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Rates  Granted  by  Circuit  Court    January  22,  1919 1008 

Troy,  City  of,  u.  Troy  Tel.  Co.,  In  re  Improvement  in  Service. 

Caae  No.  1839.     February  3,  1919 1024 

Walnnt  Grove  Telephone  Co.,  In  re  Rate  Increase.     Case  No. 

1727.     November  27,  1918 634 

Waverly  Telephone  Co.,  In  re  Eate  Increase.    Case  No,  3510. 

Snpplemental  Order  No.  1.     March  21,  1919 1631 

West    Lavn   Mutual    Telephone   Ass'n.,   Jn   re   Annulment   of 

Switching  Charges.     Case  No.  1696.     November  29,  1918 639 

West  Plains  Telephone  Co.,  In  re  Suspension  of  Rates.     Case 

No.  1649.    October  1, 1918 163 

HBB&ASKA: 

Ansley  Telephone  Co.,  In  re  Rate  Increase.     Appl.  No.  3306. 

December  2,  1918 705 

Bassett-Springview  Telephone  Co.,  In  re  Rate  Increase,     Appl. 

No.  3730.     Novembor  29,  1918 700 

Beaver  City  Telephone  Exchange,  In  re  Rate  Revision.    Appl. 

No.  2381.    Supplemental  Order.    January  29,  1919 1348 

Beaver   Valley    Telephone   Co.,   In   re   Rate    Increase.      Appl. 
No.  3737: 

Order.     Januarj-  11,  1919 1041 

Snpplemental  Order.     January  29,  1919 1349 

Bertrand  Telephone  Co.,  7m  re  Rate  Increase.    Appl.  No.  3706: 

Order.     December  31,  1918 1030 

Supplemental  Order.     February  28,  1919 1643 

Campbell,  C.  E.,  In  re  Rate  Increase  at  Western.     Appl.  No. 
3767.    December  19,  1918 725 
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Cedar  County   Farmers  Telephone  Co.,  In  re  Bate   In* 

Appl.  No.  2293.    January  24,  1919 1347 

Crete  Telephone  Co.,  in  re  Change  in  Rates.     Appl.  No.  3814. 

March  7,  1919 1664 

Curtis  &  Sonthwestern  Telephone  Co.,  I»  re  Stock  Issne.    Appl. 

No.  3868.     March  7,  1919 1666 

DuBoiB  Telephone  Co.,  In  re  Rate  Increase.     Appl.  No.  3605. 

November  23,  1918 695 

E&gie  Telephone  Co.,  In  re  Rate  Increase.     Appl.  No.  3414. 

December  13,  1918 721 

Fairchiid.  H.  G.,  In  re  Extension  of  Service.    1-4972.    October 

30,  1918  1028 

Farmers  &  Merchants  Telephone  Co. : 

In  re  Publishing  Qross  and  Net  Rates.     Appl  No.  3691. 

September  21,  1918 210 

In  re  Rate  Increase.    Appl.  No.  3728.    January  22,  1919. .  1045 
Farmers  Cooperative  Telephone  Co,  of  Jansen,  In  re  Approval 
of  Installation  and  Moving  Charges.    Appl.  No.  3815.    Feb- 
ruary 4,  1919 1350 

Farmers  Telephone  Co.  of  Dix,  In  re  Rate  Schedule.     Appl. 

No.  3662.     December  3,  1918 719 

Farmers    Union    Telephone    Co.    of    Winnetoon,    In    re    Hal* 

Increaae.    Appl.  No.  :i768.    February  5,  1919 1351 

Firth  Telephone  Co.,  In  re  Rate  IncTease.     Appl.   No.  3663. 

December  2,  1918 713 

Grant  Telephone  Co.,  In  re  Rate  Increase.     Appl.  No.  3604. 

November  23,  1918 692 

Hamilton  County  Farmers  Telephone  Ass'n ; 

In  re  Reduction  in  Toll  Rates,    Appl.  No.  3760.    December 

9,  1918 720 

In  re  Vacation  Rates.    Appl.  No.  3759.    Januarj-  11,  1919.  1047 
In  re  Uniform  System  of  Acnounts  for  Telephone  Companies. 

General  Order  No.  45.    February  11,  1919 1358 

Keamry    County    Independent    Telephone    Co.,    In    re    Rate 

Increase.    Appl.  No.  3804.    February  16,  1919 1360 

Kearney  Telephone  Co.,  In  re  Rate  Increase.    Appl.  No,  3748: 

Order.     February  20,  1919 1363 

Supplemental  Order.    March  8,  1919 1669 

Keneaaw  Telephone  Co, : 

In  re  Rate  Increase.    Appl,  No.  3715.    March  1,  1919 1650 

In  re  Stock  Issue.    Appl.  No.  3451.    February  28,  1919. . .  1636 
Lincoln  Telephone  &  Telegraph  Co. : 

In  re  Rate  Increase.    Appl.  No.  3701 : 

Order.    October  1, 1918 211 

Supplemental  Order.     October  29,  1918 678 
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Lincoln  Telephone  &  Tel^raph  Co. —  continoed: 

In  re  Rate  Increase  at  Saronville.    Appl.  No.  3552.     Sep- 

■  tember  21,  1918 207 

ill  re  Rate  Increase  at  Tobias.    Appl,  No,  3777.    January 

8,  1919  ;  1035 

Matheny  Telephone  Co.,  In  re  Business  and  Residence  Vacation 

Kates.    Appl.  No.  3726.    October  25,  1918 676 

Ua;  V.  Nebraska  Tel.  Co.,  In  re  Lack  of  Service.     Informal 

Complaint  No.  5043.    December  26,  1918 1029 

Nebraska  Telephone  Co. : 

In  re  Establishment  of  Toll  Rates  Between  Orafino  and 

Famara.    Appl.  No.  3785.    January  8,  1919 1037 

1h  re  Rate  Increase.     Appl.  No.  3696.     October  28,  1918. .     240 
In    re    Rates    and    Regulations    Covering    Long    I>istance 

Terminals.     Appl.  No.  3337.    January  11,  1919 1040 

Northern  Telephone  Co.,  In  re  Approval  of  Installation  and 

Removal  Charges.    Appl.  No.  3778.    February  19,  1919 1363 

Ohiowa  Telephone  Co.,  In  re  Rate  Increase.     Appl.  No.  3787. 

January  8,  1919 1039 

Palisade  Telephone  Co.,  In  re  Rate  Increase.    Appl.  No.  3705. 

October  29,    1918 679 

Pawnee  City  Business  Men's  Aas'n.  v.  Pawnee  Tel.  Co.,  In  re 
Improvement   in    Service.     Informal    Complaint   No.   5038. 

March  7,  1919 1667 

Pawnee  Telephone  Co.,  In  re  Additional  Chaise  for  Desk  Sets. 

Appl.  No.  3751.    November  23,  1918 699 

PIatt«  Valley  Telephone  Co.,  In  re  Rate  Increase.     Appl.  No. 

3756.     February  8,  1919 1355 

Scotia  Independent  Telephone  Co.,  In  re  Rate  Increase.      Appl. 

No.  3684.     March  4,  1919 1655 

Staplehurst  Telephone  Co.,  7ti  re  Rate  Increase.     Appl.  No. 

3594.    November  1,  1918 682 

Steele  City  Telephone  Co.,  In  re  Rate  Increase.     Appl.  No. 

3677.     September  17,  1918 205 

Sntherland-Pairview  Telephone  Co.,  In  re  Rate  Increase.    Appl. 

No.  3244.    Supplemental  Finding.    October  25,  1918 675 

Thedford  Telephone  Co.,  l»  re  Rate  Increase.     Appl.  No.  3712. 

November  5,  1918 687 

Tri-Connty  Telephone  Co.   v.   Gnndy  Switchboard   Co.,   In  re 
Physical  Connection.     Formal  Complaint  No.  371.     Octoher 

8,  1918  238 

Union  Telephone  Co.,  In  re  Additional  Charge  for  Desk  Sets. 
Appl.  No.  3717.    October  25,  1918 700 
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Valparaiso  Telephone  Co.,  t»  re   Rate  luerease.    Appl.  No. 

3654.    November  9,  1918 688 

Wyoming  &  Nebraska  Telephone  Co.,  In  r«  Bate  Increase'  at 
Cody.    Appl.  No.  3736: 

Order.    December  31,  1918 730 

Supplemental  Order.     Pebniary  10,.  1919 1357 

NEVADA: 

United  Farmers'  Telephone  &  Telegraph  Co.,  7n  re  Installation 

and  Moving  Charges  Fixed  by  Postmaster  General.    Case  No. 

468.    January  18,  1919 1671 

HEWHAHPSEDIB: 

Connecticut   Valley    Telephone    Co.,    Inc.,   In   re    Bond    Issue. 

D-509.     February  27,  1919 1376 

Connecticut  Valley  Telephone  Co.,  Inc.,  and  Bradford  Tel.  & 

Tel.  Co.,  In  re  Sale  of  Property.    D-508.    February  27,  1919.  1374 
In  re  Installation  and  Moving  Charges  Authorized  by  Post- 
master Qeneral.    Order  No.  829.    December  3,  1918 739 

Newport  and  Sunapee,  Citizens  of,  v.  New  England  Tel,  &  Tel. 

Co.,   In  re  Interchange  Serviee  Rates.     D-505.     March  13, 

1919    1676 

NEW  JEB8BT: 

American  Telephone  &  Telegraph  Co.  et  al.,  Iti  re  Increased 

Charges  for  Use  of  Facilities.    Januarj-  20,  1919 1053 

Delaware  ft  Atlantic  Telegraph  &  Telephone  Co.   and   North 

Jersey  Tel.  Co.,  In  re  Approval  of  Lease.    December  3,  1918.     740 
New  York  Telephone  Co.  et  al.,  In  re  Formation  of  Plan  to 

Take  Over  Properties  of  Consolidated  Companies.     January 

7,  1919  1048 

KEWYOBK,  2d  District: 

Beck  Manufacturing  Co.  v.  New  York  Tel.  Co.,  In  re  Advance 

Payment.    Case  No.  6580.    November  21,  1918 446 

Boyd  V.  A.  S.   Burleson,  Postmaster  General  and  Now  Y'ork 

Tel.  Co.,  In  re  Installation  Charge.    Case  No.  665G.    Jnuuarj" 

30,   1919    1388 

Bradley  and  West  Cold  Storage  Co.,  Inc.,  v.  New  York  Tel.  Co., 

Zti  re  Rate  Increase.    Case  No.  4147.    November  26,  1918 447 

Cohen  v.  A.  S.  Burleson,  Postmaster  General  and  New  York 

Tel.  Co.,  In  re  Charge  for  Installation  of  Service.     Case  No. 

6734.     January  30,  1919 1386 

Cohn  «.  New  York  Tel.  Ca,  In  re  Discontinuance  of  Service  for 

Non-Payment.    Case  No.  6484.    December  12, 1918 746 
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Erie  County  Board  of  Supervisors  v.  A.  S.  Buileson  and  New 
YoHt  Tei.  Co.,  In  re  Uiscrimittation  iu  Bates.  Case  No.  t>703. 
Siareh  11,  1919 1678 

Export  Corporatiou,  Ltd.,  v.  New  York  Tel.  Co.,  In  re  Over- 
chai^  for  Loi-al  Measured  Sorvtue.  Cas«  No.  0533.  Decem- 
ber 12,  1918 747 

Olen  Telephone  Co.,  In  re  liate  laeresiie.  Case  No.  6700. 
December  27,  1918 1059 

In  re  Reports  of  Installation  ani  Moving  Charges  Mode.  Case 
No.  6798.     March  20,  1919 1681 

Mediator  Publishing  Co.  by  Korse  M.  Pranltel  v.  Now  York 
Tel.  Co.,  Ill  re  Diat'ontinuanee  of  Service : 
Rehearing  Denied.    Case  No.  5831.    March  11,  1919. ......  1678 

New  York  Telephone  Co.,  /»  re  Toll  Hates.    .January  21, 1919. .  1063 

Rub:no  r.  A.  S.  Burleson,  Postmaster  General  and  New  York 
Tel.  Co.,  hi  re  Charge  for  Restoration  of  Servioe.  Case  No. 
6«58.    January  30,  1919 1385 

Tanenbaum  el  al.  v.  A.  S.  Burleson,  Postmaster  General,  and 
New  York  Tel.  Co.,  Ju  re  Discontinuance  of  "  Readintss  t« 
Se^^■e  or  Installation  Charge"  if  not  Paid.  Case  Noa.  CBW, 
6657,  G655  and  6733.    Jnnuar>-  30, 1919 1381 

Watervilte  Telephone  Co.,  In  re  Bond  Issue.  Case  No.  6716. 
Februarj-  18,  1919 .*'.....   1390 

Wreteni  Union  Telegraph  Co.,  In  re  Service.  Case  No.  8678. 
.January  14,  1919 , i....   1061 

White  r.  A.  S.  Burleson,  Postmaster  OpnemI  and  New  York 
Tel.  Co.,  Ill  re  Installation  Charge.    Case  No.  6G74.    Januarj- 

.30,  1919 1388 

NORTH  OABOLINA: 

Southern  Bell  Telephone  &  TeleRrsph  Co.,  /»  re  Installation 
and  Moving  Charges  Fixpd  by  Postmaster  General.  Sep- 
tember  11,    1918 1067 

NOSTH  DAKOTA: 

Northwestern  Telephone  Exchange  Co.,  lit  re  Consolidation  of 

Exchanges.     Order  No.  82.     January  20,  1919 1394 

OHIO: 

American  Telephone  &  Telegraph  Co.  and  Lima  Tel.  &  Tel.  Co., 
/.(  re  Purchase  of  Stock.     No.  1569.    December  20,  1918 760 

Cambridge  Home  Telephone  Co,,  In  re  Stock  and  Bond  Issue. 
No.  1353.     Supplemental  Order.    September  30,  1918 243 

Central  District  Telephone  Co.  and  Cambridge  Home  Tel.  Co., 
In  re  Rate  Increase.  No.  1104.  Modiflcation  of  Order. 
November  26,  1918. . . ; 749 
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Central  Union  Telephone  Co.,  Receivers  of: 

III  re  ApprovBl  of  Acceptance  and.  Holding  of  Stock  of 

Domestic  CoriwrntSona.     No.  1612.     Pebnian.-  7,  1919...    1397 
hi    re    Authority    to    FWe    Toll    Kates   ^6    Clasaiflcations 
Authorized     by     Poattn  aster     General.       Admin' strativp 

Order  No.  38.    January  10.  1919 1072 

Central  Union  Telephone  Co.,  Receivers  of,  and  Fremont  Home 
Tel.  Co.,  Ill  TF.  Holding  of  Stock.     No.  1553.     November  26, 

1918 750 

Central  Union  Telephone  Co.,  Receivers  of,  and  Mount  Vernon 
Tel.  Co.,  /«  re  Pureliaae  of  Stock.    No.  1587.     December  30, 

1918    761 

Chesapeake  &  Potomac  Telejihone  Co.  of  West  Vii^nia  and 
Lewisville   Farmers  Tel.  Co.  by   W.  H.  Oeldmacher  et  a/., 

/«  re  Sale  of  Property.    No.  1523.    November  6,  1918 458 

Citizens  Telephone  Co.   of  Circleville  and    Receivers,   Central 
Union  Tel.  Co.,  hi  re  Sale  of  Property.     No.  1125.     Manh 

19,  1919  1691 

Cleveland,  City  of,  hi  re  Valuation  of  Property  of  Cleveland 
Tel.  Co.  and  Cuyahoga  Tel.  Co.     No.  194: 

Order.     December  7,  1918 758 

Modified  Order.     March  4,  1919 1685 

Damascus  Telephone  Co.,  hi  re  Stock  Issue.     No.  1620.     March 

5,  1919  1689 

Dewey  et  i^.  v.  Clinton  Tel.  Co.,  In  re  Gstablishnient  of  Toll 

Rates.     No.  1182.     October  28,  1918 +51 

Elyria,  City  of,  v.  Elyria  Tet.  Co.,  In  re  Rate  Increase.     No. 

722.     February  28,  1919 1681 

FraKeysbnrg  Home  Telephone  Co. : 

hi  re  Consolidation.     No.  1524.     March  31,  1919 1692 

In  re  Stock  Issue.     No.  1621.     Manh  31,  1919 1695 

Clalion  Telephone  Co.  and  Receivers,  Central  Union  Tel.  Co., 
iH  re  Sale  of  Property.     No.  1008.     January  23,  1919. .....  1074 

Home  Teleijhone  Co.,  hi  re  Bond  Issue.     No.  1538.     Octol>er  28, 

1918    453 

Licking  Telephone  Co.,  In  re  Stock  Issue.     No.  1564.     January 

13,  1919  1069 

New  Ottawa  County  Telephone  Co.,  hi  re  Overhead  Ci-ossngs. 

Administrative  Order  No.  .37.     .Innunry  10.  1919 1068 

Newark  Telephone  Co..  /-,  re  Stock  Issue.     No.  1641.     March 
31,  1919 1697 
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Ohio  SUtc  Teleplione  Co. : 

/»  rt  Bond  lasne.     No.  1500.     February  11,  1919 1400 

In    re    Rate  locreaite   atTiikdo.     No.   288.     Dei^embcr   1, 

1918    752 

in  re  Stock  Issue.     No.  1559.     Dwembcr  2,  1918 755 

Ohio  State  Telephone  Co.  and  Citizens  Tc!.  Co.  of  Berca,  tu  re 

Sale  of  Property.     No.  1514.     February  11,  1919 1403 

Ohio  State  Tcleplione  Co.  and  Neleonville  &  Murray  Home  Tel. 

Co.,  In  re  Sale  of  Property.     No.  1594.     February  7,  1919. . .   1400 
()h=o  State  Telephone  Co.  and  Portafre  County  Tel.  Co.,  Di  re 

Sale  of  Property.     No.  1491.     February  11,  1919 1398 

Pataska'n  &  Hebron  Telephone  Co.,  In  re  Stock  Issue.     No. 

1312.     September  10,  1918 ; 450 

Patsskain  &  Hebron  Telephone  Co.  and  Pataskala  FarnierK  Tel. 

Co.,  /«  re  Sale  of  Property.     No.  1219.     October  24,  1918. .     450 
Scnccaville  Mutual  Telephnnrs,  by  Watswn  ct  al.,  In  re  Certifi- 
cate of  Exigency.     No.  1464.     January  23,  1919 1076 

Sidney  Telephone  Co.,  hi  re  Stock  Issue.     No.  1534.     Octt)ber 

28,  1918 452 

Urbana  Telephone  Co.  and  Receivers,  Central  Union  Tel.  Co., 

/.(  re  Stock  Issue.     No.  1539.     October  28,  1918 465 

OKLAHOMA: 

Bell  r.  Southwestern  Bell  Tel.  Co.,  In  re  Violation  or  Orders 

No.  101  and  No.  912.     Citation  No.  838.     Fcbruarj-  10,  1919.  1082 
Bleuler  v.  Southwestern  Bell  Tel.  Co.,  hi  re  Violation  of  Orders 

No.  101  and  No.  1535.    Citation  No.  832.    February  5,  1919. .  1082 
flibbons  v.  Southwestern  Bell  Tel.  Co. : 

hi  re  Violation  of  Orders  No.  101  and  No.  1535.     Citation 

No.  834.     Fcbruarj-  5,  1919 1082 

hi  re  Fine  for  Putting  into  Effect  Rates  Fixed  by  Post- 
master General.     Order  No.  1550.     March  27,  1919 1699 

Oore  V.  Southwestern  Bell  Tei,  Co.,  /n  re  Violation  of  Order 
Prohibiting   Toll    Rates  Prescribed   by    Postmaster   General. 

January  24,  1919.     Citation  No.  830 1081 

Henderson  v.  Remus  Tel.  Co.,  Tecttmseh  Tel.  Co.  &  Southwestern 
Bell  Tel.  Co.,  hi  re  Reestablishnient  of  Physical  Connection. 

Order  No.  1553.     March  31,  1919 1702 

Jones  r.  Southwestern  Bell  Tel.  Co.,  In  re  Violation  of  Order 

No.  101.     Citation  No.  841.     Februarj-  14,  1919 1082 

Lemar  e.  Southwestern  Bell  Tel.  Co.,  In  re  Violation  of  Orders 
No.  101,  No.  1535  and  No.  912.  Citation  No.  835.  February 
6,  1919 1082 
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Roberts  v.  Southwestern  Bell  Tel.  Co.,  In  re  Violation  ot  Orders 

No.  101,  No.  1535  and  No.  912.     Citation  No.  839.-   February 

11,  1919 1082 

Southwestern  Beil  Telephone  Ca : 

in  re  Rate  Increase  at  Afton.     Case  No.  3627.     January  4, 

1919    .". . .   1077 

In  re  Kate  Increase  at  Oklahoma  City.     Order  No.  1504. 

October  18,  1918 245 

StatecT  ret.  S.  P.  Preelii^,  Attorney  General,  v.  Southwestern 
Bell  Tel.  Co. : 
In  re  Failnre  to  Refrain  from  Installing  Toll  Rates  Pre- 
scribed by  Postmaster  General.     Order  No.  1541.     Febru- 
ary 19,  1919 1405 

hi  r»  Toll  Rates  Fjxed  by  Postmaster  Qcneral.     Order  No. 

1536.     January  20,  1919 1079 

Voungblood  o.  Southwcatom  Bell  Tel.  Co.,  /ii  re  Violation  of 
Orders  No.  101  and  No.  1535.     Citation  No.  833.     February 

5,  1919  1082 

OHTABIO: 

Burnt  River  Telephone  Co.,  Ltd.,  In  re  Rate  Increase.     P.  F. 

5001.     October  26,  1918 , 521 

Byron  Telephone  Co.,  Ltd.,  /«  re  Rates.    P.  F.  4825.    October 

9,. 1918  515 

Cramabe,  Commissioneis  of,  t>.  Commissioners  of  Percy,  In  re 

Reversal  of  Toll  Chains.     P.  F.  4934.     October  9,  1918. .. .     516 
Dunsford    Telephone,    Light  &   Power    Co.,  Lid.,   }u    re   Rate 

Increase.     P.  F.  4932.     October  26,  1918 517 

Dunwich  &  Dutton  Telephone  Co.,  Ltd..  In  re  Rate  Increase. 

P.  F.  490.     October  26,  1918 519 

■  Kerns,  Commissioners  of,  v.  Annstrong  Independent  Tel.  Co., 
Ltd.,  In  re  Physical  Connection.     P.  F.  5047.     December  31, 

1918    1787 

Kerns,  Commissioners  of,  v.  Temiskaming  Tel.  Co.,  Ltd.,  In  re 

■Reduction  m.  Toll  Rates.     P.  F.  5089.     December  31.  1918..   1790 
Na'rn  and  Roj'  v.  ScbrinyviHe  Tel.  Co.  and  St.  Mary's,  Medina 
&  Kirkton  Tel.  Co.,  Ltd,,  In  re  Physical  Connection.     P.  F. 

5046.     November  30,  1918 1786 

Quinlan,  P.  F.,  In  re  Rate  Increase.     P.  F.  4982.     October  26, 

1918 515 

St.  Mnry's,  Medina  &  Kirkton  Telephone  Co.,  Ltd.,  In  re  Rate 

Increase.     P,  F.  5034.     Nnveniber  30,  191 8 1786 

South  Gosficld  Telephone  Co.,  by  H.  C.  Uyman,  In  re  Rate 

Increase.     P.  F.  4790.     October  1.  1918 514 

Yarmouth    Rural  Telephone    Co.,  Ltd.,   In   re    Rate    Increase. 
P.  F.  4860.     October  9,  1918 515 
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Public  Serrice  Commission. 

City  of  Birmingil^m:  v.  Southern  Bell  Telephone  axd 
Tei.£Obaph  Co. 

Docket  No.  967. 
Decided  October  22, 1918. 
Complaint  u  to  BatM  Diamiaaed— -Oomg  Ooncem  Value  Allowed  —  &.S 
'    Per  Cant  rized  aa  Reserve  for  Depreciation  —  IVa  Per  Cent.  Pay- 
ment Approved  —  Pair  Rate  of  BetnriL  OonKdered — City 
Xomits  Approved  as  Boandary  Unes  of  Exchange 
Area  —  Ratea  for  Eztenaion  Seta  Considered 
UnreaaonaUe  —  Ho  Order  Hade  aa  to 
Ezcliange  Area  or  Rate  for  £zt«n- 
aioD  Sets  Becanae  of  Fed- 
eral Control 
Complunant  alleged  that  th«  rates  of  Southern  Bell  Telephone  and 
Telegraph  Compiuiy  were  excessive,  and  that  certain  of  its  practices  were 
discriminatoiy.     The  Commission  found  that  the  value  of  the  company'R 
property  as  a  going  concern  was  $2,400,000. 

Held:  That  the  valne  of  the  company  as  a  going  concern  should  be 
altowed,  as  it  is  obvious  that  a  going  concern  has  a  value  over  and  above 
that  of  its  inventory  value.  Eliminating  any  decisions  on  the  subject  by 
the  courts,  and  looking  at  the  matter  purely  aa  a  business  proposition,  it 
ia  perfectly  clear  that  any  one  who  desired  to  purchase  a  telephone  p'nnt 
woald  give  more  for  a  plant  that  was  a  going  concern  with  an  attacliod 
business  and  developed  earning  power  and  an  efficient  organization,  than 
he  would  give  for  the  mere  physical  property,  without  a  subscriber,  with- 
out an  organization,  and  not  earning  any  money ; 

That  5.5  per  cent,  should  be  allowed  as  n  reserve  for  depreciation,  the 
Commission  taking  cognizance  that  in  the  contract  recently  entered  into 
between  the  Federal  Government  and  the  respondent  company  nn  amount 
equal  to  5.72  per  cent,  of  the  hook  value  of  tiie  property  wns  accc;>tcd 
as  a  reasonable  and  adequate  depreciation  reserve  percentage.  The  com- 
pany not  only  may  juatly  set  aside  out  of  its  earnings  an  amount  snffie*rn', 
to  provide  a  reserve  for  depreciation,  which  will  adequately  protect  it 
capital  ajnunst  impairment,  but  such  a  reserve  must  be  provided  fr 
before  there  is  any  revenue  which  may  properly  be  called  net  eamin?? 
No  poasible  benefit  can  accrue  to  the  public  through  the  lack  of  tht 
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[Ala 
establishment  of  an  adeqaate  percentage  for  a  depreciation  reserve,  as 
the  ability  of  a  public  utility  to  promptly  substitute  efficient  and  approved 
apparatus  for  that  which  is  worn  oat  and  inadequate  will  affect  its  ability 
to  give  good  Ber\*ice,  and  ultimately  even  its  solvency ; 

That  the  4'^  per  cent,  payment  to  American  Telephone  and  Telegraph 
Company  should  be  approved,  as  it  is  plain  that  it  is  absolutely  necessary 
for  the  respondent  to  keep  in  touch  at  all  times  with  all  improvements 
in  the  telephone  arts  and  sciences,  and  whether  it  does  this  tbroi^h  a 
contract  with  the  Bell  company,  or  throo^  its  own  efforts,  the  CommiBsion 
is  not  concerned.  The  question  with  which  the  Conunission  is  concerned 
is  whether  these  services  are  procured  at  a  reasonable  siun.  Much  of  this 
service  could  not  be  obtained  in  any  other  way  except  in  a  central  organ- 
ization. It  would  be  impossible  to  render  to  everyone  all  of  the  patented 
inventions  which  so  lai^ely  make  up  the  improvements  in  the  art  of 
telephony,  if  each  telephone  company  attempted-  to  organize  a  general 
staif,  since  each  company  would  absolutely  retain  its  own  inventions. 
Moreover,  the  expense  of  such  organization  would  be  prohibitive  unless  it 
were  distributed  over  a  large  system.  That  this  contract  is  also  a  desirable 
contract  from  the  standpoint  of  the  Bell  company  does  not  afEect  the 
situation  whatsoever.  In  reaching  its  conclusion  the  Commission  takes 
note  of  the  fact  that  this  4V^  per  cent,  payment  was  approved  in  the 
contract  entered  into  between  the  Federal  Qovemment  and  the  company; 

That  the  present  rates  have  not  produced  an  nnreasonable  income  tnm 
the  investment,  as  the  earnings  of  the  company  for  1916  have  been  less 
than  3  per  cent,  per  annum,  while  the  legal  rate  of  interest  within  the 
State  is  8  per  cent.,  and  the  strongest  institntions  are  unable  to  secure 
money  in  normal  times  for  less  than  5  per  cent,  and  6  per  cent.  There- 
fore, present  rates  are  considered  reasonable,  and  complaint  should  be 


That  all  persons  rec^ving  the  same  class  of  service,  whose  stations  are 
located  within  the  city  limits,  should  pay  the  same  rate  for  exchange 
servioe,  although  the  zone  method  of  fixing  rates  has  been  approved  by 
other  Commissions ;  - 

That  the  present  rate  for  ext«nsion  seto  is  too  high  and  should  be 
revised; 

That  no  order  should  be  made  relative  to  the  zone  system  of  fixing 
rates  and  the  rate  for  extension  sets  at  the  present  timu  on  account  of 
conditions  now  existing,  and  as  the  company,  as  a  war  measure,  is  under 
Federal  control. 

Gaillard,  Associate  Commiesiotier,  concurred  in  the  result,  but  dis- 
sented from  the  conclusions  of  the  majority  as  to  taking  into  consideraticm 
the  operations  of  the  company  as  a  whole,  the  4^  per  cent,  payment,  the 
value  on  which  the  company  was  entitled  to  a  return,  the  proper  rate  for 
reserve  for  depreciation,  the  zone  system   of  rates,   and  the  rate  for 
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OPtNiON  AND  Order. 

In  this  cause  the  p^'titioner,  the  city  of  Birpiingham,  eom- 
plains  of  excessive  rates  and  discriminatory  practices  of 
the  Southern  Bell  Telephone  and  Telegraph  Company, 
and  petitions  for  reasonable  rates,  and  the  removal  of  dis- 
criminatory practices,  as  obtaining  in  the  city  of  Birming- 
ham, Alabama. 

It  is  obvionsly  necessary  for  the  Commission  first  to 
ascertain  the  value  of  the  company's  telephone  property 
in  Birmingham ;  second,  to  ascertain  the  net  income  derived 
therefrom;  and  third,  to  determine  whether  or  not  the 
present  rates  yieldto  the  respondent  company  more  than 
a  reasonable  income  upon  its  investment. 

Valuation. 

In  coimection  with  the  testimony  that  has  been  intro- 
duced bearing  upon  the  question  of  valuation  of  the  com- 
pany's telephone  property  in  Birmingham  there  is  but  one 
factor  as  to  which  there  is  any  substantial  dispute,  namely, 
the  extent  to  which  the  value  of  the  property  has  been 
affected  by  depreciation.  From  a  practical  business  point 
of  view,  the  dispute  is  more  technical  than  real.  While 
it  might  be  difficult  for  the  ordinary  man  to  give  the  precise 
definition  of  the  word  depreciation,  its  meaning,  as  it  is 
ordinarily  used,  is  verj'  well  understood,  and  agrees  with 
the  technical  definitions  which  are  given  in  the  dictionary. 
It  means  a  lessening  in  value,  which  may  be  due  to  one  of 
a  great  many  cause!*,  a  few  of  which  are,  use,  wear  and  tear, 
storms  and  obsolescence. 

As  the  Commission  understands  it,  the  material  fact  for 
it  to  understand  here  is  what  has  been  the  actual  lessening 
in  the  value  of  this  property,  from  whatever  cause,  as  com- 
pared with  the  new  property  of  the  same  character.  The 
testimony  of  the  witness  for  the  respondent  company,  based 
upon  detailed  inspection  of  the  property,  involved  a  critical 
examination  thereof  by  a  large  force  of  men  employed  in 
the  work  for  several  weeks.  The  men  used,  as  the  testi- 
mony shows,  were  qualified  for  this  work.     All  of  their 
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practical  business  oxperieiicc  lias  bw'n  in  connection  with 
properties  of  tjiis  eharaetei-,  and  they  were  familiar  with 
this  particular  property. 

The  testimony  offered  in  behalf  of  the  city  was  not  testi- 
mony as  to  the  condition  of  the  property,  with  the  single 
exception  of  the  testimony  of  Mr.  Kelsey;  what  the  other 
witnesses  of  the  city  testified  to  as  to  depreciation  was,  as  a 
matter  of  fact,  not  an  actual  lessening  of  the  vaUie  of  this 
property,  which  is  what  depreciation  in  value  is,  but  was 
a  theoretical  factor  based  not  upon  an  examination  of  the 
property,  and  not  upon  anj'  general  or  extended  or  prac- 
tical experience  with  reference  to  this  or  other  telephone 
properties,  but  largely  upon  a  theory  as  to  the  age  of  the 
property,  and  as  to  what  its  probable  life  would  be.  In 
other  words,  what  these  witnesses  apparently  were  deal- 
ing with  was  a  hypothetical  thing,  a  theoretical  proposition, 
which  is  something  entirely  different  from  the  actual  fact 
of  depreciation,  which  was  the  subject  of  the  testimony  as 
introduced  by  the  witnesses  of  the  respondent  company. 
Therefore,  as  we  have  already  said,  the  difference  between 
these  witnesses  was  that  they  M-ere  testifying  about  dif- 
ferent things ;  one  class  of  the  witnesses  testifying  to  the 
actual  condition  of  the  property,  and  the  other  class,  with 
the  exception  of  Mr.  Kelsey,  testifying  about  a  theory  as 
to  what  the  condition  of  the  property  ought  to  be. 

ACTITAI>   COKDITION. 

What  this  Commission  is  concerned  with  is  the  actual 
condition  of  the  property.  As  to  that,  the  witnesses  for  the 
company  and  Mr.  Kelsey,  the  only  witness  for  the  city 
who  testified  on  that  subject,  are  in  accord.  They  all  agree 
that  the  measuj'e  of  the  actual  depreciation  in  the  condition 
of  the  property  is  the  smn  of  $207,000.  This  conclusion, 
which  is  supported  by  the  uncontradicted  evidence  upon 
this  question,  the  Commission  must  accept. 

We  believe  that  we  are  not  in  error  in  saying  that  the 
courts  in  cases  of  this  kind  have  laid  down  the  rule  that 
value  is  not  something  that  may  be  computed  by  some 
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arithmetical  process,  but  is  the  result  of  sound  and  intelli- 
gent judgment  applied  to  all  of  the  material  facts;  and  this 
is  the  ever>-  day  experience  of  everj'  man  who  is  engaged 
in  buying  and  selling.  The  duty  of  the  Commission  in  this 
case  is  to  apply  [to]  all  oi  the  testimony  that  has  been  intro- 
duced upon  this  question  of  value,  its  common-sense  and 
business  experience,  and,  weighing  all  of  the  factors,  to 
determine  what  in  its  judgment  is  a  fair  value  to  put  upon 
this  property,  having  iu  view  justice  to  the  public  and  to 
the  company. 

It  is  the  conclusion  of  the  Commission  that  the  value  of 
the  company's  property  used  and  useful  in  the  rendition 
of  its  service  in  its  Binninghani  exchange,  is  not  less  than 
$2,400,000  as  a  going  concern.  It  is  obvious  to  the  Commis- 
sion, and  we  believe  that  the  courts  have  held,  that  a  going 
■  concern  has  a  value  over  and  above  that  of  its  inventory 
value.  Eliminating,  however,  any  decisions  on  the  subject 
by  the  courts,  and  looking  at  the  matter  purely  as  a  business 
proposition,  it  is  perfectly  clear  that  any  one  who  desired  to 
purchase  a  telephone  plant  would  give  more  for  a  plant 
that  was  a  going  concern  with  an  attached  business,  and 
developed  earning  power,  and  an  efficient  organization, 
than  he  Nvould  give  for  the  mere  physical  property  without 
a  subscriber,  without  an  organization  and  without  any 
earning  of  money.    It  is  worth  more. 

Net  Income. 

The  Commission  accepts  as  correct  the  gross  revenue 
of  the  company  as  presented  by  it. 

To  enable  the  Commission  to  ascertain  the  correct  net 
revenue  of  the  company  it  is  necessary,  of  course,  to  estab- 
lish the  proper  amount  chargeable  to  operating  expenses. 

Operating  Expenses. 

There  were  only  two  items  included  in  the  company's 

operating  expenses  which  were  attacked  by  the  city;  those 

items  being  the  amount  to  be  set  aside  annually  to  create  a 

depreciation  reserve  fund,  and  the  414  per  cent,  paid  to  the 
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American  Telephone  aiid  Telegraph  Company  under  its 
license  contract. 

Both  of  the  company's  witnesses,  Mr.  Yundt  and  Mr. 
Erickson,  and  the  city's  witness,  Mr.  W.  S.  Bemis,  adopted 
the  same  plan  in  order  to  determine  the  amount  to  be  set 
aside  to  be  annually  added  in[to]  the  depreciation  reserve 
fund,  so  that  the  issue  on  this  point  is  solely  one  of  amount. 

The  benefits  accruing  under  the  license  contract  were 
not  denied,  but  the  petitioner  took  the  position  that  the 
services  should  be  rendered  by  the  American  company  at 
cost,  while  the  company  took  the  position  that  if  the 
evidence  showed  that  the  contract  was  reasonable,  and 
that  the  respondent  company  received  full  value  for  its 
expenditures,  that  said  contract  should  be  sustained. 

Depbeciation. 

The  Commission  holds  that  the  respondent  company  not 
only  may  justly  set  aside  out  of  its  earnings  an  amount 
sufficient  to  provide  a  reserve  for  depreciation  which  wiU  ■ 
adequately  protect  its  capital  against  impairment,  but, 
further,  that  such  a  reserve  must  be  provided  before  there 
is  any  revenue  which  may  properly  be  called  net  earnings. 
This  proposition  is  not  controverted,  but  there  is  a  contro- 
versy between  the  parties  as.to  the  amount  which  should  be 
set  aside  in  each  year,  the  witnesses  for  the  company  eon- 
tending  that  this  amount  should  be  5.75  per  cent,  of  the 
cost  of  depreciable  property,  while  the  testimony  of  the 
petitioner's  witnesses  contended  for  a  lesser  amount. 

In  the  testimony  of  both  the  company  and  the  city  the 
determining  factor  which  fixes  this  percentage  was  the  anti- 
cipated useful  life  of  the  property,  that  is,  the  length  of 
time  which  would  elapse  after  an  item  of  property,  such 
as  a  pole  or  switchboard,  M'as  put  into  service,  before  it 
would  be  necessary  to  retire  it  and  replace  it  The  only 
difference  in  the  testimony  grew  out  of  difference  as  to  this 
factor. 

In  behalf  of  the  respondent  company,  Mr.  Yundt,  the 
company's  chief  engineer,  testified  fully  upon  this  question. 
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His  entire  engineering  experience  has  been  in  connection 
with  properties  of  this  character.  He  had  available  for  his 
use  the  results  of  the  entire  engineering  experience  of  the 
Bell  System  as  to  such  property,  and  practically  all  of  the 
properties  that  are  in  question  had  been  constructed 
under  his  direction  as  chief  engineer  of  the  company,  and 
he  intimately  knew  the  property  and  the  business. 

The  testimony  of  Mr.  Ytindt  was  confirmed  by  the  testi- 
mony of  Mr.  Erickson,  who  had  less  personal  knowledge 
of  the  specific  property  here  in  question,  but  who  had  a 
broad  experience  with  like  properties  and  with  the  deter- 
mining of  like  questions  while  a  member  of  the  Wisconsin 
Railroad  Commission  and,  thereafter,  as  a  consulting 
engineer.  This  witness  of  the  respondent  company  places 
the  property  depreciation  figures  at  6.1  i>er  cent. 

The  only  testimony  on  which  the  city  relies  in  opposi- 
tion to  these  witnesses  is  that  of  Mr.  W.  S.  Btsmis.  His 
testimony  shows  tliat  he  graduated  from  college  in  1915 
and  necessarily  his  practical  engineering  experience  is 
limited.  iPnrther,  the  testimony  shows  that  he  was  not 
acquainted  with-  this  particular  property.  Under  all  of  the 
<rircumstanc*s,  the  Commission  doesn't  feel  that  it  would 
be  justified  in  accepting  his  testimony  in  contradiction  to 
that  of  Messrs.  Yundt  and  Erickson. 

In  connection  with  the  depreciation  reserve,  it  is  proper 
for  this  Commission  to  bear  in  mind  that  no  possible  benefit 
can  accrue  to  the  public  through  the  establishment  of  an 
inadequate  percentage  for  a  depreciation  reserve.  The 
ability  of  a  public  utility  to  promptly  substitute  efficient 
and  approved  apparatus  for  that  which  is  worn  out  and 
inadequate,  and,  therefore,  its  ability  to  give  good  service, 
and  ultimately  even  its  solvency,  are  dependent  upon  an 
adequate  depreciation  reserve. 

Taking  into  consideration  carefully  all  of  the  testimony 
on  this  subject,  the  Commission  has  reached  the  conclusion 
that  a  proper  depreciation  charge  for  the  respondent  com- 
pany as  it  relates  to  its  Bimiingham  property  would  be 
that  of  5.5  per  cent.    The  Commission  might  say  in  this 
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connection  that  recently  in  a  contract  entered  into  between 
the  Federal  Government,  through  its  Postmaster  General 
and  the  respondent  company,  that  an  amount  equal  to 
5.72  per  cent,  for  depreciation  of  the  book  value  of  the 
property  of  the  respondent  company  is  accepted-  as  a 
reasonable  and  adequate  depreciation  reserve  percentage. 

The  License  Contraci  ok  4i^  Per  Cent. 

The  respondent  company  is  operating  under  a  license 
contract  originally  granted  by  the  American  Bell  Telephone 
Company  under  which  this  company  receives  (1)  the  tele- 
phone instruments,  transmitters  and  receivers  used  by  it 
in  its  telephone  system,  with  the  surplus  supplies  to  cover 
emergencies,  and  the  right  to  have  the  instruments  replaced 
as  they  become  out  of  repair  or  as  improved  instruments 
are  developed;  (2)  the  right  to  use  all  patented  appliances 
which  are  involved  in  the  transaction  of  its  business,  with 
all  of  the  improvements  that  are  made  upon  them  from 
time  to  time,  the  existing  patents  at  the  time  of  this 
hearing  being  some  2,000  in  number;  (3)  consulting 
engineering  service  covering  all  matters  of  plant  and  opera- 
tion furnished  by  the  general  staff  of  the  American  Tele- 
phone and  Telegraph  Company,  which  saves  tlie  respondent 
company  any  engineering  expenses,  except  that  pertaining 
to  the  direct  work  of  operation  and  construction;  (4) 
general  accounting  services  of  like  character;  (5)  general 
legal  services  of  like  character;  (6)  financial  assistance  to 
enable  the  company  to  secure,  at  low  rates,  the  new  money 
that  is  constantly  required  in  order  to  pro\-ide  for  the 
additions  to  its  plant,  which  necessarily  must  be  made  in 
maintaining  its  service,  and  meeting  its  public  require- 
ments; (7)  general  administrative  service  and  ad\'ice. 

It  might  be  well  to  state  that  when  this  contract  was 
originally  entered  into  that  not  an  item  of  equipment 
or  apparatus  that  is  in  use  to-day,  and  is  standard  to-day, 
was  known  or  was  available  for  use,  except  the  possible 
use  of  elementary  things  like  poles,  cross-arms  and  insula- 
tors. 
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The  development  of  the  general  staff  of  the  American 
Telephone  and  Telegraijh  Company  has  so  grown,  and  its 
functions  so  broadened,  that  at  the  present  time  it  renders 
available  to  the  respondent  company  the  entire  telephone 
experience  of  the  world,  with  everything  that  is  of  general 
value  in  the  telephone  art  and  sciences,  whether  covered 
by  patents  or  not.  It  is  plain  to  the  Commission  that  it 
is  absolutely  necessar>-  for  the  respondent  company  to  keep 
in  touch  at  all  times  with  all  improvements  in  the  telephone 
arts  and  sciences,  and  whether  it  does  this  through  contract 
with  the  American  Telephone  and  Telegraph  Company, 
or  through  its  own  efforts,  the  Commission  is  not  concerned. 
The  question  with  which  the  Commission  is  concerned  is 
whether  or  not  the  respondent  company  secures  these  ser- 
vices for  a  reasonable  sum;  whether  a  reasonably  prac- 
tical nnan  in  operating  the  respondent's  plant  would  incur 
this  expense. 

The  Commission  is  naturally  interested  as  to  whether 
the  respondent  company  could  get  this  service  cheaper  in 
some  other  way,  either  by  furnishing  it  itself,  or  by  some 
other  source.  It  is  obvious  that  much  of  this  service  could 
not  be  obtained  any  other  way  except  in  a  central  organi- 
zation. It  would  be  impossible  to  render  to  every  one  all 
of  the  patented  inventions  which  so  largely  make  up  the 
improvements  in  the  arts  of  telephony.  If  each  telephone 
company  attempted  to  organize  a  genera!  staff,  it  appears 
to  the  Commission  that  each  company  would  absolutely 
retain  its  own  inventions,  and  no  company  could  acquire 
the  right  to  use  everything  that  ^nll  aid  in  the  most  efficient 
and  economical  service.  Moreover,  the  expose  of  such 
organizatioH,  it  occurs  to  the  Commission,  would  be  pro- 
hibitive, unless  it  were  distributed  over  a  large  system. 

It  is  probably  proper  for  the  Commission  to  go  further 
as  to  the  value  of  this  service  to  the  respondent  company, 
and  in  .doing  so,  recalls  that  the  testimony  of  respondent 
company  showed  considerable  amounts  in  the  savings  in 
the  construction  w^ork,  both  throughout  the  State  and 
Birmingham  proper. 
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The  fact,  if  it  be  a  fact,  that  this  arrangement  or  eon- 
tract  is  also  a  desirable  contract  from  the  standpoint  of 
the  American  Telephone  and  Telegraph  Company  does 
not,  to  the  mind  of  this  Commission,  affect  the  situation 
whatsoever.  This  is  ordinarily  true,  of  course,  of  all  such 
contracts.  If,  for  instance,  the  respondent  company  rented 
its  instruments  from  some  one  else,  the  person  who  rented 
them  to  the  company  would  expect  a  profit,  and  would 
certainly  be  entitled  to  one.  Sound  business  transactions 
benefit  all  parties  to  them. 

The  Commission  will  further  add  in  this  connection,  that 
in  a  contract  recently  entered  into  between  the  Federal 
Government,  through  Postmaster  General  (Mr.  Burleson) 
and  the  respondent  company,  that  the  4^4  per  cent,  contract 
herein  involved  was  approved. 

The  Fair  Retukn  on  the  Investmkmt. 
After  having  reached  the  conclusion  that  it  has  relative 
to  a  fair  value  of  the  respondent  company's  property  being 
used  in  its  Birmingham  exchange,  and  after  reaching  the 
conclusion  that  it  has  relative  to  the  proper  amount  of 
depreciation,  and,  further,  having  reached  the  conclusion 
as  to  the  reasonableness  of  the  4:'^  per  cent,  contract 
charge,  it  is  obvious  to  the  Commission  that  the  present 
rates  of  the  respondent  company  have  not  produced  an 
unreasonable  income  upon  the  investment;  the  facts  being 
that  for  the  year  1916,  based  upon  these  conclusions  of 
the  Commission,  the  earnings  of  the  respondent  company 
have  been  less  than  3  per  cent,  per  annum  upon  its  invest- 
ment in  the  Birmingham  exchange,  while  the  legal  rate, of 
interest  within  this  State  is  8  per  cent,  and  while  the  strong- 
est institutions  are  unable  to  secure  money  in  normal  times 
for  less  than  5  and  6  per  cent. 

The  Zone  System. 
While  this  method  of  fixing  rates  probably  has  its  place, 
and  it  has  been  approved  by  other  conunissions,  this  Com- 
mission is  of  the  opinion  that  a  schedule  of  rates  should 
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be  adopted  under  which  all  persons  receiving  the  same 
class  of  service,  whose  stations  are  located  within  the  city 
limits  of  Birmingham,  should  pay  the  same  rato  for 
exchange  service.  The  Commission  is  further  of  the 
opinion  that  the  rate  now  charged  for  extension  sets, 
namely,  $1.50  per  month,  is  too  high  and  should  be  revised. 

The  Commission  will  not  make  an  order,  however,  rel- 
ative to  this  zone  system  and  extension  service  at  the 
present  time,  on  account  of  the  conditions  now  existing, 
the  respondent  company  being  operated  at  the  present  time, 
as  a  war  measnre,  by  the  government. 

Upon  consideration  of  the  record  in  this  case,  with  all 
of  the  'facts  and  arguments  submitted  at  the  various  hear- 
ings thereon,  and  the  foregoing  finding  of  facts  and  opinion 
by  the  Commission  and  its  conclusions  therein  with  respect 
to  the  issues  involved,  this  cause  is  dismissed,  and  the 
petition  denied,  and, 

/(  is  so  ordered. 

October  22,  1918. 

Concurring  Opinion.* 
Gailuard,  Associate  Commissioner: 

We  are  not  called  upon  to  decide  where  the  burden  of 
proof  lies  in  this  .cause.  Petitioner  charges  that  rates  in 
effect  are  unreasonable  and  practices  are  discriminatory, 
while  the  utility  company  denies  the  charges.  Under  this 
state  of  the  case,  it  is  made  the  duty  of  the  Commission,  in 
the  light  of  all  the  evidence  before  it,  as  presented  by  both 
parties  or  obtained  by  it  independently  of  either,  to  ascer- 
tain what  are  reasonable  rates  for  telephone  service  in 
Birmingham  and  make  them  effective,  and  what  practices 
of  the  telephone  company  are  illegal,  unjust  or  discrimi- 
natory, and  abate  them.  In  doing  this,  the  Commission  will 
give  such  weight  to  the  testimony  of  each  witness  to  each 

*  Concurring  in  the  resnlt,  bat  dissenting  from  the  opinion  of  the 
majority  on  many  points. 
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phase  of  the  question  involved  and  to  all  other  pertinent 
evidence  before  it,  as  it  thinks  proper. 

The  World  as  the  Unit. 

The  Commission  Cannot  accept  as  a  whole  the  contention 
on  the  part  of  the  Southern  Bell  Telephone  and  Telegraph 
Company  that  its  system  as  a  whole  must  be  taken  as  a 
unit,  or  that  its  entire  Alabama  operations  should  be  so 
taken.  The  theory  is  extreme  and  dangerous.  It  is  true 
that  some  additional  benefit  is  conferred  on  local  patrons 
by  the  long  distance  service  opened  up  to  them  by  connec- 
tions with  other  cities,  and  this  fact  may  be  taken  into  con- 
sideration in  estimating  the  value  of  the  service;  but  the 
long  distance  benefits  are  not  sufficient  to  weld  the  opera- 
tions of  the  entire  district  served  by  the  Bell  company  into 
one  unit,  when  considering  rates  at  a  given  point  It,  in 
fact,  constitutes  a  relatively  small  proportion  of  the  benefits 
sought  or  conferred,  as  is  evidenced  by  the  number  of  long 
distance  calls  as  compared  with  local  calls  and  by  receipts 
from  the  two  sources. 

Defendant's  operations  in  Alabama  have  no  relation  to 
State  lines,  but  do  have  primary  relation  to  the  local  units, 
nil  of  which  are  summed  up  in  its  entire  system  covering 
five  states.  The  State  cannot,  therefore,  be  taken  as  a 
basis  for  our  examination  in  this  case,  and  the  impropriety 
of  taking  it  as  the  basis  is  none  the  less  because  the  Com- 
mission's jurisdiction  over  such  operation  is  circumscribed 
by  State  lines. 

There  is  before  this  Commission  no  complaint  as  to  the 
service,  rates  or  practices,  at  other  cities  in  Alabama, 
Georgia,  Florida,  North  and  South  Carolina,  constituting 
Southern  Bell  territory,  but  only  against  those  at  Birming- 
ham, Alabama. 

The  question  for  consideration  is :  What  capital  {i.  c, 
value  of  property  in  use)  has  respondent  invested  at 
Birmingham  (and  its  apportionment  of  toll  lines),  what 
return  are  they  entitled  to  on  that  capital,  and  what  rate 
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is  necessary  to  give  it  that  return.  If  the  operations  of  this 
company  at  every  other  point  in  the  State  served  by  it 
must  be  examined  into,  then  no  city  would  dare  face  the 
burden  of  snch  a  task  and  no  connnission,  state  or  national, 
woold  be  equal  to  the  task  so  far  as  it  might  benefit  the 
people  originating  it.  Nothing  short  of  such  examination 
into  the  operations  at  each  unit,  as  "ttell  as  of  its  joint  long 
distance  operations,  would  suffice.  It  is  the  duty  of  the 
Southern  Bell  Telephone  and  Telegraph  Company  to  keep 
such  records  and  accounts  of  its  operations  at  each  city  as 
will  enable  public  service  commissions  to  analyze  them  and 
come  to  right  conclusions  as  to  their  rates  and  practices  in 
each  city. 

It  is  due  the  respondent  to  say  that  for  many  years  past 
its  accounts  seem  to  have  been  kept  in  the  most  approved 
method  and  the  company  has  facilitated  the  examination 
of  its  books  by  accountants  in  this  cause  in  every  way  pos- 
sible. It  has  also  prepared  and  submitted  to  the  Commis- 
sion an  inventory  complete  in  every  detail  and  assembled 
in  a  most  commendable  manner. 

The  Bell  company  accentuates  the  extreme  view  thus  pre- 
sented by  showing  that  the  Southern  Bell  company  is  but 
a  part  of  the  greater  unit,  the  Bell  System,  the  ultimate  par- 
pose  of  the  company  being  to  furnish  a  universal  service, 
enabling  any  two  people  wherever  located  to  have  telephone 
eommnnieation  one  with  the  other.  Such  a  system  might  be 
above  reproach  as  to  rates  and  charges  at  New  York,  a 
cut-throat  for  business  at  Mexico  City,  a  Shylock  for  the 
golden  ducats  of  Venice,  and,  utterly  inefficient  and  waste- 
ful at  Birmingham,  and  laugh  at  "  investigations  "  every- 
where. The  Commission  will,  therefore,  endeavor  to  ascer- 
tain conditions  as  they  are  at  Birmingham,  giving  consider- 
ations to  operations  at  or  with  other  points  of  the  Southern 
Bell  System,  or  of  the  universal  telephone  system,  only  in  so 
far  as  they  pertinently  affect  those  conditions.  This  course 
is  in  harmony  with  the  vievrs  of  the  Oklahoma  Supreme 
Court,  as  given  in  respondent's  brief,  from  which  we  quote 
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part  of  its  opinion  in  the  case  of  the  Pioneer  Telephone  and 
Telegraph  Company  v.  State,  167  Pacific  997,  as  follows: 

(1  •  •  ■  ijijjg  rule,  as  applicable  to  telephone  conipRnies,  is  frequently 
found  stAted  somewhat  as  follows :  In  order  that  local  exchange  rates 
may  be  reasonably  adjusted,  it  is  desirable  that  as  far  as  possible  they 
ahall  not  be  entangled  with  the  cost  of  the  long  distance  service,  and, 
therefore,  the  valuation  of  the  toll  plant  should  be  separated  from  the 
valuation  of  the  exchange  plant  as  far  as  practicable.  •  •  •  We, 
therefore,  conclude  that  where,  as  in  the  case  at  bar,  it  is  charged  that  the 
exchange  rates  of  a  single  municipality  are  unreasonable,  the  Corpora- 
tion Commission  in  finding  a  basis  for  the  adjustment  of  such  rate  should, 
as  far  as  practicable,  separate  the  valuation  of  the  toll  plant  from  the 
value  of  the  exchange  plant  and  equitably  apportion  between  them  the 
value  of  the  property  used  in  common  in  giving  both  classes  of  serviee." 

Having  contended  earnestly  for  the  doctrine  of  unity  of 
service,  investment  and  rates,  throughout  the  Southern  Bell 
System,  counsel  for  respondent  then  as  earnestly  contends 
that  our  examination  should  and  must  he  confined  to  the 
artificial  bounds  of  the  State,  as  the  Federal  courts  have 
made  it  clear  that 

"the  state  of  Alabama  through  this  Commission  can  only  consider  that 
part  of  the  business  of  the  company  whose  rates  are  subject  to  r^ulation 
nhich  lies  within  the  State  of  Alabama,  and  that  the  earnings  of  the  same 
company  gained  through  the  operation  of  its  property  in  other  states 
cannot  be  taken  into  consideration." 

This  hy  way  of  calling  checkmate  to  this  Commission, 
It  may  be  freely  conceded  that  this  Commission  has  no 
jurisdiction  over  the  rates  or  earnings  of  respondent  in 
other  states,  and  none  in  this  case  over  those  of  the  Ameri- 
can Telephone  and  Telegraph  Company,  whose  automaton 
respondent  is,  but  I  am  clearly  of  the  opinion  that  this 
Commission  has  the  right  —  as  it  is  its  duty  —  to  consider 
as  evidence  bearing  on  the  issues  involved  facta  before  it 
relating  to  respondent's  reserve  fund  for  depreciation, 
maintained  by  it  as  one  fund  for  its  entire  system,  so  far  as 
it  originated  at  Birmingham,  and  its  growth  or  depletion, 
the  value  of  instruments  rented  to  respondents  by  the 
American  Telephone  and  Telegraph  Company,  for  which 
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the  latter  exacts,  or  did  exact,  4i^  per  cent,  of  the  gross 
revenneB  of  respondent,  the  value  of  service  rendered  to 
the  respondent  by  the  American  Telephone  and  Telegraph 
Company,  and  the  circumstances  under  which  they  are 
rendered,  and  all  other  facts  pertinent  to  the  issues. 

I  cannot  acquiesce  in  the  doctrine  that  this  Commission 
is  without  power  to  prevent,  but  must  sit  supinely  by 
while  —  mayhap  —  as  it  is  charged  in  this  case,  the 
respondent  in  its  Birmingham  operations  is  bled  white  by  ■ 
the  American  Telephone  and  Telegraph  Company  through 
the  medium  of  a  dictated  fixed  charge  of  4^^  per  cent,  on 
its  total  gross  earnings  for  rental  of  telephone  instruments, 
with  the  sabsequent  claim  that  it  also  covered  compensation 
for  subsequent  voluntary  but  compulsory  services  by  the 
general  staff  of  the  American  Telephone  and  Telegraph 
Comipany,  and  by  an  arbitrary  division  by  the  American 
Telephone  and  Telegraph  Company  of  toll  earnings  orig- 
inated and  handled  by  respondent. 

These  practices  are  not  based  upon  contracts  made  by 
t^'o  public  utilities  dealing  at  arm's  length,  but  are  imposed 
npon  the  creature  corporation  by  its  owning  stockholder. 
Under  them,  if  in  fact  they  are  unfair,  it  cannot  be 
expected  that  the  Southern  Bell  company,  either  as  a 
system,  or'by  the  units  of  states,  or  in  the  operation  of  its 
plant  at  Birmingham,  will  ever  show  an  adequate  return 
on  its  investment,  bat  would  ever  be  kept  in  the  position 
of  the  two  daughters  of  the  hors,e  leech  ever  crying  "  give, 
give,"  if  the  American  Telephone  and  Telegraph  Company 
so  desired. 

Indeed,  what  would  it  matter  to  creator  or  created 
whether  the  former  gets  all  the  earnings  through  the 
medium  of  commissions  exacted  or  dividends  declared! 

Assume  that  these  fixed  charges  and  divisions  are 
either  improvident  or  fraudulent:  When  this  Commis- 
sion endeavors  to  ascertain  the  net  earnings  of  this  utility, 
it  is  its  duty  to  scan  its  disbursements,  no  matter  to  whom, 
as  well  as  its  receipts,  not  for  the  purpose  of  compelling 
restitution,  but  to  see  whether  it  has  not  exacted  of  the 
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public  more  than  a  sufficient  return,  if  providently  expended 
upon  its  capital  invested;  and  this  Commission  entertains 
no  doubt  as  to  its  power  —  or  duty  —  to  consider  such  facts 
and  reach  such  eonelusions  upon  the  questions  involved  as 
all  the  evidence  may  warrant.  This  it  can  do  without 
obtaining  jurisdiction  over  the  corporation  to  whom  such 
sums  were  paid. 

The  evidence  before  us  tends  to  show  that  the  Western 
Electric  Company,  another  subsidiary  of  the  American 
Telephone  and  Telegraph  Company,  is  rendered  the  same 
service  by  the  general  staff  of  the  American  Telephone  and 
Telegraph  Company,  as  it  renders  the  respondent,  but  it 
is  not  required  to  pay  41/2  per  cent,  of  its  gross  earnings  to 
its  controlling  corporation.  The  Western  Electric  Com- 
pany is  not  a  public  utility  company  and  the  public  are  not 
interested  in  its  profits.  It  sells  its  manufactured  electric 
and  telephone  supplies  to  the  general  public. 

This  contract,  direct  or  implied,  should  be  closely 
scrutinized  by  courts  and  commissions,  because  of  the  rela- 
tion of  the  corporations,  and  so  far  as  its  terms,  actnal  or 
implied,  are  hurtful  to  the  public,  should  be  disregarded. 

I  do  not  consider  the  arrangement  fraudulent,  and  it  may 
not  have  been  considered  unfair  when  given  the  form  of 
414  Pe^  cent,  of  total  gross  earnings;  but  it  wiU  be  noted 
that  the  American  Telephone  and  Telegraph  Company, 
through  its  general  staff,  rendered  the  Southern  Bell  com- 
pany the  same  varied  services  prior  to  November  22,  1902, 
as  subsequent  to  that  date,  and  made  no  charge  therefor 
other  than  the  rental  for  instruments. 

I  am  of  the  opinion  that  these  services  are  of  value  to 
the  Southern  Bell  company  and  through  it  to  its  patrons; 
but  the  bene6ts  claimed  by  this  respondent  to  have  been 
received  by  it  are  exaggerated  and  fanciful.  They  consist 
of  improvements  in  every  branch  of  the  art  of  telephony, 
and  of  local  business  methods  which  it  claims  to  have  been 
invented,  improved  or  inaugurated  by  its  parent  company 
and  passed  on  to  it  for  its  special  benefit,  notwithstanding 
the  fact  that  all  telephone  companies  partake  of  the  bene- 
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fits  of  practically  all  these  improvements  without  expense 
to  them. 

Counsel  for  respondent  in  his  hrief  says  that  about  50 
per  cent,  only  of  telephone  service  is  rendered  in  the  United 
States  by  the  American  TeleiAone  and  Telegraph  Company 
and  its  subsidiary  companies;  and  we  have,  therefore,  50 
per  cent,  of  the  business  conducted  by  other  general  staffs 
who  are  engaged  in  the  improvement  of  the  art  in  all  Its 
branches  and  business  methods,  or  obtain  gratuitously  from 
the  general  staff  of  the  American  Telephone  and  Telegraph 
Company,  the-  improvements  inaugurated  by  it. 

In  considering  the  propriety  and  amount  of  the  4%  per 
cent,  required  for  rent  and  services  by  the  American  Tele- 
phone and  Telegraph  Companj'  it  was  made  clear  by  the 
testimony  and  the  bearing  of  the  officers  themselves,  that 
respondent  has  a  capable,  efficient  and  well  paid  corps  of 
officers  who,  in  their  respective  departments,  will  compare 
favorably  with  those  of  the  general  staff  of  the  American 
Telephone  and  Telegraph  Company.  To  the  extent  that  they 
are  able  to  perform  the  duties  of  their  respective  offices,  no 
allowance  should  be  made  for  their  duplication  by  the 
^\merican  Telephone  and  Telegraph  Company ;  but  it  seems 
only  fair  to  me  to  allow  the  latter  company  a  reasonable 
compensation  for  services  actually  rendered  by  it  which 
the  respondent's  staff  could  not  render  and  which  are  val- 
uable to  respondent,  on  the  basis  of  quantum  meruit,  but 
not  of  contract. 

These  corporations  made  the  instruments  rented  the 
basis  of  compensation  in  the  first  instance,  and  I  use  the 
same  basis  in  endeavoring  to  allow  a  quantum  meruit  in 
excess  of  the  rental  originally  charged. 

In  the  light  of  all  the  evidence  before  me,  I  think  the  tes- 
timony of  Mr.  Bemis  in  allo^i-ing  the  smn  of  70  cents  per 
instrument,  would  be  reasonable. 

C-iPlTAL  Ina'ebted. 

I  have  given  most  careful  consideration  to  the  briefs  and 

authorities  cited  by  counsel  for  both  parties  to  this  cause 
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as  to  the  best  method  of  ascertaining  the  amount  of  capital 
invested  or  value  of  plant  upon  which  the  company  is  to-day 
entitled  to  a  return.  In  iollowing  the  evidence  pro  and  con, 
I  seem  to  find  myself  resting  on  the  firm  foundation  only 
when  I  accept  the  reasonable  common-sense  principle  so 
clearly  enunciated  by  Mr.  Halvord  Erickson.  a  witness  in 
this  case  in  behalf  of  respondent,  as  follows: 

"  The  original  cost  is  the  most  equitable  valuation  for  rate-makiDg 
purposes.  This  original  cost,  with  the  abnormal  and  irrelevant  items 
eliminated  or  readjiiBted,  should  represent  very  closely  the  legitimate, 
necessary  and,  therefore,  equitable  cost  of  the  physical  plant." 

Mr.  Erickson  was  thus  speaking  as  a  member  of  the  Wis- 
consin Railroad  Commission,  in  the  case  of  Hill  et  al.  v. 
Antiffo  Water  Company,  3  Wis.  R.  R.  Com.,  page  623. 
Other  methods  may  properly  be  resorted  to  when  used  in 
connection  with  the  above. 

It  is  true  that  Mr.  Erickson,  the  witness,  did  not  seem 
to  be  Mr.  Erickson,  the  judge,  but  he  is  one  and  the  same, 
and  not  really  in  conflict  with  himself.  As  a  witness,  he  is 
not  seeking  to  find  value  according  to  what  he  considered 
the  most  equitable  method,  but  is  being  examined  on  inven- 
tories submitted  to  him  and  asked  as  to  the  cost  of  repro- 
ducing such  property  as  of  July  1,  igiie,  and  also  such 
reproduction  cost  less  the  then  existing  depreciation. 

By  way  of  check  and  comparison  I  find  Mr.  Jagoe's  con- 
scientious inventory  and  appraisement  of  the  plant,  coupled 
with  his  estimate  of  what,  in  his  opinion,  would  enable  him 
to  bring  respondent's  plant  up  to  100  per  cent.,  especially 
helpful  and  trustworthy,  although  1  have  studied  the  testi- 
mony of  the  other  witnesses  on  this  subject. 

(a)  Peoples  Telephone  Company.  In  ascertaining  what 
capital  is  invested  in  the  Binningham  plant,  the  entire  out- 
lay for  the  plant  of  the  Peoples  Telephone  Company  should 
be  eliminated,  excepting  only  so  much  as  was  realized  from 
sale  of  material  or  material  actually  usable  as  used  by  the 
Bell  company.  Its  charter  had  been  forfeited,  its  fran- 
chise had  ceased  to  exist,  its  real  property  and  conduits  not 
required  and  never  used.    Its  purchase  was  improvident 
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and  the  patrons  of -the  company  should  not  be  taxed  for  its 
payment. 

(b)  Cost  of  organization,  attaching  business,  going  con- 
cern. I  cannot  see  upon  what  basis  the  supposed  expenses 
of  organization,  attaching  business,  etc.,  can  be  capitalized. 
They  are  sought  to  be  sustained  by  calculations  of  what  . 
might  or  shonid  be  expended  to  reproduce  them.  To  the 
extent  that  they  were  expended,  the  evidence  including  the 
company's  books,  tends  to  show  that  they  were  paid  out  of 
operating  revenues.  If  they  had  been  paid  for  out  of 
moneys  derived  from  the  sale  of  stocks  or  bonds,  such 
expenditures  would  be  represented  in  capital  account  by  the 
proceeds  of  such  stocks  or  bonds. 

"That  there  is  an  element  of  value  in  an  assembled  and  established 
plant,  doing  business  and  earning  money,  over  one  not  thus  advanced,  is 
nlf  evident* 

Plants  are  not  built  to  lie  idle,  and  they  are  not  self  oper- 
ating, and  when  none  of  the  capital  subscribed  and  none 
of  the  energies  of  the  working  organization  representing 
part  of  that  capital  have  been  used  to  get  customers  for  the 
output  of  the  plant,  the  latter  is  worth  less  than  the  capital 
invested.  But  where  part  of  the  capital  has  been  spent  in 
the  creation  of  a  working  organization,  and  that  organiza- 
tion has  been  maintained  out  of  operating  revenues 
derived  from  business  built  up  by  that  organization, 
it  CBJinot  be  said ,  that  the  stockholders  are  entitled  to 
returns  in  excess  of  their  capital  so  invested.  The  organi- 
zation so  created  and  maintained  by  capital  originally 
invested  and  operating  revenues,  by  obtaining  customers 
for  the  output,  has  given  life  to  the  dead  plant  and 
prevented  a  depreciation  of  the  investment. 

"  Going  value  or  going  concern  value,  i.  e.,  the  value  which  inheres  in  a 
plant  where  its  business  is  established,  is  distinguished  from  one  which 
has  yet  to  establish  its  business." 

But  I  cannot  see  in  this  principle  any  justification  for 
swelling  the  value  of  the  plant  upon  which  the  public  may 
be  required  to  jrield  a  return  by  the  addition  thereto  of  an 
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amount  equal  to  what  it  would  now  cost  to  again  build  up 
an  organization  and  obtain  business  equal  to  that  already 
existing,  all  of  which  has  already  been  paid  for  out  of  the 
original  investment  or  out  of  revenues  derived  from  the 
public. 

(c)  Material  and  stipplies  on  hand  and  working  capita} 
either  represent  that  part  of  the.  original  capital  set  apart 
for  use  as  needed  and  replenished  from  earnings,  or  they 
are  part  of  the  operating  revenues  held  in  suspense  await- 
ing use,  and  in  either  event,  the  company  is  not  entitled  to 
have  such  items  twice  considered,  in  ascertaining  a  fair 
return  on  their  investment.     They  do  not  represent  addi- 

.  tional  capital  put  into  the  business. 

(d)  Franchises.  I  cannot  discover  any  equitable  ground 
for  capitalizing  the  I'ree  gift  by  the  fttate  of  rights-of-way 
over  streets  and  roads,  or  even  considering  them  in  seeking 
a  just  valuation  of  its  plant  for  rate-making  purposes ;  nor 
has  respondent  discover<'d  sufficient  merit  in  its  contention 
to  induce  it  to  discover  a  basis  for  valuation  of  such 
franchises. 

Dephrciation'. 
Depreciation  is  the  constant  deterioration  of  a  plant 
which  is  not  made  good  by  ordinary  repairs  and  replace- 
ments. Careful  inspeetion  by  experts  may  approximate  it, 
but  the  correctness  of  their  conclusions  are  unprovable.  No 
plant  is  constructed  with  such  a  nicety  of  adjustment  in  all 
its  parts  (as  was  tiie  one  horse  shay  6f  fiction),  that  the 
entire  plant  and  every  separate  unit  thereof  will  give  way 
at  the  same  instant,  and  it  is  a  matter  of  connnon  observa- 
tion that  units,  apparently  identical,  have  varied  lives 
beyond  hmnan  capacity  to  measure  with  exactness.  It  can 
only  be  estimated  in  the  light  of  experience,  and  such  esti- 
mate should  be  used  as  a  guide  until  time  demonstrates  its  ' 
correctness.  Should  reseires  for  depreciation  accumulate 
to  an  amount  eqnal  to  or  greater  than  the  capital  invested, 
it  would  not  re<iuire  an  expert  to  find  that  the  percentage 
set  apart  for  depreciation  was  too  great.  The  extent  of 
accrued  depreciation  in  a  plant  depends  largely  upon  the 
amount  spent  annually  upon  repairs  and  replacements.    As 
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I  understand  the  evidence  presented  by  respondent,  the 
physical  condition  of  its  plant  at  the  time  of  the  hearing 
was  placed  at  90  per  cent.  The  -witness,  Kelsey,  considered 
it  100  per  cent.  good.  Kelsey  also  testified  that  respond- 
ent's books  show  an  annual  expenditure  for  maintenance, 
reconstruction,  and  removal  of  telephones,  per  station, 
(numbering  14,936  in  1915)  as  follows: 

1906 $11  40 

1907 10  89 

1908 10  80 

1909 10  50 

1910 10  ^0 

1911 10  47 

1912 '  10  28 

1913 10  50 

1914 10  09 

1915 9  27 

1916 9  20 

Average  for  11  years ' $10  33 

Th?  station  basis  of  calculating  depreciation  does  not 
appeal  to  me,  but  on  this  point  it  is  the  tetal  expenditures 
made  for  this  purpose  that  I  have  in  mind. 

This  would  tend  to  show  that  an  annual  reserve  of  much 
less  than  5  per  cent,  would  have  been  sufficient  to  maintain 
the  plant  at  100  per  cent.,  and  that  the  plant  after  a  life  of 
thirty-five  years  had  reached  its  stride,  and  required  less 
reserve  for  depreciation  than  is  set  aside  by  the  company. 
The  following  tabulation,  showing  amounts  reserved  for 
depreciation  and  amounts  expended,  also  indicates  that  the 
percentage  reserved  for  depreciation  is  too  great,  figures 
being  from  Kelsey's  testimony: 

Reserved  Expended 

1913 $111,444  44  $76,714  28 

1914 122,235  75  51,704  18 

1916 148,858  57  66,717  50 

1916 154,793  85  38,336  86 

First  Vz :  1917   83,865  76  20,357  56 

•.f631,198  38  $253,830  38 

*  An  error  is  apparent. 
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In  other  words,  while  the  plant  has  been  kept  up  in  a  high 
state  of  preservation,  the  reserve  for  depreciation  has 
accumulated  to  the  extent  of  $377,368. 

The  witness  Sangster  (Exhibit  F)  shows  the  total  reserve 
for  accrued  depreciation,  as  applied  to  Bii-niingham  for 
nine  and  a  half  years,  ending  June  30, 1917,  was  $786,512.86, 
of  which  there  had  been  expended  $479,182.81,  leaving  an 
unexpended  reser\'e  for  depreciation  of  $307,330.05.  Peti- 
tioner contends  that  certain  sums  expended  for  dismant- 
ling the  Peoples  Home  plant  were  charged  to  reserve  for 
depreciation,  but  improperly  so;  and  that  these  amounts 
should  be  treated  as  unexpended,  making  the  net  proper 
expenditures  $462,758.18,  and  leaving  an  unexpended 
balance  of  $323,754.68  in  reserve. 

It  seems  to  me  that  an  annual  reserve  for  depreciation, 
of  say  $80,000,  for  such  time  as  reports  to  the  Commission 
would  indicate  an  accumulation  of  not  less  than  20  per 
cent,  of  the  value  of  the  Birmingham  plant,  would  be  suffi- 
cient. 

The  zone  syatcm  in  the  corporate  limit  is  arbitrary  and 
discriminatory.  The  company  accepted  the  benefit  of  laws,  , 
authorizing  it  to  furnish  all  the  inhabitants  of  the  entire 
city  with  telephone  service.  The  company  locates  its 
exchanges  where  it  wills,  and  thus,  under  the  zone  system, 
those  nearest  the  exchange  are  given  a  benefit  not  contem- 
plated when  the  charter  was  granted.  The  franchise  was 
given  as  a  whole,  and  I  think  the  service  should  be  on  the 
same  basis  without  discrimination,  and  this  can  only  bft 
done  by  the  abolition  of  the  zone  system  within  the  cor- 
porate limits.  Birmingham  Water  Company  v,  Broivn, 
191  Ala. 

Extension  Telephones. 

I  do  not  think  there  is  a  proper  basis  for  charging  $1.50 
per  month  for  each  extension  telephone.  Apart  from  the 
added  cost  of  the  extension  and  its  installation,  it  results 
in  capitalizing  the  convenience  of  the  customer  without 
appreciable  addition  to  the  sei"vice  actually  rendered  by  the 
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company ;  a  charge  of  not  exceeding  75  cents  per  month 
has  been  held  reasonable  in  a  number  of  states,  and  I  think 
the  same  should  be  allowed  in  Birmingham. 

In  so  far  as  the  foregoing  views  differ  from  the  majority 
of  the  Commission,  I  dissent  therefrom.  However,  as  the 
evidence  appears  to  me,  the  Southern  Bell  Telephone  and 
Telegraph  Company's  net  revenues  from  its  Birmingham 
plant  are  not  shown  to  be  in  excess  of  6i/^  per  cent,  on  its 
Birmingham  plant  at  the  time  of  the  hearing;  and  under 
conditions  discovered  by  the  evidence,  I  do  not  think  the 
Commission  would  be  justified  in  a  present  reduction  in 
rates. 

October  22, 1918. 
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CALIFORNIA. 
Railroad  Gommission. 

In  re  Rules  (Joverning  Construction  and  Operation  of 
Power  and  Communication  Ijtnes  for  the  Prevention 
OR  Mitigation  of  Inductive  Interference. 

General  Order  No.  52. 

Decided  July  3,  1918. 

IhilM  for  Oonstrnctioii  and  Operation  of  Power  uid  Oonunniucktloii 
Lines,   for  Prerention  or  Hitig»tioii  of  Indnctive 
ZnterfereBce,  Prescribed. 
It  is  hereby  ordered,  That  the  following  rules  to  govern 
the  construction  and  operation  of  power  and  communication 
lines,  subject  to  the  jurisdiction  of  this  Commission,  In  bo  . 
far  as  that  construction  or  operation  applies  to  the  pre- 
vention or  mitigation  of  inductive  interference,  as  herein- 
after stated,  be  adopted  and  effective  August  1,  1918. 

Definitions. 
Certain  technical  terms  are  employed  herein  in  the  senses 
set  forth  in  the  following  definitions : 

1.  Class  H  Power  Circuit  means  any  overhead  open-wire  constant- 
potential  alternating-current  power  transmission  or  distribution  circnit  or 
electrically  connected  network  which  has  5,000  volts  or  more  between  any 
two  conductors  or  2,900  volts  or  more  between  any  conductor  and  gi^and; 
except  railway  trolley  circnita  and  feeders  electrically  connected  therewith. 

2.  Electri^ially  Connected  means  connected  by  a  conducting  path  or 
through  a  condenser,  as  distinguished  from  connection  merely  through 
magnetic  induction. 

3.  Signal  Circuit  meajia  any  telephone,  telegraph,  messenger  call,  clock, 
fire,  police  alarm  or  other  circuit  of  similar  nature  used  exclusively  for 
the  transmission  of  signals  or  intelligence,  which  operates  at  less  than 
400  volts  to  ground,  or  750  volts  between  any  two  points  of  the  circuit, 
provided  that  if  the  voltage  exceeds  150,  the  power  transmitted  shall  not 
exceed  150  watts. 

4.  Communication  Circuit  means  any  overhead  open-wire  signal  circuit, 
except  that,  if  such  circuit  be  a  telephone  circuit,  it  is  limited  to  inter- 
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exchange  metallic  telephone  eircnits  and  to  metallic  telephone  oircnits 
operated  by  a  railroad  or  other  company  for  dispatching  purposes,  or  for 
public  nse  between  separate  communities. 

6.  Line  means  any  circuit  or  aggr^ation  of  circnits  carried  on  poles  or 
towers,  and  includes  the  sapporting  elements. 

6.  Parallel  means  a  condition  where  a  Class  H  power  circuit  and  a 
comnmnieation  circuit  follow  substantially  the  same  course  or  are  otherwise 
in  proximity  for  a  sufficient  distance  so  that  the  power  circuit  is  liable  to 
create  inductive  interference  in  the  communication  circuit. 

With  some  parallels  interference  occors  only  at  times  of  abnormal  con- 
ditions on  the  power  circuit  in  wfaicli  ease  such  of  these  rules  as  affect 
induction  only  under  normal  operating  conditions  do  not  apply.  When 
the  application  of  any  rale  is  thus  restricted,  the  condition  under  which 
the  rule  applies  is  referred  to  as  a  "  normal "  parallel. 

7.  Configuration  means  the  geometrical  arrangement  of  a  circuit  or 
circuits,  including  the  size  of  the  wires,  and  their  relative  positions  with 
respect  to  one  another  and  earth. 

S.  Transposition  denotes  an  int«rchange  of  position  of  the  conductors 
of  a  circuit  between  sai^cessive  lengths  thereof. 

9.  Diacontinuitff  means  any  abrupt  change  in  the  relative  positions  of  a 
power  and  a  communication  circuit,  or  any  abrupt  change  in  conflgnration, 
line  impedance  or  load  along  either  such  circuit  (including  aueh  changes 
due  to  connected  circuits,  transformers,  cables,  loading  coils  or  other 
apparatus)  which  materially  affects  the  magnitude  or  phase  of  the  induced 
voltages  or  currents  per  unit  length  or  the  capacitances  of  either  circuit. 
Transpositions,  however,  are  not  considered  to  he  discontinuities. 

10.  .Barrel  means  an  arrangeinent  of  a  section  of  power  circuit  within 
which  each  conductor  occupies  each  of  the  conductor  positions  for  such 
distances  as  will  result  in  a  maximum  d^^ree  of  balance. 

11.  Co-ordination  as  applied  to  transposition  systems  means  that  the 
transpositions  in  power  and  communication  circuits  involved  in  a  parallel 
are  efficiently  located,  witb  respect  to  each  other  and  to  the  discon- 
tinuities, for  reducing  the  inductive  effects  on  the  communication  circuits. 

12.  Balanced  atid  Regidual  Voltages:  The  voltages  to  ground  of  the 
several  wires  of  a  power  circuit  are  divided  for  convenience  into  two 
classes  of  components :  balanced  and  residual. 

The  balanced  volti^res  arc  those  components  which  are  equal  in  magni- 
tude and  have  such  phase  relations  that  their  algebraic  sum  is  zero  at 
every  instant. 

The  remaining  eompouents  of  the  voltages  to  ground,  which  exist  under 
conditions  other  than  perfect  balance,  are  termed  residual.  They  are 
equivalent  to  a  single-phase  voltage  impressed  between  the  power  wires 
in  multiple  and  ground.  The  sum  of  the  residual  components  ia  termed 
the  residua]  voltage  of  the  circuit.  In  case  of  a  three-phase  circuit  it  is 
three  times  the  equivalent  single-phase  voltage  mentioned  above. 
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Mathematically  expressed,  the  residual  voltage  is  the  vector  sum  of  the 
voltages  to  ground  of  the  several  wires  of  a  power  circuit,  while  the 
balanced  voltages  are  those  components  whose  vector  snm  is  icro. 

13,  Btdanee4  <"w*  Reeidual  Currents :  The  currents  in  the  several  wires 
of  a  power  circuit  are  divided  for  convenienoe  into  two  classes  of  com- 
ponents: balanced  and  residual. 

The  balanced  currents  are  those  wholly  confined  to  the  wires  of  the 
circuit.    Hence,  their  algebraic  sum  is  cero  at  every  instant. 

The  remaining  components  of  the  currents  in  the  several  wires,  which 
exist  under  conditions  other  than  perfect  balance,  are  termed  residual. 
The  sum  of  the  residual  components  is  the  residual  current  of  the  circuit. 
It  is  equivalent  to  a  single-phase  current  in  a  circuit  having  the  power 
wires  in  multiple  as  one  side,  and  ground  as  the  other. 

Mathematically  expressed,  the  residual  current  is  the  vector  sum  of  the 
currents  in  the  several  power  wires,  while  the  balanced  currents  are  those 
components  whose  vector  sum  is  zero. 

Rules, 
i.  gbkekal  provisions. 

(I.  AppUcdbUity  of  Rules. 
These  rules,  except  as  otherwise  provided  in  I  (c),  shall 
apply  and  be  effective  as  follows: 

(1)  Rules  limited  to  lines  involved  in  a  parallel,  or  to  apparatus  con- 
nected to  Kuch  lines,  shall  apply  only  in  case  of  conditions  of  inductive 
interference  created  hereafter;  except  that  rules  relating  to  the  operation 
or  maintenance  shall  apply  to  alt  such  lines  and  apparatus,  both  existing 
and  new. 

(2)  Rules  not  limited  to  lines  involved  in  a  parallel,  or  to  apparatus     * 
cnnnect«d  to  such  lines,  shall  apply  to  new  construction  only,  including, 
however,  existing  lines  and  apparatus  when  such  are  generally  recon- 
structed or  renewed. 

6.  Co-operation. 
Any  party  contemplating  new  constmction  which  may 
create  a  parallel  shall  confer  with  the  other  party  or  parties 
coiieei'iied  and  they  shall  co-operate  with  a  view  of  avoid- 
ing the  parallel,  or,  if  this  be  impracticable,  of  minimizing 
the  resulting  interference.  Failure  to  comply  with  this 
requirement  will  receive  consideration  by  this  Commission 
in  any  snhsequent  issne  involving  such  construction. 
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e.  Principle  of  Leant  Cost. 
When  there  are  two  or  more  different  practicable 
methods  of  avoiding  or  mitigating  interference,  the  method 
which  involves  the  least  total  cost  shall  in  general  be 
adopted  irrespective  of  whether  the  necessary  changes  are 
made  in  the  plant  of  the  party  creating  the  parallel  or  in 
the  plant  of  the  other  party ;  provided,  however,  that  prefer- 
ence shall  be  given  to  methods  of  avoiding  a  parallel  over 
methods  of  mitigating  interference ;  and  provided,  further, 
that  as  betiA'een  different  methods  of  mitigation  having 
different  degrees  of  effectiveness,  the  most  effective  method, 
the  cost  of  which  can  be  justified,  shall  be  adopted.  In 
estimating  such  costs,  all  factors  of  expense  to  both  parties 
shall  be  taken  into  account. 

d.  Existing  Parallels. 

Parties  operating  power  or  communication  lines  shall 
exercise  due  diligence  in  applying  measures,  in  general 
accordance  with  the  principles  of  these  rules,  for  mitigat- 
ing inductive  interference  due  to  existing  parallels.  Any 
such  parallels  which  now  or  hereafter  cause  excessive  inter- 
ference shall  be  attended  to  promptly. 

When  lines  involved  .in  existing  parallels  are  added  to, 
extended  or  geiierally  reconstructed,  or  when  additional 
apparatus  is  connected  to  such  lines,  or  when  apparatus 
now  connected  to  such  lines  is  renewed  or  rearranged,  the 
new  or  changed  plant  shall  thereafter  conform  to  the  pro- 
visions of  these  rules. 

e.  Saving  Clause. 
Any  party  desiring  to  make  a  departure  from  these  rules 
regarding  the  operation  or  reconstruction  of  lines  now 
existing  or  believing  that  these  rules  work  an  injustice  or 
an  undue  hardship,  may  file  a  written  petition  with  the 
Railroad  Commission,  whereupon  the  Commission  will  take 
such  action  as  may  seem  to  it  proper. 
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The  Commission  reserves  the  right  to  modify  any  of  the 
provisions  of  these  rules  in  any  specific  case  or  otherwise, 
when,  in  the  Commission's  opinion,  public  interest  would 
be  the  better  served  by  so  doing. 

/.  Information  for  Commission. 
Parties  operating  or  constructing  power  or  communica- 
tion lines,  subject  to  the  jurisdiction  of  this  Commission, 
involved  in  or  which  may  become  involved  in  a  parallel, 
shall  file  with  the  Railroad  Commission,  as  the  Commis- 
sion may  require,  infoimation  appertaining  to  measures 
for  the  prevention  or  mitigation  of  inductive  interference 
agreed  upon  between  said  parties. 

II.   LOCATION  OF  LINES. 

a.  Avoidance  of  Parallels. 

Every  reasonable  effort  shall  be  made  to  avoid  creating 
parallels.  If  the  parties  concerned  can  agree  upon  a  plan 
for  providing  an  adequate  separation  of  the  tiJi'o  classes  of 
lines  so  as  to  avoid  interference,  such  plan  shall  be  put 
into  effect.  In  no  case  shall  a  parallel  be  created  unless 
the  cost  of  avoidance  by  separation  is  greater  than  the  cost 
of  the  remedial  measures  required  by  these  rules. 

b.  Notice  of  Intention. 

The  party  proposing  to  build  a  new  Class  H  power  or  a 
communication  line  which  may  create  a  parallel,  or 
generally  to  reconstruct  or  change  the  operating  conditions 
of  an  existing  line  involved  in  a  parallel,  shall  give  due 
notice  (at  least  sixty  days  where  practicable  but  in  any 
event  not  less  than  twenty  days  in  advance  of  construction, 
except  for  minor  extensions,  for  which  notice  shall  be  given 
immediately  after  the  work  is  authorized)  of  such  intention 
to  the  other  party  and  to  the  Railroad  Commission,  includ-  ■ 
ing  full  information  as  to  the  location  within  the  parallel 
and  such  other  features  of  the  proposed  line  as  would  affect 
induction. 
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c.  Distance  Betireen  Lines. 

Class  H  power  lines  and  eoinninnieation  lines  shall  be 
kept  as  far  apart  as  practicable.  Their  separation  should 
l>e  at  least  equal  to  the  height  above  ground  of  the  power 
wires,  except  when  closer  proximity  is  unavoidable. 

If,  in  any  case  of  inductive  interference,  it  should  be 
found  impracticable  to  obtain  a  proper  degree  of  relief 
by  means  of  the  remedial  measures  set  forth  in  these  rules 
or  by  other  measures  of  a  remedial  nature,  the  parties  con- 
cerned shall  agree  upon  and  put  into  effect  a  plan  for 
increasing  the  separation  of  the  lines  within  the  parallel. 

To  promote  the  effective  application  of  transpositions, 
both  parties  shall  endeavor  to  maintain  a  uniform  separa- 
tion of  the  two  lines  throughout  each  normal  parallel. 
However,  in  general,  when  it  is  feasible  to  secure  more  than 
a  20  per  cent,  increase  in  separation,  for  a  distance  in  excess 
of  one  mile,  this  shall  be  done. 

d.  Length  of  Parailels. 

Parallels  shall  be  made  as  short  as  practicable. 

c.  Discontinuities. 

In  the  location,  construction  and  general  reconstruction 
of  lines  within  normal  parallels  every  reasonable  effort 
shall  be  made  to  avoid  discontinuites  (except  those  due  to 
increases  in.  separation  as  provided  for  in  c  above)  which 
would  interfere  with  the  application  of  effective  and 
economical  co-ordinated  transposition  systems  in  the  power 
and  commnnication  lines. 

In  the  location  and  construction  of  the  first  line  along  a 
public  highway,  special  effort  shall  be  made  to  avoid  cross- 
ing the  highway  and  also  to  avoid  other  features  which 
would  result  in  unnecessary  discontinuities  in  the  event  of 
the  construction  of  another  line  along  the  same  highway. 

ni.    DESIGN   AND  CONSTRUCTION  OF  LINES. 

o.  General  Requirements. 
The  quality  of  material,  workmanship,  methods  and  grade 
of   construction  shall  be   in   accordance   with   approved 
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modern  practice  with  special  regard  to  the  prevention  of 
.  failures  and  the  avoidance  .of  features,  such,  for  example, 
as  inferior  insulation,  which  would  tend  to  cause  or  pro- 
mote inductive  interference. 

b.  Arrangement  and  Spacing  of  Power  Conductors. 
In  the  design  for  construction  or  general  reconstruction 

of  Class  H  power  lines,  consideration  shall  be  given  to  the 
configuration  of  the  Unes  with  a  view  to  minimizing  (1) 
throughout  the  entire  length  of  the  line  inequalities  among 
the  capacitances  to  earth  of  the  conductors;  and  (2)  within 
normal  parallels  the  intensity  of  the  inductive ,  effects. 
When  two  or  more  circuits  are  carried  on  one  line  the 
phase  relations  among  the  conductors  of  the  different 
circuits  should  be  chosen  with  the  same  purposes  in  view. 

Excessive  spacing  of  conductors  should  be  avoided. 

Two-wire  branches  electrically  connected  to  a  three-phase 
Class  H  power  circuit  should  be  avoided  except  those  so 
short  that  they  do  not  materially  unbalance  the  three-phase 
circuit.  Where  such  branches  are  employed  they  should 
be  so  distributed  as  to  cause  minimum  unbalance. 

No  single-wire  grounded  Class  H  power  or  branches  of 
multi-wire  Class  H  power  circuits  shall  be  employed. 

c.  Transpositions  —  General. 

All  Class  H  power  circuits  and  metallic  communication 
circuits,  or  extensions  of  such  circuits,  hereafter  con- 
structed or  generally  reconstructed,  shall  be  transposed 
throughout  their  entire  lengths  in  such  manner  as  to  balance, 
as  nearly  as  practicable,  the  capacitances  to  earth  of  their 
conductors.  For  single-circuit  three-phase  lines  the  maxi- 
mum length  of  barrel  for  this  purpose  shall  be  12  miles  for 
circuits  of  triangular"  configuration  and  6  miles  for  other 
configurations.  For  twin-circuit  three-phase  lines,  the 
maxinmm  length  of  barrel  shall  he  6  miles ;  except  that  for 

*  A  triangular  conflgrnratioti  as  here  used  means  one  in  which  the 
altitude  of  the  triangle  exceeds  one-half  the  length  of  the  longest  side  aa 
base. 
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circuits  of  the  vertical  type  {including  cases  with  the  middle 
c«ndactors  displaced  slightly  outward)  and  the  equilateral 
triang:alar  type  with  vertices  upward,  9-mile  barrels  inay 
be  used  when  the  circuits  are  interconnected  for  minimum 
unbalances. 

Exeeptiona:  Power  lines,  located  principally  on  private  r^hts^f-way  . 
and  not  electrically  connected  to  the  other  lines,  are  exempt  from  this  mie 
if  separated  from  existing  commonieation  lines,  and  from  h^faways 
required  for  the  future  construction  of  communication  linee,  by  distances 
not  lees  than  those  given  below,  except  for  cros«ngs  at  aisles  over  30 
dc^frees  and  other  sections  of  unavoidable  closer  prosimity  not  exceeding 
one  mile  in  total  length  in  each  10  consecutive  miles  of  line;  provided, 
however,  that  such  sections  of  closer  proximity  to  any  one  such  communi- 
eatioa  line  or  highway  shall  not  exceed  one  mile  in  each  30  consecutive 
miles  of  line. 


Voltage  between  Potrer  Cooduclors 

Minimum 
Bepsrstkm 
from  High- 
ways and 

LiDee 

»,000-  78,000 

750  feet 

850  feet 

IflOOfMt 

For  power  lines  meeting  all  these  conditions  for  exemption  except  that 
they  are  electrically  connected  to  other  lines  throi^li  anto-brausformers, 
the  maxunnm  lengths  of  barrel  may  be  twice  those  specified  above. 

TThe  question  of  whether  highways  that  may  be  involved  will  be  required 
for  future  communicatioi^  lines  riiall  be  settled  by  agreement  between  the 
power  company  contemplating  construction,  the  communication  companies 
operating  within  the  territory  to  be  traversed  and  the  Railroad  Commis- 
non.  In  the  event  of  disagreement,  or  if  there  is  no  such  communication 
company,  the  matter  shall  be  referred  to  this  Commissioo.  In  cases  where 
the  proposed  use  of  a  particular  highway  by  a  communication  company 
would  be  the  determining  factor  in  deciding  whether  a  given  power  line 
must  be  transposed,  ench  communication  company  shall  make  an  effort  to 
locate  its  proposed  line  elsewhere  and  the  decision  shall  be  made  in 
aeeordance  with  the  principle  of  least  cost  laid  down  in  I  (c). 
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Existing  Class  H  power  circnits  and  those  exempted 
under  the  preceding  paragraph,  which  hereafter  become 
involved  in  normal  parallels,  shall  be  transposed  so  as  to 
balance  their  capacitances  to  earth,  when  necessary  for 
limiting  residual  voltages  and  currents  to  amounts  which 
can  be  tolerated.  The  location  and  number  of  transposi- 
tions for  this  purpose  shall  be  determined  by  agreement  of 
the  parties  concerned. 

In  the  location  and  spacing  of  the  transpositions,  due 
regard  shall  be  paid  to  discontinuities  which  affect  the 
capacitances  of  the  circuit.  Sections  of  circuit  between 
such  points  of  discontiimity  shoidd  be  treated  independ- 
ently. 

In  general,  transpositions  should  be  omitted  at  the 
junction  points  of  successive  barrels. 

Metallic  communication  circuits,  and  single-phase  and 
two-phase  Class  H  power  circuits,  shall  be  transposed  at 
intervals  not  exceeding  4  miles. 

Power  circuits  less  than  3  miles  in  length  are  not 
required  to  be  transposed  outside  of  parallels,  except  when 
the  absence  of  transpositions  would  materially  impair  the 
balance  of  other  circuits  to  which  they  are  electrically 
connected. 

Power  circuits  with  grounded  neutrals  having  a  voltage 
of  less  tban  12,500  volts  between  conductors  are  not 
required  to  be  transposed  outside  of  parallels,  except  where 
the  lack  of  such  transpositions  in  any  specific  case  is  the 
cause  of  interference. 

Within  normal  parallels  the  transpositions  in  the  two 
classes  of  circuits  shall  be  as  provided  in  {d)  below.  When 
the  transpositions  required  in  a  parallel  impair  the  general 
transposition  system  of  either  line  outside  the  limits  of 
the  parallel,  the  necessary  readjustment  of  transpositions 
shall  be  made  in  the  sections  of  line  adjacent  to  the  parallel, 
as  a  part  of  the  remedial  measures  therefor. , 

d.  Transpositions  —  Inside  Limits  of  Parallels. 
Within  each  normal  parallel  an  adequate  scheme  of  trans- 
positions, to  neutralize  so  far  as  practicable  the  inductive 
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effects,  shall  be  installed  in  the  power  circuits,  and  also  in 
the  eommunication  circuits,  provided  the  latter  are  metallic. 
The  transposition  systems  in  the  two  classes  of  circuits 
shaH  be  properly  co-ordinated.  The  parties  concerned 
shall  co-operate  to  determine  upon  the  transposition  scheme 
to  "be  employed.  The  transpositions  required  in  the  line 
last  constructed  shall  be  installed  before  it  is  placed  in 
service. 

In  applying  the  ioregong,  the  following  rules  shall,  in 
general,  be  observed: 

(1)  For  each  nonnal  panltri  at  least  one  bairel  shall  be  installed  io 
the  power  eirenit.  This  applies  also  to  a  section  of  parallel  where  it  i& 
not  practicable  to  obtain  a  balance  by  combining  it  with  another  section. 
In  applying  this  mle  it  is  not  intended  ordinarily  to  change  the  span 
lengths  required  for  other  purposes. 

(2)  In  long  uniform  parallels  or  sections  of  parallel,  involving  a  tele- 
phone line  at  highway  separation  from  the  power  line,  the  barrels  shall  be 
3  miles  in  length,  subject  to  such  variation  as  may  be  necessary  for 
co-ordination  with  the  transpositions  required  in  the  telephone  circuits. 
Transpositions  should,  in  general,  be  omitted  at  the  junction  points  of 
successive  barrels. 

(3)  Except  as  modified  by  (1)  above,  the  number  of  transpositions 
required  in  power  circuits  paralleling  telephone  circuits  shall  be  subject 
to  the  following  limitations  expressed  in  terms  of  the  average  distance 
between  saccessive  transpositions. 

(a)  For  power  circuits  of  50,000  volts  or  more  between  conductors,  not 
less  than  one  mile. 

(h)  For  power  circuits  of  less  thsn  50,000  volts  between  conductors, 
not  lees  than  one-sixth  mile.* 

(4)  In  case  of  a  parallel  between  a  power  line  and  a  tel^^ph  line  or 
other  grounded  communication  line,  the  transpositions  in  the  power  circnit 
shall  be  located  with  due  retard  to  the  limits  of  the  parallels  and  to  dis- 
continuities, in  order  to  form  as  nearly  as  practicable  a  balanced  eastern, 
subject  to-  the  condition  that  the  transpositions  in  the  power  circuit  are 
not  leqnirad  to  be  less  than  one  mile  apart,  except  as  modified  by  (1) 
above.  In  long  uniform  sections  of  parallel,  barrels  6  miles  in  lei^th 
should,  be  snfScient.  Transpositions  should  be  omitted  at  the  junction 
poiqts,  pf  successive  barrels. 

"  While  barrels  of  approximately  3  tniles,  as  provided  in  (2)  above,  are 
generally  to  be  employed,  the  shortA'  barrels  specified  in  (3)  are  some- 
times necessary  in  short  parallels  and  in  short  sections  of  parallels,  in 
order  to  co-ordinate  with  the  discontinuities  and  obtain  a  proper  d^^ree 
of  balance. 
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(6)  The  question  of  the  inoet  ec(»iomical  echeme  to  accomplish  the  pur- 
pose shall  always  be  considered.    Effort  shall  be  made  to  utilize  as  many 

as  practicable  of  the  existing  transpositions. 

It  is  suggested  that  in  case  of  a  short  section  of  a  new 
line,  not  sufficient  of  itself  to  require  transpositions,  bat 
which  is  likely  to  be  extended  later  so  that  transpositions 
would  then  be  necessary,  consideration  be  given  tb  the 
advisability  of  installing  one  or  more  suitably  located 
transpositions  in  the  new  section  of  line  while  it  is  being 
constructed  in  order  to  avoid  interrupting  the  service  by 
adding  transpositions  afterw^ards. 

Exceptions:  Cases  of  parallelism  may  occur  where  the  interference  is 
due  almost  wholly  to  residual  voltages  and  currents  in  which  event  trans- 
positions in  the  power  circuit  are  not  required,  except  as  provided  in 
III  (c). 

IV.   DESIGN,   CONSTRUCTION    AND   AIIRANGEMBNT   OF    APPARATUS. 

a.  Quality  and  Suitability. 

In  designing,  specifying,  or  otherwise  determining  the 
quality  or  suitability  of  apparatus  to  be  connected  to  Class 
H  power  or  communication  circuits,  and  in  arranging  such 
apparatus  for  use,  effort  shall  be  made  to  avoid,  so  far  as 
is  reasonably  practicable,  all  features  which  would  tend 
to  create  or  promote  inductive  interference  under  either 
normal  or  abnormal  conditions.  As  instances  in  applying 
the  foregoing,  the  following  rules  shall  be  observed. 

b.  Rotating  Machinery. 

In  order  to  improve  conditions  generally,  companies 
operating  Class  H  power  circuits  shall  make  every  effort  to 
minimize  the  high  frequency  components  of  voltages  and 
currents  caused  by  rotating  machinery.  All  new  rotating 
machinery  shall  have  as  nearly  as  practicable  a  pare  sine 
wave  of  voltage  and  shall  not,  in  any  case,  deviate  there- 
from to  exceed  the  limit  set  forth  in  the  present  standardi- 
zation rules  of  the  American  Institute  of  Electrical 
Engineers. 
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No  ground  coimection  shall  be  used  on  the  armature 
winding  of  an  alternating-current  generator  or  motor 
electrically  connected  to  a  potter  circuit  involved  in  a 
normal  parallel  unless  means  are  employed  to  avoid  unbal- 
ancing.the  circuit  and  to  reduce  triple-liarmonic  residuals 
as  far  as  may  be  necessary  and  practicable. 

c.  Tratisformers  and  Their  Connections. 

In  order  that  the  wave-shape  of  voltage  and  current  may 
be  distorted  as  little  as  practicable  by  transformers,  all 
new  transformers  on  Class  H  power  circuits  should  have 
an  exciting  current  as  low'  as  is  consistent  with  good  prac- 
tice, and  whieli  shall  not,  at  rated  voltage,  exceed  10  per 
cent,  of  the  full  load  current;  except  that  for  transformers 
without  neutral  ground  connections  on  the  line  side,  the 
exciting  current  at  rated  voltage  need  not  be  less  than  0.2 
ampere. 

Where  three-phase  transformers  are  employed  with 
grounded  neutrals  the  core  type  is  preferable  to  the  shell 
type. 

Transformers  or  transformer  banks  shall  not  be  grounded 
at  such  points  of  their  windings  as  to  unbalance  a  connected 
circuit  involved  in  a  normal  parallel.  As  important  cases 
under  this  rule,  no  grounded  single-phase,  grounded  three- 
wire  two-phase,  or  grounded  open-star  three-phase  con- 
nection shall  be  so  employed. 

No  star-connected  transformers  or  auto-transformers 
shall  be  employed  with  a  grounded  neutral  on  the  side 
connected  to  a  three-phase  pow^er  circuit  involved  in  a 
normal  parallel,  unless  -  lott'-impedance  delta-connected 
secondary  or  tertiar>'  windings  or  other  equivalent  means 
are  used  for  suppressing  the  triple  harmonic  components 
of  the  residual  voltages  and  currents  introduced  by  the 
transformers. 

Care  shall  be  taken  that  the  individual  units  in  each 
grounded  neutral  bank  of  transformers,  connected  to  a 
circuit  involved  in  a  noraial  parallel,  are  alike  as  to  type 
and  rating,  including  all  electrical  characteristics,  and  that 
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they  are  similarly  connected,  so  as  not  to  unbalance  the 
circuit. 

, Closed-delta  connections  shall  be  used  wherever  prac- 
ticable in  preference  to  op^n-delta  connections  on  three- 
phase  power  circuits  involved  in  normal  parallels.  When 
open-delta  connections  are  employed,  an  effort  shall  be 
made  to  distribute  such  connections  equally  among  the  three 
phases. 

Where  triple-hamionic  residual  voltages  and  currents 
due  to  star-connected  transformer  banks  exist  in  amounts 
which  cannot  be  tolerated,  and  it  is  inexpedient  to  isolate 
the  transformer  neutrals,  such  residuals  shall  be  limited  by 
operating  the  transformers  at  reduced  magnetic  density  or 
by  other  available  means. 

d.  Rectifiers. 
Rectifiers  and  other  apparatus  tending  to  distort  the 
alternating  current  wave  when  installed  on  power  lines 
involved  in  normal  parallels,  shall,  if  necessary,  be  equipped 
with  suitable  auxiliary  apparatus  to  prevent  harmful  dis- 
tortion of  the  wave-form  of  power  circuit  voltage  or  current. 

•     e,  Sivitches, 

Each  oil-break  switch  in  a  power  circuit  involved  in  a 
parallel,  located  between  the  source  or  sources  of  energy 
and  the  parallel,  and  used  for  energizing  or  de-energizing 
the  circuit,  shall  have  all  poles  mechanically  interconnected 
for  simultaneous  action.  There  shall  be  at  least  one  such  ■ 
switch  so  located  as  to  control  the  supply  of  energy  to  each 
power  circuit  involved  in  a  parallel,  and,  except  at  stations 
where  an  operator  is  constantly  on  duty,  such  switch  shall 
be  made  automatic  for  short  circuits,  grounds,  and  in  case 
of  grounded  neutral  circuits,  for  abnormal  neutral  currents. 

Careful  consideration  shall  be  given  to  means  of 
minimizing  transient  disturbances  caused  by  switching 
operations  on  Class  H  power  circuits,  which  would  cause 
inductive  interference.  Whenever  practicable,  provision 
shall  be  made  for  switching  on  the  station-side  rather  than 
on  the  line-side  of  transformer  banks. 
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Oil-break  switches,  having  their  poles  mechanically  inter- 
connected for  simultaneous  action,  shall  foe  provided 
wherever  the  use  of  air  switches  or  non-interconnected 
single-pole  oil  switches  would  cause  harmful  transient  dis- 
turbances in  parallel  communication  circuits. 

/.  Fuses. 
Switches  shall  be  usedinstead  of  main-line  fuses  wherever 
pl'acticable  in  a  power  circuit  involved  in  a  parallel. 

g.  Electrolytic  Lightning  Arresters. 
\Mien  electrolytic  lightning  arresters  are  employed  on  a 
power  circuit  involved  in  a  parallel  they  shall  be  equipped 
with  auxiliary  charging  resistances  and  contacts  so 
arranged  that  the  horn  gaps  are  short-circuited  at  the  time 
of  charging,  fa  avoid  as  far  as  possible  the  production 
of  arcs. 

h.    Special  Instruments. 

Reliable  indicating  devices  shall  be  installed  at  the  source 
of  supply  of  power  circuits  involved  in  parallels,  to  inform 
the  operators  immediately  of  abnormal  conditions,  such  as 
grounds,  and,  wherever  possible,  open  circuits,  which  have 
not  operated  automatic  switches. 

Whenever  a  neutral  ground  connection  is  employed  on 
a  circuit  involved  in  a  parallel,  an  ammeter,  suitable  for 
measuring  the  current  in  the  neutral  under  nonnal  oper- 
ating conditions,  shall  be  installed  in  each  neutral  connec- 
tion to  ground  at  the  main  generating  and  main  attended 
substations  on  the  power  system  electrically  connected  to 
the  circuit  involved  in  the  parallel. 

i.  Communicatioi'.  Apparatus. 
All  apparatus  electrically  connected  to  metallic  communi- 
cation circuits  involved  in  parallels  shall  be  designed  and 
constructed  so  as  to  secure  as  nearly  as  practicable  an  accu- 
rate balance  of  the  series  impedances  and  the  admittances 
to  earth  of  the  two  sides  of  the  circuits  in  order  to  minimize 
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the  detrimental  effects  of  induction  from  parallel  power 
circuits. 

V.   OPERATION   AND  MAINTENANCE. 

o.  General  Requirements. 
Power  and  communication  companies  shall  use  all 
reasonable  means  to  operate  and  maintain  circuits  involved 
in  parallels  in  such  a  manner  as  to  minimize  interference 
under  conditions  of  normal  operation,  and  to  avoid 
transient  disturbances. 

b.  Balance. 

In  the  maintenance  of  both  power  and  communication 
circuits  involved  in  parallels  special  care  shall  be  given  to 
the  prevention  of  meclianical  and  electric  failures  which 
would  cause  or  promote  transient  disturbances  or  unbiil- 
ances  such  as  those  due  to  tree-grounds,  defective  or  dirty 
insulators  or  other  faults. 

The  voltages  and  currents  of  power  circuits  involved  in 
parallels  shall  be  kept  balanced  as  closely  as  practicable 
and  accidental  unbalances  shall  be  promptly  corrected. 

c.  Record  of  Neutral  Current, 

At  all  points  on  grounded  neutral  systems  equipped  as 
required  in  IV  (h),  the  power  company  shall  observe  and 
record  the  approximate  daily  maximum  neutral  current. 

d.  Transformers. 

No  transformers  connected  to  power  circuits  involved  in 
normal  parallels  shall  be  operated  at  more  than  10  per  cent, 
above  their  rated  voltage.  Wherever  practicable  in  case  of 
existing  equipment  and  in  all  cases  of  new  equipment,  tran- 
former  banks  with  grounded  neutrals  on  the  side  which  is 
connected  to  a'power  circuit  involved  in  a  normal  parallel 
shall  not  be  operated  at  more  than  5  per  cent,  above  their  ' 
rated  voltage. 

c.  Sicifchitiff. 
In  all  switching  operations  care  shall  be  taken  to  avoid 
so  far  as  possible  the  production  of  harmful  transient 
disturbances. 
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/.  Charging  Electrolytic  Lightning  Arresters. 
When,  notwithstanding  compliance  with  IV  {g),  inter- 
ference is  caused  by  charging  electrolytic  lightning  arrest- 
ers, snch  charging  shall  be  done  at  night,  so  far  as  is 
possible,  preferably  between  2  a.  m.  and  4  a.  m. 

g.  Abnormal  Conditions. 

Power  companies  shall  adopt  operating  rules  which  shall 
specifically  outline  the  procedure  for  their  operators  during 
times  when  a  power  circuit  involved  in  a  parallel  is  abnor- 
mally unbalanced,  as  will  occur  Avith  an  open,  grounded  or 
short-circuited  line  or  transformer  winding. 

Snch  rules  shall,  in  general,  provide  for  the  discontin- 
uance of  operation  of  the  power  line  until  the  fault  is  reme- 
died, excepting  only  those  cases  where  it  is  clear  that  the 
service  rendered  the  public  by  continuing  operation  of  this 
section  of  power  line  is  of  greater  importance  than  the 
communication  service  interrupted  by  such  continued 
operation. 

When  it  is  necessary  to  energize  a  defective  power  line  in 
order  to  locate  a  fault,  care  shall  be  taken  to  avoid  as  far 
as  possible  repeatedly  energizing  any  section  of  such  line 
which  parallels  communication  circuits,  until  the  fault  has 
been  cleared.  Whenever  possible,  the  faulty  section  of  line 
shall  not  be  energized  more  than  once  until  disconnected 
from  the  section  of  line  involved  in  the  parallel. 

To  facilitate  the  study  and  prevention  of  disturbances  in 
communication  circuits,  occasioned  by  transient  conditions 
of  power  circuits,  accurate  record  shall  be  kept  of  the 
nature  and  time  of  occurrence  of  failures,  changes  in  oper- 
ating arrangements  and  all  switching  during  times  of 
abnormal  conditions  of  Class  H  power  circuits  involved  in 
parEtllels;  and  of  all  transient  distnrbances  in  communica- 
tion circuits.  These  records  shall  be  made  available  for  use 
in  tracing  the  causes  of  such  transient  disturbances. 

VI.  OTHEB  CASES  OF  INDUCTIVE  INTEBFEBENCE. 

If  any  case  of  inductive  interference,  not  otherwise  cov- 
ered by  these  roles,  shall  be  experienced  or  become  immi- 
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nent,  such  as  interference  from  alternating-current  railways 
operating  with  ground  return,  constant-current  lighting  cir- 
cuits, power  circuits  carried  in  cables,  power  circuits  of 
lower  voltage  than  Class  H  power  circuits,  direct  current 
circuits,  or  interference  in  communication  circuits  carried 
in  cable  or  in  subacribers'  metallic  telephone  circuits,  the 
parties  concerned  shall  endeavor  to  agree  upon  a  procedure 
for  the  prevention  or  mitigation  of  the  interference  by 
applying  remedial  measures.  In  the  event  of  disagreement 
between  the  parties  epneemed,  the  matter  shall  be  referred 
to  this  Commission. 

VII.   BULES  SUBJECT  TO  LAWS  AND  OBDKES  OF  COMMISSION. 

These  rules  are  to  apply  in  all  eases  where  there  is  no 
conflict  with  any  law  of  this  State  or  order  of  this  Commis- 
sion now  or  hereafter  in  eflfect.  In  case  of  conflict,  where 
these  rules  add  to  the  requirement  of  any  law  of  this  State  or 
order  of  this  Commission,  these  rules  shall  prevail; 
otherwise  not 

July  3, 1918. 


Colorado  Rivkr  Telbphone  Company  v.  California  South- 
ern Railroad  Company  and  The  Western  Union 
Telegraph  Company. 

Case  No.  1005  —  Decision  No.  5649. 

Decided  August  3,  1918. 

Bahsuing  wtth  S^ard  to  the  Truumiisioii  of  Tslegraph  HesBacM  by 
T«leplioiLa,  Denied. 

Opinion. 
The  petition  of  California  Southern  Railroad  Company 
for  rehearing  questions  Decision  No.  4606,*  made  on  August 
30, 1917,  in  so  far  only  as  the  decision  refers  to  the  trans- 
mission of  telegraphic  messages  by  telephone. 

'See  Commission  Leaflet  No.  71,  p.  1004. 
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Petitioner  urges  that  a  contract  which  it  proposed  to 
enter  into  with  The  "Western  Union  Telegraph  Company  for 
conducting  a  telegraph  business  was  authorized  luid 
approved  by  the  Railroad  Commission,  that  it  would  be 
unwarranted  and  unjust  for  the  Railroad  Commission  to 
now  withdraw  its  consent  and  approval,  that  the  decision 
of  the  Commission  to  the  effect  that  petitioner  is  doing  a 
telephone  business  and  rendering  a  telephone  service  to  a 
part  of  the  public  is  unsupported  by  the  evidence  and  con- 
trary to  law,  and  that  the  order  to  discontinue  the  use 
of  petitioner's  line  for  the  transmission  of  telegraphic 
messages  by  telephone  is  unlawful  and  erroneous.  Refer- 
ence is  hereby  made  to  said  Decision  No.  4606,*  and  the 
reasons  thei'ein  contained  are  reaffirmed  as  the  Commis- 
sion's basis  for  ordering  defendant  to  discontinue  the  use 
of  its  line  for  the  transmission  of  telegraph  messages  by 
telephone. 

We  are  of  the  opinion  that  no  good  reason  appears  for 
granting  a  rehearing,  and  that  the  petition  for  rehearing 
should  be  denied. 

Ordbb. 

California  Southern  Railroad  Company,  a  defendant  in 
the  above-entitled  proceeding,  having  filed  herein  a  petition 
for  rehearing,  and  careful  consideration  having  been  given 
to  the  same,  and  no  good  reason  appearing  why  a  rehearing 
should  be  held, 

Tt  is  hereby  ordered,  That  said  petition  for  rehearing  be, 
and  the  same  is,  hereby  denied. 

Dated  at  San  Francisco,  California,  this  third  day  of 
August,  1918. 


e  Commission  Iieaflet  Xo.  71,  ji.  1004. 
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FLOfiZDA. 
Eailroad  GommissioneTS. 

In  re  Bbpairs  and  Improvements  to  Hastings  Telephone 
Company. 

Order  No.  61. 

Decided  September  5,  1918. 

Ohaage  in  Location  of  Central  Office  Ordered  —  Inetall&tion  of  New 

Svitchboard  vith  bureuod  OircoitB  Ordered  —  Ontside  PUat 

Ordered  to  be  Put  In  Oood  Oonditton. 


Pursuant  to  notice  No.  206,  dated  the  twenty-fourth  day  of 
July,  1918,  this  matter  came  on  for  hearing  before  the  EaO- 
road  Commissioners  of  the  State  of  Florida,  at  the  office  of 
the  town  council  in  Hastings,  Florida,  on  the  twenty-first  day 
of  August,  1938,  at  2  o'clock  in  the  afternoon.  T.  B.  Chase, 
F.  E.  Bughec,  Miss  Zelma  Hicks  and  E.  H.  Dotvdy,  all  resi- 
dents of  Hastings,  and  patrons  of  the  Hastings  Telephone 
Company,  appeared  and  testified  under  oath  regarding  the 
subject  matter  of  this  hearing.  George  B.  Ames,  telephone 
engineer  for  the  Eailroad  Commissioners,  testified  fully 
regarding  his  inspection  of  the  Hastings  telephone  plant. 
The  Hastings  Telephone  Company  made  no  answer  in  writ- 
ing to  the  notice ;  B.  L.  Brown,  owner  and  general  manager 
of  the  company,  appeared  at  the  hearing  representing  said 
company.  After  taking  testimony  of  witnesses  under  oath, 
and  hearing  all  who  desired  to  be  heard,  the  Commissioners 
took  the  said  matter  under  advisement. 

And  now  on  this  date,  the  said  matter  coming  on  for  fur- 
ther and  final  consideration,  and  the  Commissioners  being 
fully  advised  in  the  premises,  do  find  from  the  evidence 
adduced  at  said  hearing  that  the  telephone  system  of  the 
Hastings  Telephone  Company  is  in  bad  condition  and  that 
42 
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poor  service  is  rendered  to  the  patrons  of  said  company, 
and  that  repairs  and  improvements  should  be  made  thereto 
in  order  to  promote  the  security  and  convenience  of  the 
public,  patrons  and  employees  of  said  company,  and  to 
secure  adequate  service  and  facilities  for  telephone  com- 
munications, as  detailed  by  report  of  George  H.  Ames,  tele- 
phone engineer,  setting  out  the  necessary  repairs  and 
improvements  that  should  be  made,  and  the  reconuncnda- 
tions  contained  in  said  report  are  hereby  adopted. 

The  Commissioners  ■  further  find  that  the  central 
excliange  of  said  telephone  company  is  badly  located  and 
should  be  moved.  Mr.  Brown  acknowledged  this  fact  and 
stated  to  the  Conmiissioners  at  said  hearing  that  new  and 
better  accommodations  had  been  secured  for  the  removal 
of  said  exchange.  The  Commissioners  further  find  that  the 
present  switchboard  is  entirely  inadequate  and  in  a  very 
bad  condition  and  should  be  replaced  by  a  new  switchboard. 
That  only  8  cord  circuits  are  in  use  on  said  switchboard  for 
local  and  long  distance  conversation,  which  the  Commis- 
sioners find  to  be  entirely  inadequate  to  take  care  of  the 
busiaess  of  said  company.  The  Commissioners  further  find 
that  many  of  the  stations  of  the  telephone  company  are  in 
bad  condition  and  that  teleplione  conununication  over  a 
large  number  of  stations  is  poor,  and  over  some  lines  almost 
impossible.  That  many  of  the  poles  of  the  company  are 
rotted  doMTi,  and  others  are  in  bad  condition,  and  that  the 
poles  are  not  provided  with  sufficient  cross-arms,  pins  and 
insulators,  or  brackets  and  insulators,  and  that  the  wires 
are  not  tied  to  insulators  in  many  places,  and  that  the  wires 
are  slack  and  sag  in  places.  In  testifying  before  the  Com- 
missioners, Mr.  Brown  stated  that  he  recognized  the  condi- 
tion  of  the  exchange  to  be  bad  and  that  it  had  been  getting 
worse  each  year,  and  that  he  had  not  maintained  the  upkeep 
of  his  telephone  plant  at  Hastings  in  such  condition  that 
adequate  service  could  be  rendered. 

Wherefore,  it  is  considered,  ordered  and  adjudged  hy  the 
Railroad  Commissioner  a  of  the  State  of  Florida,  That  the 
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Hastings  Telephone  Company  be,  and  it  is  hereby,  ordered, 
directed  and  required: 

1.  To  secure  a  new  and  better  location  for  its  central 
office,  preferably  an  upstairs  location,  and  to  remove  its 
present  central  office  and  equipment  to  said  new  location. 

2.  To  install  a  new  switchboard  with  not  less  than  15  cord 
circuits' therein  for  local  and  long  distance  service,  together 
with  all  necessary  equipment  connected  therewith. 

'  3.  To  put  all  stations  in  good  condition,  including  the 
installation  of  approved  protectors'  at  every  station ;  replac- 
ing the  cords  where  worn  and  noisy  with  new  eords ;  install- 
ing mouth  pieces  where  not  on  telephone;  installing  new 
receivers  and  receiver  shells  where  necessary;  doing  all 
necessary  work  to  each  station  to  put  the  same  in  good 
working  condition. 

4.  To  put  the  outside  plant  in  good  condition  by  replacing 
telephone  poles  in  places  where  poles  are  now  rotten,  or  are 
.  down,  and  to  put  up  such  additional  poles  as  are  necessary ; 
to  equip  all  poles  with  necessary  cross-arms,  pins  and 
insulators,  or  brackets  and  insulators,  including  replace- 
ment where  those  now  in  use  are  rotten  or  in  bad  condition, 
to  tie  all  wires  to  their  appropriate  insulators,  and  tighten 
up  all  slack  wires,  and  do  all  work  necessary  on  leads  and 
lines  to  give  adequate  service  to  the  public  and  patrons  of 
said  telephone  company. 

The  Commissioners  direct  that  the  said  Hastings  Tele- 
phone Company,  in  making  said  repairs  and  improvements 
follow,  as  near  as  practical,  the  suggestions  contained  in 
the  report  of  George  B.  Ames,  their  telephone  engineer, 
dated  the  twenty-eighth  day  of  June,  1918,  a  copy  of  which 
has  been  furnished  said  Hastings  Telephone  Company. 

It  is  further  considered,  ordered  and  adjvdged,  That  the 
work  hereby  directed  to  be  done  shall  be  commenced  imme- 
diately and  shall  be  completed  within  six  months  from  the 
date  of  this  order. 

Done  and  ordered  by  the  Railroad  Commissioners  of  the 
State  of  Florida,  in  session  at  their  office  in  the  city  of 
Tallahassee,  the  Capital,  this  fifth  day  of  September,  1918. 
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IDAHO. 
Public  Utilities  Oommission. 

In  re  Application  of  J.  A.  Kikcaid  for  Authority  to 

Ikcreasb  Rates. 

Case  No.  F-231  —  Order  No.  1)29. 

Decided  October  3,  1918. 

IncTMM  in  Bonl  Bates  Authorized. 

Opinion  and  Order. 

This  matter  came  before  the  Commission  on  the  formal 
application  of  J.  A.  Kincaid,  owning  and  operating  a  tele- 
phone system  under  the  name  of  the  Mackay  Telephone 
Company,  in  the  town  of  Mackay  and  vicinity. 

The  application,  as  filed  with  the  Commission  on  August 
1,  1918,  prayed  authority  to  increase  effective  rates  for 
rural  subscribers  from  $1.50  to  $2.00  per  month. 

Due  notice  was  given  of  the  filing  of  said  application  and 
no  objections  having  been  filed  thereto,  same  was  regularly 
set  for  hearing  for  the  purpose  of  taking  proof  in  justifica- 
tion of  the  proposed  increase.    . 

Said  matter  came  regularly  on  for  hearing  pursuant  to 
notice  duly  given,  at  the  city  hall  of  the  town  of  Mackay  on 
the  thirteenth  day  of  September.  1918,  before  Commissioner 
Erb,  and  the  applicant,  J.  A.  Kincaid,  was  sworn  and  tes- 
tified, and  introduced  certain  documentary  evidence  in 
justification  of  his  application,  and  no  person  appearing  or 
evidence  offered  in  objection  thereto,  said  matter  was 
submitted  to  the  Commission  for  decision. 

After  considering  the  evidence  offered,  the  Commission 
finds  therefrom : 

That  J.  A.  Kincaid  is  the  owner  and  operator  of  what 
is  known  as  the  Mackay  Telephone  Company,  operating  a 
telephone  exchange  in  the  town  of  Mackay,  together  with 
several  rural  lines  aggregating  approximately  80  line  miles 
of  rural  extension  in  the  vicinity  of  said  town. 

That  said  telephone  system  was  purchased  March  1, 1918, 
for  the  sum  of  $10,000  by  the  present  owner,  and  that  since 
45 
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taking  charge  of  samo  the  owner  has  expended  approxi- 
mately $1,0(;0  in  iniprovenu'nts,  practically  all  of  which  has 
been  used  on  the  rural  lines.  That  the  exchange  in  the  town 
of  Mackay  is  a  metallic  system,  while  the  rural  extensions 
are  on  a  grounded  sj'stem,  and  that  on  the  taking  over  of 
the  system  by  the  present  owner  these  rural  lines  were  in 
bad  order,  with  poles  out,  iivires  down,  and  insufficiently 
grounded,  and  the  operation  of  saine  far  from  satisfactory. 

That  the  present  owner  has  reset  poles,  restrung  the 
wiring  and  put  in  use  ground  rods  of  sufficient  length  and 
well  soldered,  so  that  very  satisfacton-  service  is  now  being 
maintained  over  the  rural  extensions. 

That  no  switching  charge  is  made  for  the  rural  lines,  but 
that  all  these  are  maintained  as  a  part  and  parcel  of  the 
Mackay  exchange  systenv 

The  Commission  further  finds  that  the  said  system  is 
economically  managed  and  the  average  operating  expenses 
are  $304.36  per  month. 

That, the  revenue  under  the  present  schedule  of  rates  is 
$378  per  month. 

That  the  increase  from  $1.50  to  $2.00  per  month  for  rural 
subscribers  will  result  in  an  increase  of  revenue  in  the  sum 
of  $34.00  per  month. 

That  with  the  increase  in  rates  the  applicant  will  have 
approximately  $1,201.80  over  and  above  operating  expenses 
to  meet  taxes,  interest,  depreciation  and  return  on  invest- 
ment, and  that  the  .^ame  is  reasonable. 

The  Commission  further  iinds  that  the  service  on  the 
rural  lines  has  been  improved  to  such  an  extent  as  to  justify 
the  increase  from  $1.00  to  $2.00  piT  month  as  asked  hy 
applicant. 

It  is,  therefore,  order<^d,  That  J.  A.  Kineaid,  owning  and 
operating  the  Mackay  Telephone  Company,  be,  and  he 
is  hereby,  authorized  to  file  with  this  Commission,  under 
effective  date  of  November  1.  1918,  a  tariff,  embodying 
therein  a  charge  of  $2.00  per  month  for  rural  line 
sul)ScrilK'rs. 

Done  in  open  session  at  Boise,  Idaho,  this  third  day  of 
October,  19ia 
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ILLINOIS. 

Public  Utilities  Commissioo. 
Public  Utilities  Commission  ax  rel.  Chicago  Telephone 

Company  v.  Postal  Telegraph-Cable  Company. 
Telecraph  Oompuiy  Can  Encaga  in  Telephon«  Bnaiaoss  without  Secoriiig 
Oertiflcate  of  OonTeniencs  and  NeceHity  —  Teloffiaph  Bnflisou 
Hdd  to  Embrace  Telophone  BTuinMa  —  Installation  of 
KoceBMiT  Appuatiu  Held  an  Extension,  and 
not  Oonstnction  of  New  Plant 
On  October  21,  1918,  the  Supreme  Court  of  Illinois,  having  granted  n 
rehearing  of  its  previous  decision    (See  Commission  Leaflet  No.  78,  p. 
1331),  which  hdd  that  the  order  of  the  Public  Utilities  Commission  (See 
Commission  Leaflet  ^o.  66,  p.  1473)  directing  the  telegraph  company  to 
cease  and  desist  from  the  operation  of  a  public  telephone  business  in  the 
State  of  Illinois  until  it  should  obtain  certiflcat«  of  public  convenience  and 
necessity  from  the  Commission,  was  invalid  for  lack  of  jurisdiction,  held 
again  that  the  order  was  invalid,  since  the  company's  right  to  do  a  tele- 
graph business  embraced  the  right  to  do  a  telephone  business,  the  addition 
of  the  necessary  appliances  was  a  mere  extension  of  service  and,  there- 
fore, the  company,  which  was  engaged  in  a  telegraph  business  before  tbe 
Public  nt^ities  Act  was  passed,  need  not  secure  such  certificate. 
A  petition  for  rehearing  is  pending. 


In  re  Application  of  Cahokia  Telephone  Company  for 
Authority  to  Sell,  and  of  Habrisonville  Telephone 
Company  fob  Authority  to  Pur'^ase,  the  Exchange 
AND  System  of  Cahokta  Telephone  Company  in  the 
Village  of  Dupo. 
In  re  Application  of  Hakbisonville  Telephone  Company 
for  Authority  to  Issue  Commok  Capital  Stock  and 
FOR  A  Certificate  of  Convenience  and  Necessity. 
Case  No.  7314. 

Decided  September  19,  1918. 

Bal*  of   Propnly   and  Isnu   of   Stock  in  Part  Payment   Thsrefoi, 

Anthoilzed. 

Opinion  and  Order, 
Tlie  above-entitled  cause  came  on  for  hearing  before  the 
Commission  upon  the  application  of  the  Cahokia  Telephone 
47 


DigilizcdbyGoOgle 


48  Illinois  Public  Utilities  Commission. 

Company  for  authority  to  sell  and  of  the  Harrbonville 
Telephone  Company  for  authority  to  purchase,  for  the  sum 
of  $6,000  to  be  paid  for  in  stock  of  the  latter  company,  the 
telephone  exchange  and  system  in  the  village  of  Dupo,  St. 
Clair  County,  Illinois,  and  vicinity,  owned  by  said  Cahokia 
company;  and  the  further  application  of  said  Harrisonville 
Telephone  Company  for  a  certificate  of  convenience  and 
necessity  to  acquire  and  operate  a  telephone  exchange  and 
system  in  said  village  of  Dupo  and  vicinity,  and  for  author- 
ity to  issue  its  common  capital  stock  in  the  aggregate 
amount  of  $6,000,  par  value. 

The  petitioners  appeared  at  said  hearing  and  presented 
their  evidence  and  upon  due  consideration  thereof  it 
appears  to  the  Coimnission  that  the  petitioner,  the  Cahokia 
Telephone  Company,  is  a  corporation  organized  imder  the 
laws  of  this  State  and  engaged  in  the  operation  of  a  tele- 
phone system  in  the  village  of  Dupo  and  vicinity;  that  the 
petitioner,  the  Harrisonville  Telephone  Company,  is  also 
a  corporation  organized  under  the  laws  of  Illinois  and 
engaged  in  the  operation  of  a  telephone  system,  with  its 
principal  place  of  business  at  Waterloo,  Illinois;  and  that 
both  petitioners  are  public  utilities  within  the  meaning  of 
Section  10  of,  an  Act  to  Provide  for  the  Regulation  of 
Public  Utilities. 

It  further  appears  that  said  Cahokia  Telephone  Company 
has  agreed  to  sell  and  that  the  Harrisonville  Telephone 
Company  has-  agreed  to  purchase,  the  telephone  exchange 
and  system,  owned  by  the  Cahokia  company,  located  in  the 
village  of  Dupo  and  vicinity,  for  the  sum  of  $6,000,  to  be 
paid  for  in  stock  of  the  said  Harrisonville  Telephone 
Company  of  the  par  value  of  $6,000. 

The  petitioner,  the  Cahokia  Telephone  Company,  sub- 
mitted an  inventory  of  the  property  to  be  sold  and  pur- 
chased, as  aforesaid,  which  inventory  has  been  checked  and 
the  property  appraised  by  the  engineering  department  of 
the  Commission.  The  report  of  valuation  made  by  the 
engineering  department  ■which  was  introduced  in  evidence 
in  this  case  indicates  that  the  cost  new  of  the  physical 
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property  involved  in  this  case  was  $4,683,  and  that  the  cost 
new,  less  depreciation,  was  $4,037. 

Considering  all  elements  of  value,  both  tangible  and 
intangible,  the  Commission  finds  that  the  value  of  the  tele- 
phone system  of  the  Cahokia  Telephone  Company  involved 
herein  is  the  sum  of  $4,500,  which  limits  the  amount  to 
which  the  petitioner  should  be  permitted  to  permanently 
capitalize  said  property. 

The  Commission  further  finds  that  the  Cahokia  Tele- 
phone Company  should  be  authorized  to  sell  and  the  Har- 
risonville  Telephone  Company  should  be  authorized  to 
purchase,  the  telephone  exchange  and  system  owned  by  the 
former  in  the  village  of  Dupo  and  vicinity  for  the  sum  of 
$6,000  upon  the  terms  and  conditions  hereinafter  set 
forth.  The  authorization  of  the  purchase  and  sale  herein 
shall  in  no  manner  be  binding  upon  the  Commission  in 
determining  the  fair  value  of  the  property  in  question  for 
rate-making  purposes,  or  in  determining  just  and  reason- 
.  able  rates  for  telephone  service  in  Dupo  and  vicinity,  should 
these  matters  come  beforp  the  Commission  in  the  future. 

The  Commission  further  finds  that  the  application  of  said 
HarrLsonville  Telephone  Company  for  a  certificate  of  con- 
venience and  necessity  to  acquire,  maintain  and  operate  the 
existing  telephone  system  in  the  village  of  Dupo  and 
vicinity  is  reasonable,  and  should  he  granted  upon  the 
conditions  hereinafter  stated. 

The  Commission  further  finds  that  the  application  of  said 
Harrisonville  Telephone  Company  for  authority  to  issue 
its  capital  stock  should  he  granted  only  to  the  extent  of 
$4,500,  par  value,  which  amount  the  Commission  has  found 
to  be  the  value  of  the  telephone  property  to  be  acquired  by 
said  Harrisonville  Telephone  Company,  as  aforesaid. 

/(  is,  therefore,  ordered,  by  the  Public  Utilities  Commis- 
sion of  Illinois,  as  follows : 

Section  1.  That  the  Cahokia  Telephone  Company  be,  and 
it  hereby  is,  authorized  to  sell  and  the  Harrisonville  Tele- 
phone Company  be,  and  it  hereby  is,  authorized  to  purchase, 
the  telephone  exchange  and  system  in  the  village  of  Dupo, 
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Illinois,  and  vicinity  owned  by  said  Cahokia  Telephone 
Company,  for  the  suni  of  $6,000,  of  which  amount  $4,500 
shall  be  paid  in  the  capital  stock  of  said  HarrisonviUe  Tele- 
phone Company  of  the  par  value  of  $4,500,  being  45  shares 
of  the  par  value  of  $100  each ;  the  balance  of  $1,500  of  the 
purchase  price  shall  be  paid  in  cash;  said  purchase  and  sale 
to  be  upon  the  terms  hereinafter  set  forth,  which  are 
attached  as  conditions  to  the  consent  of  the  Commission  to 
the  making  of  said  purchase  and  sale. 

1.  That  the  complete  transfer  of  the  property  to  be  sold  and  purchased, 
as  h.Tein  provided,  shall  be  efEected  within  sixty  daya  from  the  date  of 
this  order. 

2.  That  upon  the  completion  of  said  sale  and  purchase  the  Barrison- 
ville  Telephone  Company  shall  make  a  verified  report  of  the  same  to  this 
Commission. 

3.  That  upon  effecting  a  complete  transfer  of  said  property,  said 
Cahokia  Telephone  Company  shall  be  permitted  and  required  to  discon- 
tinue the  operation  of  its  telephone  exchange  and  system  in  the  said  village 
of  Dupo  and  vicinity,  and  shall  file  with  this  Commission  a  certificate  of 
such  discontinuance. 

4.  That  the  Cahokia  Telephone  Company  shall  turn  over  all  of  its* 
books  of  accounts  and  records  to  the  HarrisonviUe  Telephone  Company, 
taking  a  detailed  receipt  therefor  and  furnishing  this  Commission  with  a 
certified  copy  of  said  receipt. 

6.  That  the  HarrisonviUe  Telephone  Company  shall  make,  or  cause- 
to  be  made,  a  final  report  to  this  Commission  of  the  operations  of  said 
Cahokia  Telephone  Company  from  the  dnt«  of  its  last  annual  r«port  to 
this  Commission  to  the  date  the  property  is  transferred. 

Section  2.  That  the  Ha^rison^^lle  Telephone  Company 
be,  and  it  hereby  is,  authorized  to  issue  its  common  capital 
stock  of  the  par  value  of  $4,500  and  to  deliver  same  to  the 
Cahokia  Telephone  Company  in  part  payment  of  the  pur- 
chase price  of  said  telephone  property  of  the  Cahokia 
Telephone  Company. 

Section  3.  That  the  Cahokia  Telephone  Company  be,  and 
it  hereby  is,  authorized  to  accept  and  receive  from  the  said 
HarrisonviUe  Tele])hon('  Company  $4,500,  par  value,  of  capi- 
tal stock  of  the  latter  company  as  part  payment  for  the 
property  above  mentioned. 

Section  4.  That  the  $1,500  of  said  purchase  price,  being 
the  excess  of  the  purchase  price  over  and  above  the  $4,500 
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■which  has  hereinabove  been  found  to  be  the  value  of  the 
property  in  question  properly  chargeable  to  capital 
account,  shall  be  charged  to  profit  and  loss. 

Section  5.  That  a  certificate  of  convenience  and  necessity 
to  acquire  and  operate  the  existing  telephone  exchange  and 
system  in  the  village  of  Dupo  and  vicinity  be,  and  the  same 
is  hereby,  granted  by  this  Conmiission  to  the  Harrisonville 
Telephone  Company  mider  Sc-ction  55  of  an  Act  to  Pro- 
vide  for  the  Regulation  of  Public  Utilities,  approved  June 
30, 1913,  and  in  effect  January  1, 1914,  and  that  said  certifi- 
cate be  issued  under  the  seal  of  this  Commission  and 
authenticated  by  its  s<'cretary. 

Section  6.  That  the  said  Harrisonville  Telephone  Com- 
pany shall,  before  the  issue  and  delivery  of  any  of  the  cer- 
tificates of  stock  herein  authorized  to  be  issued,  cause  to  be 
printed,  stamped  or  engraved  upon  the  face  of  each  of  said 
certificates  of  stock  for  the  proper  and  easy  identification 
thereof,  the  following : 

"PUBLIC  UTILITIES  COMMISSION  OF  ILLINOIS. 

AUTHORIZATION  NO.  721. 

September,  1918," 

Section  7.  That  the  said  Harrisonville  Telephone  Com- 
pany shall  keep  true  and  accurate  accounts  covering  in  full 
the  issue  and  disposition  of  the  capital  stock  heiein  author- 
ized and  said  company  shall,  within  sixty  days  from  the 
date  of  this  order,  make  a  verified  report,  in  duplicate,  to 
this  Commission  shoving  the  issue  and  disposition  of  said 
stock,  the  property  received  therefor,  and  all  accounts, 
vouchers  and  records  in  connection  with  the  issuance  of  said 
stock  shall  be  kept  open  to  audit  and  may  be  audited  from 
time  to  time  by  such  accountants  or  examiners  as  this  Com- 
mission may  designate  for  that  purpose. 

Section  8.  That  said  Cahokia  Telephone  Company  shall, 
upon  the  completion  of  said  sale  and  transfer,  and  payment 
therefor  being  made  in  full  as  above  provided,  take  up  and 
cancel,  cremate  or  otherwise  destroy  all  certificates  of  stock 
issued  by  said  company,  and  a  certificate  of  such  destruc- 
tion shall  be  filed  by  said  company  with  this  Commission 
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within  sixty  days  from  the  date  of  the  completion  of  said 
sale  and  transfer. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
nineteenth  day  of  September,  1918. 


[Ill 


In  re  Application  of  Macoupin  County  Teijlphone  Coji- 
paby  for  an  olldeb  authorizing  issue  of  bonds,  and 
Execution  of  Deed  of  Trust,  etc. 

.     Case  No.  7710. 

Decided  September  19,  1918. 

Order  AntliOTiziiic  Inaa  at  SacMid  Mortgmge  Ten-Tear  6  Per  Oent. 

Bonds  Amended. 

Supplemental  Order. 

A  supplemental  petition  having  been  filed  herein  by  the 
Macoupin  County  Telephone  Company,  asking  that  an 
order'  entered  by  this  Commission  in  the  above-entitled 
cause  on  March  19,  191S,  be  modified  by  striking  from  said 
order  Section  2  thereof,  in  which  section  said  telephone  com- 
pany was  authorized  to  issue  its  second  mortgage  6  jwr  cent, 
gold  bonds  to  the  amount  of  $13,500,  par  value,  50  of  said 
bonds  to  be  of  the  par  value  of  $100  each,  and  17  of  said 
bonds  to  be  of  the  par  value  of  $500  each,  and  to  substitute 
therefor  a  new  section  wherein  said  telephone  company  will 
be  authorized  to  issue  its  second  mortgage  6  per  cent,  gold 
bonds  to  the  amount  of  $13,500,  par  value,  20  of  said  bonds 
to  be  of  the  par  value  of  $100  each,  and  23  of  said  bonds 
to  be  of  the  par  value  of  $500  each. 

And  the  Commission  having  considered  said  supple- 
mental application,  and  being  fully  advised  in  the  premises, 
is  of  the  opinion,  and  finds,  that  said  order  of  March  19, 
1918,  should  be  modified  in  accordance  with  the  prayer  of 
said  "supplemental  application. 

It  is,  therefore,  ordered  by  the  Public  Utilities  Commis- 
sion of  IllJTtois,  That  the  order*  entered  by  this  Commission 


•  See  CommiBsion  Leaflet  No.  77,  p.  ! 
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on  March  19,  1918,  in  the  above-entitled  cause,  be,  and  the 
same  is  hereby,  amended  by  striking  from  said  order  Sec- 
tions thereof,  and  substituting  therefor,  the  following,  which 
shall  be  designated  Section  2: 

"  Section  2 :  That  sai^  Macoupin  County  Telephone  Company  be,  and 
hereby  is,  authorized  to  issne  its  second  mortgage  6  per  cent,  gold  bonds 
to  the  amonnt  of  $13,500,  par  value,  each  of  said  bonds  to  be  dated  as  of 
October  1,  1917,  and  to  mature  on  October  1,  1927,  bonds  Noa.  1  to  20. 
both  inoloftive,  to  be  of  the  par  value  of  3100  each,  and  of  the  aggregate 
par  valae  of  $2,000 ;  bonds  Noa.  51  to  72,  both  inclasive,  to  be  of  the  par 
value  of  $500  each,  and  of  the  aggregate  par  value  of  $11,500,  all  of  said 
bonds  to  bear  interest  at  the  rate  of  6  per  cent,  per  annum,  payable 
semi-auDually  under  and  in  pursuance  of  the  terms  and  conditions  of  said 
mortgage  or  deed  of  trust  hereinabove  authorised,  and  redeemable  a,t  the 
end  of  five  years  from  the  date  thereof  or  at  any  interest  paying  dat« 
thereafter  at  par  and  accrued  interest." 

/( is  further  ordered,  That  said  order*  of  March  19, 1918, 
be,  and  the  same  is  hereby,  continued  in  force  in  all  other 
respects  than  as  herein  specifically  amended. 

By  order  of  the  Commission  at  Springfield,  Illinois,  this 
nineteenth  day  of  September,  1918. 


In  re  Application  of  Farmep.s  Mutual  Telephone  Com- 
pany FOR  Authority  to  Seix,  akd  of  Kansas  Mutual 
Telephone  Company  for  Authority  to  Purchase,  the 
Exchange  and  System  in  Kansas  and  Vk^inity,  and 
for  a  Certificate  of  Convf-nience  and  Necessity,  etc. 

Case  Nos.  7901  and  7902.     . 

Decided  September  19,  1918. 

Imw  of  Stock,  to  Replace  Stock  Issned  Witboat  Atithority  of  Oom- 

miaaioii,  Antluxiied  —  Practiio*  BeqnliinE  Ncnr  Sabscrlban  to 

Bmodu  StocUuddnn  ZHwpprov«d  —  OertiflcKte  of 

OoDTenience  and  Heoesntir  Onntod. 

Opinion  and  Ordf,r. 

The  above-entitled  cases  came  on  for  hearing  before  the 

Commission  upon  the  application  of  the  Farmers  Mutual 

*  See  CoinmisBian  Leaflet  No.  77,  p.  983. 
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I 
Telephony  Company  for  authority  to  sell,  and  the  applica- 
tion of  tli(i  Kansas  Mutual  Telephone  Company,  a  corpora- 
tion, for  authority  to  purchase  for  the  sum  of  $1,400  to  be 
paid  for  in  its  couuiion  capital  stock  of  the  par  value  of 
$l,40t),  the  telephone  exchange  and  system  owned  by  said 
Farmers  Mutual  Telephone  Company" and  located  in  the 
village  of  Kansas,  Illinois,  and  vicinity;  and  the  further 
application  of  said  Kansas  Mutual  Telephone  Company 
for  a  certificate  of  convenience  and  necessity  to  acquire 
and  operate  a  telephone  exchange  and  system  in  the  said 
village  of  Kansas  and  \icinity,  and  for  authority  to  issue 
its  conunon  capital  stoclt  in  the  aggregate  amount  of  $2,500 
for  the  purposes  hereinafter  specified. 

The  petitioners  appeared  at  said  hearing  and  presented 
their  evidence,  and  upon  due  consideration  thereof  it 
appears  to  the  Commission  that  the  Farmers  Mutual  Tele- 
phone Company  is  a  mutual  association  consisting  of  140 
members  which  has  operated  a  telephone  exchange  and 
system  in  the  village  of  Kansas  and  vicinity  for  more  than 
ten  years  prior  to  October  28,  1914;  that  on  the  date  last 
mentioned  the  Kansas  Mutual  Telephone  Company  was 
incorporated  and  purchased  all  of  the  telephone  property 
and  system  of  the  Famiei'S  Mutual  Telephone  Company 
and  paid  for  Jlie  same  by  issuing  to  each  member  of  the 
Farmers  Mutual  Telephone  Company  one  share  of  stock 
of  the  par  value  of  $10.(X)  in  the  Kansas  Mutual  Telephone 
Company,  making  a  total  of  $1,400,  par  value,  of  stock  so 
issued.  This  sale  by  the  Farmers  Mutual  Telephone  Com- 
pany and  puri?hase  by  the  Kansas  Mutual  Telephone  Com- 
pany was  made  without  said  parties  having  obtained  the 
consent  of  the  Commission. 

From  the  evidence  submitted  as  to  the  value  of  said  prop- 
erty, the  Connnission  is  of  the  opinion  that  the  sum  of 
$1,400  which  was  the  sale  and  purchase  price  of  the  tele- 
phone exchange  and  system  jeasonably  reflects  the  value ' 
of  said  telephone  property  so  acquired  by  the  Kansas 
Mutual  Telephone  Company. 
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It  further  appears  from  the  evidence  thai  the  said  Kansas 
Matnal  Telephone  Comimny  has  also  issued,  in  addition 
to  the  $1,400  of  capital  stock  above  mentioned,  its  capital 
stock  of  the  par  value  of  $190  for  the  purpose  of  construct- 
ing certain  additions  and  extensions  to  its  telephone  lines 
and  system,  thus  making  a  total  of  $1,590,  par  value,  of  stock 
now  outstanding,  all  of  which  was  issued  without  the  con- 
sent of  the  Commission. 

It  further  appears  that  the  Kansas  Mutual  Telephone 
Company  now  desires  the  Commission  to  authorize  it  to 
issue  its  common  capital  stock  in  the  aggregate  amount  of 
$2,500,  par  value,  of  which  $1,590,  par  value,  of  stock  is  to  be 
used  in  replacing  stock  of  that  amount  now  outstanding 
and  which  was  issued  without  the  consent  of  the  Commis- 
sion as  aforesaid.  The  remaining  $910,  par  value,  of  stock 
the  petitioner  desires  to  issue  from  time  to  time  as  it  secures 
new  subscribers,  it  being  the  practice  of  the  petitioner  to 
require  all  new  applicants  for  telephone  service  to  become 
stockholders  in  IJie  Kansas  Mutual  Telephone  Company, 
before  telephone  service  uill  be  furnished  them.  This  prac- 
tice of  the  i>etitioner  is  contrary  to  both  the  spirit  and  the 
provisions  of  the  Public  Utilities  Commission  Act,  and 
cannot  be  approved.  The  Kansas  Mutual  Telephone  Com- 
pany is  a  public  utility  and  it  is,  therefore,  its  duty  to  pro- 
vide service  to  all  who  may  apply,  and  who  are  ready  and 
willing  to  pay  the  scheduled  rates  for  service,  and  to  comply 
with  the  reasonable  rules  of  the  company.  As  no  showing 
has  been  made  that  would  justify  the  issuance  of  said  $910, 
par  value,  of  stock,  it  follows  that  that  portion  of  the  appli- 
cation herein  should  not  be  granted  at  this  time. 

From  a  careful  consideration  of  the  facts  and  circimi- 
stances  shown  by  the  record  herein,  the  Commission  finds 
as  follows : 

1.  That  the  Farmers  Mutual  Telephone  Company  should 
be  authorized  to  sell,  and  the  Kansas  Mutual  Telephone 
Company  should  be  authorized  to  purchase,  the  telephone 
exchange  and  system  owned  by  the  former  in  the  village 
of  Kansas  and  vicinity  for  the  sum  of  $1,400. 
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2.  That  the  application  of  said  Kansas  Mutual  Tel^hone 
Company  for  a  certificate  of  convenience  and  necessity  to 
maintain  and  operate  the  existing  telephone  system  in  the 
village  of  Kansas  and  vicinity,  is  reasonable  and  should  bo 
granted. 

3.  That  the  said  Kansas  Mutual  Telephone  Company 
should  be  authorized  to  issue  its  conmion  capital  stock  in 
the  aggregate  amount  of  $1,590,  par  value,  and  that  that 
portion  of  the  application  of  said  company  which  seeks  the 
approval  of  the  Commission  to  the  issuance  of  $i>10  addi- 
tional capital  stock  should  he  denied. 

/(  is,  therefore,  ordered  by  the  Public  Utilities  Commis- 
sion of  Illinois,  as  follows : 

Section  1.  That  the  petitioner,  the  Planners  Mutual  Tele- 
phone Company,  be,  and  it  hereby  is,  authorized  to  sell,  and 
the  petitioner,  the  Kansas  Mutual  Telephone  Company,  a 
corporation,  be,  and  it  hereby  is,  authorized  to  purchase,  for 
the  sum  of  $1,400  all  of  the  telephone  property  and  system 
owned  and  operated  by  said  Farmers  Mutual  Telephone 
Company  in  the  village  of  Kansas  and  vicinitj'. 

Section  2.  That  a  certificate  of  convenience  and  necessity 
to  acquire  and  operate  the  telephone  exchange  and  system 
in  the  village  of  Kansas  and  vicinity  be,  and  the  same  is 
hereby,  granted  by  this  Commission  to  the  Kansas  Mutual 
Telephone  Company  under  Section  55  of  an  Act  to  Pro- 
.  vide  for  the  Regulation  of  Public  Utilities,  ajid  that  said 
certificate  be  issued  under  the  seal  of  this  Commission  and 
authenticated  by  its  secretary. 

Section  3.  That  the  Kansas  Mutual  Telephone  Company 
he,  and  it  is  hereby,  authorized  to  issue  its  common  capital 
stock  in  the  aggregate  amount  of  $1,590,  being  159  shares  of 
the  par  value  of  $10.00  each. 

Section  4.  That  the  stock  herein  authorized  to  be  issued 
shall  be  used  in  taking  up  and  retiring  159  shares  of  the 
common  capital  stock  of  said  Kansas  Mutual  Telephone 
Company  now  outstanding,  M'hich  was  issued  without  the 
consent  of  this  Conmiission,  as  aforesaid. 
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Section  5.  That  the  Kansas  Mutual  Telephone  Company 
shall,  before  the  delivery  of  said  stock  herein  authorized  to 
be  issued,  cause  to  be  printed,  stamped,  or  engraved  on  the 
face  of  each  certificate  of  stock,  for  its  proper  and  easy 
identification  the  following: 

"PUBLIC  UTILITIES   COMMISSION  OP  ILLINOIS. 

AUTHORIZATION  NO.  719. 

September,  1918." 

Section  6.  That  the  said  Kansas  Mutual  Telephone  Com- 
pany shall  keep  true  and  accurate  accounts  showing  the 
disposition  of  the  stock  herein  authorized,  and  said  com- 
pany shall,  within  sixty  days  from  the  date  of  this  order, 
make  a  verified  report,  in  duplicate,  to  this  Commission 
showing  the  issue  and  disposition  of  said  stock  and  the 
retirement  and  cancellation  of  the  certificates  of  stock  here- 
tofore issued  without  the  consent  of  the  Commission,  as 
aforesaid. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
nineteenth  day  of  September,  1918. 


In  re  Appu<;ation  ok  Williamsville  Telephosr  Company 
FOR  Authority  to  Cmanoe  Rates  at  Williamsviltj:  and 
Sherman. 

Case  No.  8232. 

Decided  September  30,  1918. 

IncnsM  In  BAtw  AnthorlMd  — 7  Per  C«nt.  Fixed  for  Bwsrre  for 

SvpncifttlMi  —  Ttdl  Batei,  in  Place  of  Fne  Interezdiaage 

Serrioe,  Authorized. 

Opinion  and  Order. 
The  application  filed  herein  states  that  the  Williamsville 
Telephone  Company,  of  Williamsville,  Illinois,  is  a  public 
utility,  engaged  in  the  operation  of  a  telephone  system  in 
Williamsville,  Illinois,  and  Sherman,  Illinois,  and  vicinities, 
and  that  it  is  a  public  utility  within  the  meaning  of  Section 
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10,  Article  I,  of  an  Act  to  Provide  for  the  Regulation  of 
Public  Utilities,  now  in  force  in  Illinois,  and  as  such  utility' 
application  is  made  for  the  issuance  of  an  order  authorizing 
the  placing  in  effect  of  a  revised  schedule  of  rates  for  tele- 
phone service  in  Williamsville,  Illinois,  and  vicinity,  and 
Sherman,  Illinois,  and  vicinity.  The  present  rates  of  the 
petitioner,  now  in  effect,  are  as  follows: 

Telephones $15  00  per  year 

Toll  from  Williamsville  to  Springfield  10  cents  for  each  3  minutes, 
except  to  those  subserihera  who  ori^nally  used  the  Slipmian  exchange, 
who  have  free  service  from  Williamsville  to  Springfield. 

Application  is  made  for  authority  to  change  the  rates  now 
in  effect  and  to  put  into  effect  the  following  schedule : 

Per  Tear 

Individual  line  telephones $21  00 

Party  line  telephones 18  00 

Toll  of  10  cents  for  each  3  minutes  from  Williamsville  to  Springfieldu 

This  matter  came  on  for  hearing  before  the  Commission 
on  June  19,  1918.  The  Williamsville  Telephone  Company 
was  represented  by  Mr.  John  A.  Barber,  attorney,  Spring- 
field, Illinois,  and  certain  objectors  to  the  petition  were 
represented  by  Mr.  F.  R.  Sweet,  Sherman,  Illinois,  and 
Mr.  Eugene.  Cooper,  Shennan,  Illinois.  The  petitioner 
introduced  as  exhibits,  proof  of  publication  of  application 
to  increase  rates,  and  was  instructed  to  file  a  report  as  to 
the  number  and  distribution  of  subscribers  as  of  June  1, 
1918,  which  report  was  later  received  and  made  a  part  of 
the  record. 

The  petition  as  filed,  asks  authority  to  establish  a  toll 
rate  of  10  cents  for  each  3  minutes,  for  all  subscribers  of 
the  company,  from  Williamsville  to  Springfield,  and  from 
Shennan  to  Springfield,  but  this  portion  of  the  proposed 
schedule,  insofar  as  it  applies  to  subscribers  talking  at 
Shennan,  was  withdrawn  by  the  iietitioner  at  the  hearing, 
to  comply  with  the  terms  of  the  order  issued  by  the  Public 
Utilities  Commission  in  Case  No.  5440.* 


[IH. 


*  See  Commission  Leadet  No.  CO,  ji.  1404, 
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From  the  testimony  and  record  it  appears  that  the  peti- 
tioner is  serving  approximately  352  subscribers,  distributed 
as  follows : 

On  one-party  circuits 55 

On  party  line  circuits , 297 

Of  these  subscribers,  approximately  43  are  located  in 
Sherman,  DUnoi^,  and  vicinity,  but  are  served  from  the 
WilHamsville  exchange.  The  actual  present  value  of  the 
plant  of  the  WilHamsville  Telephone  Company  was  deter- 
mined by  consideration  of  valuations  of  its  two  component 
plants,  that  of  the  Sangamon  Valley  Telephone  Company 
and  that  of  the  Williamsville  and  Sherman  Telephone  Com- 
pany, which  were  purchased  and  consolidated  by  the  peti- 
tioner under  authority  of  the  Public  Utilities  Commission. 
InventoTy  made  at  that  time,  for  the  two  plants,  with  certain 
additions  for  property  acquired  since,  has  been  appraised, 
using  costs  based  upon  a  five-year  period,  1912  to  1916, 
inclusive.  The  cost  to  reproduce  new  the  physical  portion 
of  the  property,  and  the  cost  to  reproduce  new,  less  deprecia- 
tion, are  shown  in  the  table : 

Repro- 
duction Scrap  Present 
Cost  New  Value  Value 
Williamsville    and    Sherman    Telephone 

Company $15,8&4  $698  $11,839 

Sangamon  Valley  Telephone  Company.          12,800  281  9,142 

Plant  additions  acqnired  ainee  1916 126  126 


WilHamsville  Telephone  Company $28,810     $21,107 

After  carefully  considering  the  methods  used  in  the 
appraisal  and  giving  duo  consideration  to  all  the  factors 
involved,  the  Commission  is  of  the  opinion,  and  finds,  that, 
nith  subsequent  additions  and  including  a  reasonable  allow- 
ance for  working  capital,  a  fair  value  of  the  existing  prop- 
erty, for  rate-making  purposes,  as  of  June  4,  1918,  is  at 
least  $24,687. 

The  Commission  is  also  of  the  opiiuon,  and  finds  after 
consideration  of  the  record  and  all  factors  involved,  includ- 


DigilizcdbyGOOglc 


60  Illinois  Public  Utilities  Commission. 

ing  the  condition  of  th<?  plant,  that  a  sum  equal  to  7  per 
cent  of  the  cost  of  reproduction  new  should  be  set  aside 
annually  to  provide  a  suitable  reserve  against  depreciation. 

The  total  operating  expenses  shown  to  occur  in  the  plant 
of  the  petitioner  for  the  year  1917,  including  a  suitable 
allowance  for  a  reserve  against  depreciation,  are  approxi- 
mately $5,355  per  annum. 

Under  the  present  rates  the  total  annual  operating 
revenue  realized,  with  the  present  distribution  and  number 
of  subscribers,  is  $5,280.  Should  the  proposed  rates  be 
placed  in  effect,  and  tht!  same  total  niunber  and  distribu- 
tion of  subscribers  be  maintained  as  at  present,  the  total 
annual  operating  revenue  realized  will  be  approximately 
$6,501,  an  increase  over  the  present  operating  revenue  of 
$1,221. 

Exclusive  of  the  allowance  required  to  provide  a  suitable 
reserve  against  depreciation,  the  annual  return  from  the 
operation  of  the  property,  provided  the  proposed  rates  are 
placed  in  effect,  will  be  approximately  $1,017,  or  4.1  per  cent, 
of  the  fair  value  of  the  property  assumed  as  a  rate  basis. 

The  Commission,  having  given  due  consideration  to  the 
evidence  offered  and  the  record,  is  of  the  opinion,  and  finds, 
that  the  rates  now  in  effect  do  not  provide  a  reasonable 
return  upon  a  fair  valuo  of  the  property,  provided  that  an 
adequate  annual  allowance  is  set  aside  for  a  reserve  against- 
depreciation;  that  the  proposed  classification  of  subscribers 
is  fair  and  reasonable;  and  that  the  proposed  rates  art' 
necessary  to  cover  annual  operating  expense  and  provide  a 
fair  return  upon  a  reasonable  valuation. 

It  is,  therefore,  ordered,  That  a  sum  equal  to  7  per  cent, 
of  the  cost  to  reproduce  the  property,  plus  the  cost  of  addi- 
tions already  acquired  and  of  other  additions  as  made  each 
year,  be  set  aside  annually  by  the  Williarasville  Telephone 
Company,  the  petitioner  herein,  to  provide  a  reserve 
against  depreciation. 

It  is  further  ordered.  That  the  petitioner  herein  be,  and 
the  same  is  hereby,  permitted  to  discontinue  the  schedule 
of  rates  now  in  effect  and  to  substitute  in  lieu  thereof  the 
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following  schedule,  which  shall  be  designated  aa  I.  P.  U. 
C.No.1: 

Per  Tear 

Individtul  line  telephones $21  00 

Pai^  line  telephones 18  00 

Toll  of  10  cents  for  each  3  minutes  from  Willi  amsville  to  Springfield. 

It  is  further  ordered.  That  the  schedule  of  rates  and 
charges  herein  authorized  may  become  effective  as  of 
October  1, 1918,  and  that  sach  schedule  shall  be  iiled,  posted 
and  published  as  provided  in  Section  34  of  the  Public  Utili- 
ties Commission  Act  and  General  Order  No.  28  (Conference 
Ruling  No.  23)'  of  the  Commission. 

By  order  of  the  Conmiission,  at  Springfield,  Illinois,  this 
thirtieth  day  of  September,  1918. 


In  re  Appuciation  op  Medora  Telephone  Company  for 
AtiTHORiTy  to  Changh  Rates  in  Medora  and  Vicinity. 

Case  No.  7916. 

Decided  October  1,  1618. 

InersMe  in  Sataa  Anthorized  — <  Per  Cent.  Find  for  'Bmam  for 
Depredfttioii—  6.4  Per  Oent.  Fiztd  M  Bate  of  Betorn. 

Opinion  and  Order. 

The  application  filed  herein  states  that  the  Medora  Tele- 
phone Company,  of  Medora,  Illinois,  is  a  pubic  utility, 
engaged  in  the  operation  of  a  telephone  system  in  Medora, 
Macoupin  County,  Illinois,  and  vicinity,  and  that  as  such 
public  utility  it  is  subject  to  the  provisions  of  an  Act  to 
Provide  for  the  Regulation  of  Public  Utilities  now  in  effect 
in  Illinois. 

The  rates  of  the  petitioner,  now  in  effect,  are  stated  to  be 
as  follows : 

Per  Month 

Business,  private  line  stations $1  50 

Rewdence,  private  line  stations 1  00 

Par^  line  stations 1  00 

*  See  Commission  Leaflet  No.  54,  p.  21. 
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The  application  asks  for  the  issuance  of  an  order  author- 
izing the  discontinuance  of  the  rates  now  in  effect  and  the 
placing  in  effect  of  the  following: 

Per  Month 

Business,  private  line  stations $1  75 

Residence,  private  line  stations 1  40 

Residence,  party  line  stations 1  25 

The  matter  came  on  for  hearing  before  the  Conunission 
on  April  30,  .1918.  The  Medora  Telephone  Company  was 
represented  by  Dr.  J.  E.  Walton,  maJiager,  Medora,  Illinois ; 
and  no  objectors  to  the  proposed  rates  appeared.  The  peti- 
tioner introduced  as  exhibits,  proof  of  publication  of  the 
application  to  increase  rates  and  an  income  and  expense 
statement  for  the  year  ending  December  31,  1917. 

The  testimony  shows  that  the  rates  now  in  effect  do  not 
provide  revenue  sufficient  to  cover  operating  expenses,  pro- 
vide an  adequate  reserve  against  depreciation,  and  pay  a 
reasonable  return.  The  petitioner  was  instructed  to  file  a 
supplementary  report  for  the  record,  giving  the  present 
distribution  and  classification  of  the  subscribers'  stations. 
This  report  was  later  received  and  shows  that  service  is 
being  given  to  approximately  300  subscribers,  distributed 
and  classified  as  follows : 

Business  stations,  individual  lines 25 

Residence  stations,  individual  lines 79 

Residence  stations,  part;  lines 196 


The  system  in  use  is  of  the  magneto  type,  with  grounded 
circuits  to  the  subscribers'  stations.  Immediate  repairs, 
requiring  the  estimated  expenditure  of  approximately  $300 
in  the  rural  portion  of  the  plant,  and  of  $350  in  the  city, 
are  necessary,  in  order  that  the  service  furnished  may  be 
more  nearly  in  conformity  with  an  acceptable  standard. 

No  appraisal  of  plant  was  filed  by  the  petitioner  and  an 
inventory  and  appraisal  has  been  made,  therefore,  by  the 
Commission's  engineers.    The  cost  to  reproduce  the  phys- 
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ieal  portion  of  the  property  new,  iisJiig  units  based  upon 
averagf  prices  for  labor  and  material  for  the  five-year 
period,  lf>12-1916,  inclusive,  was  found  to  be  $15,332,  and 
the  cost  to  reproduce  new,  less  depreciation,  on  the  saiue 
basis,  was  found  to  be  $10,441. 

In  connection  with  the  iiiventory  of  the  physical  plant 
the  Conmiission's  engineers  assigned  normal  lives  to  the 
several  component  parts  of  the  plant.  These  were  com- 
piled into  a  table,  from  which  the  value  of  the  annual  dejue- 
ciation  occurring  in  the  entire  plant  was  found  to  be  $938. 

The  total  animal  operating  expense  for  the  year  ending 
Decemb*?r  31,  1917,  as  reported  by  the  petitioner,  was 
$3,377.11.  While  this  amount  includes  a  charge  made  to 
cover  depreciation,  testimony  shows  that  no  actual  reserve 
for  the  purjHJSe  has  ever  been  set  up,  altliough  the  com- 
pany has  been  able  to  declare  dividends  regularly.  Includ- 
ing an  annual  allowance  to  provide  an  adequate  reserve 
against  depreciation,  as  fixed  by  the  Commission's  engi- 
neers, the  annual  operating  expense  will  be  $3,467.46. 

The  rates  now  in  effect  produce  an  annual  operating 
revenue,  exclusive  of  to]l,.of  $3,589.o9,  resulting  in  an  annual 
operating  net  revenue  of  $212.48.  Should  the  present 
number  of  subscribers'  stations  be  maintained,  with  the 
present  distribution  and  classification,  the  proposed  rates 
will  produce  a  total  annual  operating  revenue  of  approxi- 
mately $4,792.  Deducting  the  same  amount  for  taxes  as  the 
company  annually  paid  in  1917,  the  probable  exchange 
operating  revenue,  on  this  basis,  is  approximately  $4,722. 

After  carefully  considering  the  method  used  in  apprais- 
ing the  plant  and  all  other  factors  involved,  and  making 
due  allowance  for  the  necessary  working  capital,  the  Com- 
mission is  of  the  opinion,  and  finds,  that  a  reasonable  value 
of  the  property  as  of  October  1,  191 8,  for  rate-making  pur- 
poses, is  $11,500. 

The  Commission  is  also  of  the  opinion,  and  finds  after 
careful  consideration,  that  a  sum  equal  to  6  per  cent,  of  the 
cost  to  reproduce  new  the  physical  portion  of  the  plant 
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I 
should  be  set  aside  annually  to  provide  a  reserve  against 
depreciation. 

Since  the  rates  proposed  by  the  petitioner  will  produce 
an  annual  net  income  of  approximately  $1,255,  which  is 
10.9  per  cent,  of  the  value  fixed  for  rate-making  purposes, 
the  Commission  is  of  the  opinion,  and  finds,  that  said  pro- 
posed rates,  insofar  as  they  apply  to  the  residence  party 
line  stations  on  grounded  circuits,  are  not  justified,  but  that 
a  modification,  will  produce  a  net  increase  in  annual 
exchange  operating  revenue,  exclusive  of  tolls,  of  approxi- 
mately $450,  which  is  euificient  to  permit  of  an  annual  allow- 
ance being  set  aside  for  a  reserve  against  depreciation,  pay 
operating  expenses,  and  provide  a  reasonable  return. 
Under  the  modified  rate  schedule,  an  estimated  net  annual 
income  of  approximately  $662,  exclusive  of  toll,  6.4  per 
cent,  of  the  value  fixed  for  rate-making  purposes,  will  be 
produced. 

/( is,  therefore,  ordered.  That  the  petitioner,  the  Medora 
Telephone  Company,  be,  and  the  same  is  hereby,  authorized 
to  discontinue  the  schedule  of  rates  now  in  effect  in  Medora 
and  vicinity,  and  to  substitute  therefor  the  following  modi- 
fication of  the  proposed  schedule,  the  same  to  become  effec- 
tive October  1, 1918 : 

Per  Month 

Biuinesa  st&tions,  individaal  tinea (1  75 

Residence  stations,  individnal  lines 1  40 

Residence  stations,  party  lines 1  00 

/(  is  further  ordered,  That  the  petitioner  set  aside 
annually,  as  a  reserve  against  depreciation,  a  sum  equal 
to  6  per  cent,  of  the  cost  to  produce  the  physical  portion  of 
the  plant  new. 

It  is  further  ordered,  That  the  schedule  of  rates  author- 
ized herein  shall  be  filed,  posted  and  published  by  the  peti- 
tioner in  conformity  with  Section  34  of  an  Act  to  Provide 
for  the  Regulation  of  Public  Utilities,  and  General  Order 
No.  28  (Conference  Ruling  No.  23)*  of  the  Public  Utilities 

*  See  Coniroisaion  Leaflet  Ko-.  64,  p.  21. 
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Commission  of  lUinois ;  that  it  shall  be  known  as  I.  P.  U.  C. 
No.  1,  and  shall  become  effective  as  of  October  1,  1918. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
first  day  of  October,  1918. 


In   re   Appucation   of  Liomax  Telephone   Company  por 
Authority  to  Change  Rates  in  Lomax  and  Vicinity. 

Case  No.  7918. 

Decided   October  1,  1918. 

Incrsue  in  H«t«s  Anthoilzed  —  Allmrance  for  Ooini  Ooncen  Talo* 
Ibd*  —  6  P«r  Oent  Fixed  for  Romtto  for  DepredatlOB. 

Opinion  and  Order. 

Tlie  amended  petition  filed  herein  states  that  the  Lomax 
Telephone  Company,  of  Lomax,  Illinois,  is  a  public  utility, 
engaged  in  the  operation  of  a  telephone  system  in  Lomax, 
Henderson  County,  Illinois,  and  vicinity,  and  that  as  such 
public  utility  it  is  subject  to  the  provisions  of  an  Act  to 
Provide  for  the  Regulation  of  Public  Utilities,  now  in  effect 
in  Illinois. 

The  rates  of  the  petitioner,  now  in  effect,  are  stated  to 
be  as  follows : 

Business  st&tioas,  per  month $1  00 

Reaidenee  atations,  per  month 50 

Ror&l  switching  stations,  part;  line,  Lomax  service  only,  per 

year   4  00 

Rural    switching   stations,    party   line,    Lomax,    one    of    two 

exchanges  connected,  per  year 2  00 

The  application  asks  for  the  issuance  of  an  order  author- 
izing the  discontinuance  of  the  rates  now  in  effect  and  the 
placing  in  effect  of  the  following: 
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Per  Year 

Uusinew,  wall  telephones,  mdiwdmU  line,  statioas $21  00 

Bosiness,  wall  telephone,  party  line,  stations 18  OO 

Residence,  wall  telephone,  individn^  line,  stations 18  00 

Residence,  wall  telephones,  party  line,  stations 15  00 

Rates  for  business  and  residence  stations  payable  quarteriy 
and  subject  to  a  discount  of  26  cents  per  month  if  paid  on  or 
before  the  fifteenth  of  the  second  month  of  the  quarter  in 
.  which  the  service  is  rendend. 

Business  or  residence  extensions,  wall  telephone,  stations 5  00 

Extension  bells    2  00 

Desk  telephones,  all  classificBtions,  stations,  extra. '. 2  00 

Rural  switching,  party  line,  stations 6  00 

Rnial  switching  rate  payable  annually  for  period  extending 
.frpv  January  1  to  Janoaiy  1,  and  subject  to  a  disoouut 
of  $2.00  per  aoDum  if  paid  on  or  before  March  31. 

The  matter  came  on  i'or  hearing  before  the  CommiBsion 
on  July  16,  1916.  The  Ijomax  Telephone  Company  was 
represented  by  Mr.  M.  C.  Coleman,  assistant  manager, 
Lomax,  Illinois,  and  no  objectors  to  the  proposed  rates 
appeared.  The  petitioner  introduced,  as  exhibits,  a  finan- 
cial statement  shoMang  expense  and  revenue  for  the  year 
ending  March  31,  1918,  and  an  inventory  and  appraisal  of 
the  property.  Proof  was  submitted  also  that  objections 
offered  to  the  original  petition  had  been  withdrawn. 

The  testimony  shows  that  the  rates  now  in  effect  do  not 
provide  revenue  sufficient  to  cover  operating  expenses,  pro- 
vide an  adequate  reserve  against  depreciation,  and  pay  a 
reasonable  return.  Service  was  given  in  1917  to  approxi- 
mately 184  subscribers,  distributed  and  classified  as 
i  oUows : 

Business  stations,  individual  lines 10 

Residence  stations,  individual  lines 43 

Rural  stations,  party  lines 39 

Rnral   switching   stations,    party  lines,   Lomaz,   one   of   two 

exchanges  connected 92 

The  system  in  use  is  of  the  magneto  type,  with  grounded  ■ 
circuits  to  the  subscribers'  stations. 

The  appraisal  of  the  plant  filed  by  the  petitioner  has  been 
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checked,  and  the  checked  inventory  appraised  by  the  Com- 
mission's engineers.  The  cost  to  reproduce  the  physical 
portion  of  the  property  new,  using  units  based  upon 
'  aTerage  prices  for  labor  and  material  for  the  five-year 
period,  1912  to  1916,  inclusive,  was  found  to  be  $2,710,  and 
the  cost  to  reproduce  new,  less  depreciation,  was  found  to 
be  $1,792. 

In  connection  with  the  inventory  of  the  physical  plant, 
the  Commission's  engineers  assigned  normal  lives  to  its 
several  component  parts.  These  were  compiled  into  a  table, 
from  which  the  value  of  the  annual  depreciation  now  occur- 
ring in  the  entire  plant  was  found  to  be  $163. 

The  total  annual  operating  expenses  for  the  year  ending 
December  31,  1917,  as  reported  by  the  petitioner,  was 
$1,043.55.  Including  an  adequate  anniial  allowance  to  pro- 
vide reserve  against  depreciation,  as  fixed  by  the  Commis- 
sion's engineers,  the  annua!  operating  expenses  are 
$1,206.55. 

The  rates  now  in  effect  produced,  for  the  year  ending 
December  31, 1917,  an  annual  operating  revenue,  including 
toll,  of  $732,  resulting  in  an  annual  local  operating  net 
deficit  of  $311.55.  Making  proper  allowance  for  a  reserve 
against  depreciation,  as  fixed  by  the  Commission's  engi- 
neers, this  deficit  will  be  increased  to  $474.^5. 

Should  the  present  number  of  subscribers'  stations  be 
maintained  under  the  probable  distribution  and  classifica- 
tion, the  proposed  rates  will  produce  a  total  annual  operat- 
ing revenue,  including  toll,  of  approximately  $1,346.  Includ- 
ing a  proper  allowance  to  provide  a  reserve  against 
depreciation,  these  rates  will  produce  a  return,  over  all 
expenses,  of  approximately  $139.46  per  annum,  which  is 
6.3  per  cent,  of  the  property  value. 

The  Commission  recognizes  fully  that  the  property  of 
the  petitioner  constitutes  an  assembled  and  established 
plant  in  operation  and  earning  money,  with  a  list  of  sub- 
scribers, and  that  it  has  a  value  as  such  wholly  different 
from  the  junk  value,  or  the  actual  value  of  the  physical 
portion,  and  that  such  going  concern  value  is  an  actual 
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property  right,  to  be  duly  considered  in  determining  the 
value  upon  which  petitioner  may  properly  expect  a  fair 
return. 

After  carefully  considering  the  method  used  in  apprais- 
ing the  plant  and  taking  into  consideration  every  fact  and 
circumstance  bearing  upon  its  value,  and  making  due  allow- 
ance for  the  necessary  working  capital,  the  Commission  is 
of  the  opinion,  and  finds,  that  a  fair  value  of  the  property 
used  and  useful  in  furnishing  telephone  service  in  the  vil- 
lage of  Lomax,  and  the  business  attached  thereto,  including 
every  element  of  value,  tangible  and  intangible,  as  of 
October  1, 1918,  for  rate-making  purposes,  is  $2,200. 

The  Commission  is  also  of  the  opinion,  and  finds,  after 
careful  consideration,  that  a  sum  efyaal  to  6  per  cent,  of 
the  cost  to  reproduce  new  the  physical  portion  of  the  plant 
should  be  set  aside  annually  to  provide  a  reserve  against 
depreciation. 

/(  is,  therefore,  ordered,  That  the  petitioner,  the  Lomax 
Telephone  Company,  be,  and  the  same  is  hereby,  author- 
ized to  discontinue  the  schedule  of  rates  now  in  effect  in 
Lomas  and  vicinity,  and  to  substitute  therefor  the  following 
schedule : 

Per  Year 

Business,  wall  telephone,  individo^  line,  stations $21  00 

Business,  wall  telepkone,  party  line,  stations 18  00 

Residence,  wall  telephone,  individual  line,  stations 18  00 

Residence,  wall  telephone,  party  line,  stations 16  00 

Rates  for  business  and  residence  stations  payahle  quarterly  and 

subject  to  a  discount  of  25  cents  per  month  if  paid  on  or 

before  the  fifteenth  of  the  second  month  of  the  quarter  in 

which  the  service  is  tendered. 

Business  or  residence  extension,  wall  telephone,  stations S  00 

Extension  bells 2  00 

Desk  telephones,  all  classifications,  stations,  extra 2  00 

Rural  switching,  party  line,  stations 6  OO 

Rural  switching  rats  payable  annually,  for  period  extending 

from  January  1  to  January  1,  and  snbjeet  to  a  discotint  of 

$2.00  per  annum  if  paid  on  or  before  March  31, 

It  is  further  ordered.  That  the  petitioner  set  aside 
annually,  as  a  reserve  against  depreciation,  a  sum  equal 
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to  6  per  cent,  of  the  coat  to  reproduce  the  physical  portion 
of  the  plant  new. 

/*  is  further  ordered,  That  the  schedule  of  rates  author- 
ized herein  shall  he  filed,  posted  and  published  by  the  peti- 
tioner in  conformity  with  Section  34  of  an  Act  to  Pro- 
vide for  the  Regulation  of  Public  Utilities,  and  General 
Order  No.  28  (Conference  Ruling  No.  23)'  of  the  Public 
Utilities  Commission  of  Illinois ;  that  it  shall  be  known  as 
L  P.  U.  C.  No.  1,  and  shall  become  effective  as  of  October 

1,  i9ia 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
first  day  of  October,  1918. 


Joe  H.vrris  v.  Hamilton  and  Saune  County  Telephone 
Company. 

Case  No.  7922. 

Decided  October  1,  1918. 

tMbooMut  of  SMTTice  npioi  Sapkir  of  Una  Bvllt  uid  HainUlned  tv 

SnbMiiber,  Ordered. 

Opinios  and  Order, 

The  complaint  filed  herein  charges  that  the  respondent, 
a  public  utility  operating  a  telephone  system  in  Hamilton 
County,  Illinois,  has  discontinued  telephone  service  to  the 
complainant  The  complainant  asks  that  an  order  be  entered 
by  the  Commission  requiring  the  respondent  company  to 
restore  his  telephone  service.  A  hearing  was  held  at  Spring- 
field on  June  4, 1918. 

From  the  evidence  introduced  at  this  liearing,  it  appears 
that  the  respondent  has  a  rule  which  provides  that  to 
become  a  subscriber  of  the  company,  the  applicant  must 
build  and  maintain  oiw-half  mile  of  telephone  line,  said 
lines  when  constructed  to  be  turned  over  to  the  company. 


•  See  Coinmission  Ijeaflet  No.  54,  p.  21. 


DigilizcdbyGOOglc 


70  Illinois  Public  Utilitibs  Commission. 

The  complainant  complied  with  this  requirement  aiid  in 
April,  1909,  became  a  subscriber  of  the  respondent  and 
received  service  from  the  respondent  from  that  time  until 
the  latter  part  of  March,  1!)17,  at  which  time  the  respondent 
notified  the  complainant  that  his  line  was  not  in  proper 
repair  and  ordered  him  to  rebuild  his  line  by  erecting  new 
poles,  wire,  insulators  and  brackets.  Upon  the  failure  of  the 
complainant  to  comply  with  this  order,  hia  telephone 
service  was  discontinued. 

The  reason  given  by  ):he  complainant  for  not  rebuilding 
his  line  ia  that  he  was  busy  at  the  time  and  was  unable  to 
do  the  work.  He  states,  however,  that  he  is  now  willing  to 
complete  the  work  necessary  to  repair  the  line. 

From  an  affidavit  filed  by  the  directors  of  the  company  it 
appears  that  the  respondent  is  willing  and  ready  to  rein- 
state the  complainant  to  all  the  privileges  of  a  subscriber  of 
the  company  on  his  compliance  with  its  demand  to  rebuild 
his  line. 

The  Commission  is  of  the  opinion  that  telephone  service 
should  be  restored  to  the  complainant  by  the  respondent 
as  soon  as  the  complainant  rebuilds  bis  line  as  ordered  by 
the  respondent. 

/(  is,  therefore,  ordered,  That  the  Hamilton  and  Saline 
County  Telephone  Company  shall  restore  to  Joe  Harris, 
complainant  herein,  the  telephone  connection  and  service 
of  which  he  has  been  deprived,  within  five  days'  from  the 
date  the  said  complainant,  Joe  Harris,  completes  the 
rebuilding  of  his  one-half,  mile  of  line,  and  notifies  the 
company. 

It  is  further  ordered,  That  the  Hamilton  and  Saline 
County  Telephone  Company  shall  report  to  the  Commission 
the  date  upon  which  said  telephone  service  is  restored. 
,  By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
first  day  of  October,  1918. 
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In  re  Application  of  H.  A.  Ball,  Doing  Bi'siness  under 
THE  Name  of  Arbowsmith  Telephone  Company,  for 
Adthoritt  to  Change  Bates  in  Arbowsmith. 

Case  No.  8123. 

Decided  October  1,  1918. 

Incnue  in  Bates  Aathorlzed  —  Toll  Bemiaes  lactaided  in  Local  Beve- 

nnas,  in  View  of  Small  Toll  Plant  Ovnod  —  Ooing  Concern  Value 

AUvwod  —  7.8  Per  Cent.  Fixed  for  Beserve  for  Depredation. 

Opinion  and  Order. 

The  application  filed  herein  states  that  the  Arrowsmith 
Telephone  Company,  H.  A.  Ball,  owner,  of  Arrowsmith, 
niinoia,  is  a  public  utility,  engaged  in  the  operation  of  a 
telephone  system  in  Arrowsmith,  McLean  County,  Illinois, 
and  vicinity,  and  that  as  such  public  utility  it  is  subject 
to  the  provisions  of  an  Act  to  Provide  for  the  Regula- 
tion of  Public  Utilities,  now  in  effect  in  Ulinoia. 

The  rates  of  the  petitioner,  now  in  effect,  are  stated  to 
be  as  follows : 

Per  Month 

Business  stations $1  60 

Residence  stations 1  25 

Rural  party  line  stations 1  26 

Snbjeet  to  a  discount  of  26  cents  if  paid  dnring  the  month  in 
which  the  service  is  rendered. 

Par  Year 
Rnral  gwitdnng,  party  line 5  00 

The  application  asks  for  the  issuance  of  an  order 
authorizing  the  discontinuance  of  the  rates  now  in  effect 
and  the  placing  in  effect  of  the  following : 
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per  Month 

Business,  individual  line,  stations $1  75 

Residence,  individaal  line,  stations 1  50 

Residence,  four-party  line,  stationB 1  26 

Payable  monthly,  in  advance,  and  subject  to  diBCOimt  of  26 
cents  if  paid  during  the  month  in  which  service  is  rendered. 
Rural,  party  line,  stations ,.  1  50 

Payable  quarterly,  in  advance,  with  a  discount  of  25  cents 
per  month  if  paid  during  the  first  month  of  the  quarter. 

Per  Year 

Rural  switching,  party  line 6  00 

Rural  switching,  individual  line 8  50 

Payable  semi-annually,  in  advance,  with  a  discount  of  $1.00 
per  year  if  paid  during  mouth  in  which  statement  is  rendered. 

The  matter  came  on  for  hearing  before  the  Commission 
on  June  5,  1918.  The  Arrowsmith  Telephone  Company 
was  represented  by  Mr.  Frank  Lingley,  attorney,  Paxton, 
Illinois ;  and  no  objectors  to  the  proposed  rates  appeared. 
The  petitioner  introduced,  &s  exhibits,  proof  of  publication 
of  the  application  to  increase  rates,  and  a  financial  state- 
ment showing  expense  and  revenue  for  the  year  ending 
December  31,  1R17,  and  for  the  month  of  December  in  the 
year  1917.  Petitioner  was  instructed  to  file  inventory  and 
appraisal  of  the  property,  which  was  later  received  and 
made  part  of  the  record. 

The  testimony  shows  that  the  rates  now  in  effect  do  not 
provide  revenue  sufficient  to  cover  operating  expenses,  pro- 
vide an  adequate  reserve  against  depreciation,  and  pay  a 
reasonable  return.  Service  is  being  given  to  approximately 
253  subscribers,  distributed  and  classified  as  follows: 

Business  stations,  individual  lines 24 

Residence  stations,  individual  lini?s 74 

Rural  stations,  party  lines 92 

Rural  switching  stations,  party  lines 62 

Rural  switching  stations,  individual  lines 1 

The  system  in  use  is  of  the  magneto  type,  with  grounded 
circuits  to  the  rural  subscribers'  stations  and  metallic  cir- 
cuits for  the  city  limits.  Immediate  installation  of  a  new 
switchboard  to  provide  needed  facilities  is  necessary,  in 
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order  that  the  service  furnished  may  be  more  nearly  in 
wnformity  irith  an  acceptable  standard. 

The  appraisal  of  plant  filwJ  by  the  petitioner  has  been 
checked,  and  the  checked  inventory  appraised  by  the  Com- 
mission's engineers.  The  cost  to  reproduce  the  physical 
portion  of  the  property  new,  using  units  based  upon  average 
prices  for  labor  and  material  for  the  five-year  period,  1912 
to  1916,  inclusive,  was  found  to  be  $9,375,  and  the  cost  to 
reproduce  new,  less  depreciation,  on  the  same  basis,  was 
found  to  be  $7,467. 

In  connection  with  the  inventory  of  the  physical  plant, 
the  Commission's  engineers  assigned  normal  lives  to  its 
several  component  parts.  These  were  compiled  into  a 
table,  from  which  the  value  of  the  annual  depreciation  now 
occurring  in  the  entire  plant  wa.s  found  to  be  $710. 

The  total  annual  operating  expense  for  the  year  ending 
December  31,  1917,  including  non-operating  revenue  deduc- 
tions, as  reported  by  the  petitioner,  was  $3,325.25.  This 
amount  does  not  fully  cover  the  item  of  general  office 
salaries,  however,  as  $434.20,  manager's  salary,  was 
reported  as  a  working  liability.  Including  the  unpaid  por- 
tion of  the  general  office  salaries,  the  total  annual  operating 
expense  is  $3,759.45.  While  this  amount  includes  a  charge 
made  to  cover  depreciation,  the  annual  allowance  made  for 
this  purpose  by  petitioner  was  less  than  that  fised  by  the 
Commission's  engineers.  Including  an  adequate  annual 
allowance  to  provide  reserve  against  depreciation,  as  fixed 
by  the  Commission's  engineers,  the  annual  operating 
expenses  are  $3,869.45. 

The  rates  now  in  effect  produced,  for  the  year  1917,  an 
annual  operating  revenue,  exclusive  of  toll  of  $2,539.69, 
resulting  in  an  annual  local  operating  net  deficit  of  $536.29. 
Should  the  present  number  of  subscribers'  stations  be  main- 
tained, with  the  proposed  distribution  and  classification, 
the  proposed  rates  will  produce  a  total  annual  operating 
revenue,  exclusive  of  toll,  of  approximately  $3,041.50. 

The  record  shows,  however,  that  petitioner  owns  very 
little  long  distance,  or  toll  plant,  and  the  substantial  annual 
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revenae  derived  from  long  distance  service  furnished  may 
properly  be  included  in  the  local  operating  revenues  for 
that  reason.  In  1917  the  net  revenue  derived  from  furnish- 
ing long  distance  connection  was  $864.79.  The  total  annual 
operating  revenue,  therefore,  nnder  the  proposed  schedule 
of  rates  will  be  approximately  $3,906.29.  This  affords  a 
probable  net  return  in  excess  of  all  actual  ojierating 
expenses,  as  shown  by  the  record,  of  approximately  $146.84, 
about  1.4  per  cent,  per  annum  on  the  fair  value  of  the 
property. 

The  Commission  recognizes  fully  that  the  property  of 
the  petitioner  constitutes  an  assembled  and  established 
plant  in  operation  and  earning  money,  with  a  list  of  sub- 
scribers, and  that  it  has  a  value  as  such  wholly  different 
from  the  junk  value,  or  the  actual  value  of  the  physical 
portion,  and  that  such  going  concern  value  is  an  actual 
property  right,  to  be  duly  considered  in  determining  the 
value  upon  which  petitioner  may  properly  expect  a  fair 
return. 

After  carefully  considering  the  method  used  in  apprais- 
ing the  plant  and  taking  into  consideration  every  fact  and 
circumstance  bearing  upon  its  value,  and  making  due  allow- 
ance for  the  necessary  working  capital,  the  Commission  is 
of  the  opinion,  and  finds,  that  a  fair  value  of  the  property 
used  and  useful  in  furnishing  telephone  service  in  the  vil- 
lage of  Arrowsmith,  and  the  business  attached  thereto, 
including  every  element  of  value,  tangible  and  intangible, 
as  of  October  1,  1918,  for  rate-making  purposes,  is  $10,600. 

In  view  of  the  character  of  the  construction  used,  and  of 
the  fact  that  a  large  portion  of  the  plant  is  in  eondition 
requiring  early  repair,  while  other  portions  are  now  being 
rebuilt,  the  Commission  is  also  of  the  opinion,  and  finds, 
after  giving  all  of  the  related  facts  careful  consideration, 
that  a  sum  equal  to  7.8  per  cent,  of  the  cost  to  reproduce 
new  the  physical  portion  of  the  plant,  exclusive  of  land, 
should  be  set  aside  annually  to  provide  a  reserve  against 
depreciation. 
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It  is,  therefore,  ordered,  That  the  petitioner,  the  Arrow- 
smith  Telephone  Company,  be,  and  the  same  is  hereby, 
authorized  to  discontinue  the  schedule  of  rates  now  in  effect 
in  Arrowsmith  and  vicinity,  and  to  substitute  therefor  the 
following  schedule : 

Per  Month 

BasineeB,  individual  line,  stationa $1  75 

Residence,  individual  line,  stations 1  &0 

Residraiee,  four-party  Hue,  statioua 1  26 

Payable  monthly,  in  advan««,  and  subject  to  disconnt  of  25 
cents  if  paid  during  the  month  in  which  service  ia  rendered. 
Bnral,  party  line,  stations 1  60 

Payable  quarterly,  in  advance,  with  a  diacoont  of  25  cents  per 
month  if  paid  dnring  the  first  month  of  the  quarter. 

Per  Year 

Rorsl  switching,  party  line 6  00 

Rural  switching,  individual  line 8  50 

Payable  semi-annually,  in  advance,  with  a  discount  of  $1.00 
p«r  year  if  paid  during  the  month  in  which  statement  is 
rendered. 

It  is  further  ordered,  That  the  petitioner  set  aside  annu- 
ally, as  a  reserve  against  depreciation,  a  sum  equal  to  7.8 
per  cent,  of  the  cost  to  reproduce  the  physical  portion  of 
the  plant  new. 

/*  is  further  ordered,  That  the  schedule  of  rates  author- 
ized herein  shall  be  filed,  posted  and  published  by  the  peti- 
tioner in  conformity  with  Section  34  of  an  Act  to  Provide 
for  the  Regulation  of  Public  Utilities  and  General  Order 
No.  28  (Conference  Buling  No.  23)"  of  the  Public  Utihties 
CoRUnission  of  Ulinois ;  that  it  shall  be  known  as  I.  P.  U.  C. 
No.  1,  and  shall  become  effective  as  of  October  1,  1918. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
first  day  of  October,  1918. 


•  See  Commission  Leaflet  No.  54,  p.  21. 


DigilizcdbyGoO^IC 


76  Illinois  Public  Utilities  Commission. 

In  re  Proposed  Advanck  in  Rates  in  Mulberry  QRo^'E  and 
Vicinity  of  the  Mutual  Telephone  System. 

Case  No.  8128. 

Decided  October  1,  1918. 

Increue  la  B»te8  Antliori«d  —  Valoation  Bued  on  Book  VkIiw  —  7  Par 
Cent.  Fixed  for  BeMrr*  for  DeprocUtioiL 

Opinion  A^'D  Order. 

On  April  25,  1918,  the  Mutual  Telephone  System,  of 
Mulberry  Grove,  a  corporation,  filed  with  this  Commission 
a  schedule  of  rates,  designated  as  I.  P.  U.  C.  No.  3  can- 
celling I.  P.  U.  C.  No.  2  governing  rates  for  telephone 
service  applying  to  Mulberry  Grove  and  vicinity.  It 
appearing  that  the  Commission  should  enter  upon  a  hearing 
in  this  matter,  an  order  was  entered  on  May  16,  1918,  sus- 
pending the  effective  date  of  Schedule  I.  P.  U.  C.  No.  3  from 
June  1,  1918,  to  September  28,  1916. 

The  lawful  rates  of  the  applicant  now  in  force,  as  shown 
in  Rate  Schedule  I.  P.  U.  C.  No.  2  are  as  follows: 

Per  Year 

Indivicliiat  line  business  telephones $12  00 

Two-party  line  telephones,  husiness  Knd  residence  on  same  tine.  24  00 

Individual  line  residence  telephonee 12  00 

Multi-party  line  rural  telephones 12  00 

Switching  charge  for  rural  lines 4  00 

Per  Call 
Service  over  lines  to  non-subscribers 10 

Service  to  all  between  the  hours  of  9K)0  p.  m.  and  4:00  a.  U.  will  be 
subject  to  a  chai^  of  10  cents  per  call;  calls  for  doctor  or  cases  of  emer- 
gency free  at  all  hours. 

Rates  on  long  distance  may  be  had  on  application  from  operator. 

Business,  residence  and  raral  telephone  rentals  payable  monthly  in 
advance.     Switching  chaises  payable  quarterly  in  advance. 

Messenger  fees  will  be  charged  for  all  parties  wanted  not  having  a 
telephone. 

The  rates  proposed  in  Schedule  I.  P.  U.  C.  No.  3  are  as 
follows : 
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Per  Year 

lodividiuil  line  in  village,  busineae $21  00 

Individoftl  line  in  Tillage,  residence 18  00 

Part;  line  in  village  (not  to  exceed  4  telephones  on  line) ....  15  00 

Unlti-party  line  (rnnil) 16  00 

Switching  charges  for  mral  liaee 6  00 

Per  Call 
Service  over  lines  to  non-snbscribers 19 

Per  Month 

Desk  telephone  (extra  over  above  chaiges) ., 15 

Call  bell  (extra  over  above  charges) 15 

The  above  rates  are  per  tetepbones,  as  classified. 

Telephone  rentals  in  village  payable  monthly.  If  paid  within  the  month 
in  which  they  are  dne,  a  disconnt  of  26  cents  per  telephime,  per  month, 
wiU  be  allowed. 

Rural  telephone  rentals  payable  qnarterly,  at  the  office  of  the  company. 
If  paid  within  the  quarter  in  which  they  are  due,  a  discount  of  75  c«nts 
per  quarter  will  be  allowed. 

Switching  charges  payable  annually,  at  the  office  of  the  company.  If 
paid  before  July  1  of  each  year,  a  discount  of  $1.00  per  telephone  will 
be  allowed. 

Long  distance  telephone  rates  may  be  had  on  application  from  operator. 

Messenger  fees  will  be  charged  for  all  parties  wanted  not  having  a 
telephone. 

Telephone  service  between  the  hours  of  9 :00  p.  m,  and  4 :00  a.  m.  will  be 
subject  to  a  charge  of  10  eents  per  call;  calls  for  doctor  or  eases  of 
emergency  free  to  subscribers  at  all  hours, 

This  matter  came  on  for  hearing  before  the  Commission, 
at  Springfield,  June  4,  1918,  at  which  time  Mr.  F.  A. 
De  Moulin,  secretary  and  treasurer,  appeared  for  the  com- 
pany ;  no  one  appeared  objecting.  No  proof  of  publication 
of  the  proposed  increase  in  rates  was  filed,  as  required  by 
the  Commission,  because  of  the  fact  that  the  former  editor 
of  the  local  paper  is  now  in  the  service  in  France,  but  the 
record  shows  that  the  subscribers  affected  by  the  proposed 
change  were  notified  as  to  the  proposed  increase  in  rates 
and  also  in  regard  to  the  date  and  place  of  hearing. 

It  appears  from  the  testimony  that  the  Mutual  Telephone 
System,  of  Mulberry  Grove,  has  been  incorporated  since 
December,  1905.     The  system  was  serving  18  single  party 
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business  subscribers,  72  single  party  residence  subscribers, 
12  two-party  residence  subscribers,  and  l77  rural  multi- 
party subscribers  on  December  31,  1917. 

No  appraisal  was  filed  by  the  petitioner  but  testimony 
shows  that  the  officers  of  the  company  value  the  plant  and 
equipment  at  approximately  $8,CX)0.  The  book  value  of  the 
entire  property,  including  buildings,  materials  and  sup- 
plies, and  working  capital,  as  shown  by  the  annual  report 
for  the  year  ending  December  31,  1917,  on  file  with  the 
Commission,  is  $10,132.49. 

After  carefully  considering  the  size  of  the  plant  and  all 
other  factors,  the  Commission  is  of  the  opinion,  and  finds, 
that  a  fair  value  for  the  propertv,  for  rate-making  purposes, 
is  $10,130. 

No  amount  has  been  set  aside  in  the  past  to  meet  current 
depreciation,  but  the  record  shows  that  a  debt  against  the 
property,  amounting  to  $1,750,  has  been  paid  off  in  the  last 
two  years.  This  debt  was  paid  out  of  operating  expenses 
and  the  indications  are  that  during  that  period  the  current 
maintenance  was  almost  entirely  neglected.  In  order  to 
provide  a  depreciation  reserve,  the  Commission  considers 
that  an  amount  equal  to  7  per  cent,  upon  the  book  value  of 
the  property  should  be  set  aside  annually.  This  amounts  to 
$709.24. 

The  annual  report,  which  was  made  a  part  of  the  record, 
sets  up  operating  expenses  for  the  year  ending  December 
31,  1917,  of  $3,348.45.  A  gworn  statement  filed  September 
13,  1918,  shows  that  the  expenses  properly  assignable  to 
operating  for  the  six  months'  period  ending  June  30, 1918, 
amounts  to  $1,193.62.  The  record,  therefore,  indicates  that 
a  fair  annual  operating  expense,  exclusive  of  depreciation, 
would  be  $3,028.  Taxes  for  the  year  1918  amount  to  $65.85. 
In  order  to  meet  the  necessary  operating  expenses,  includ- 
ing depreciation,  and  provide  for  taxes,  the  operating 
revenues  should  equal  $3,803.14. 

The  record  is  not  clear  as  to  operating  revenues;  but 
assuming  the  number  of  stations  in  service  December  31, 
1917,  to  be  a  fair  indication  as  to  the  number  of  subscribers 
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in  the  future,  the  proposed  rates  will  yield  $3,672  per 
wmnm.  To  this  amount  should  he  added  a  sum  of  $256.17 
for  toll  revenue,  $40.00  for  switching  revenue,  and  $22.22  for 
miseellaneoTis  revenue,  n>aking  a  total  yearly  operating 
revenue  of  $3,990.39.  This  would  provide  only  enough  reve- 
nue to  meet  the  necessary  expenses,  provide  for  taxes,  allow 
an  adequate  depreciation  reser\'e,  and  give  a  return  of  1.9 
per  cent,  upon  the  fair  valne  of  the  property.  While  this 
return  is  low,  the  Commission  considers  that  economical 
management  and  the  ordinary  extension  of  the  service 
wiD,  in  the  future,  provide  a  higher  return.  Therefore,' 
the  Conunission  is  of  the  opinion,  and  finds,  that  Schedille> 
I.  P.  IT.  C.  No.  3  as  proposed  by  the  Mutual  Telephone 
^stem,  of  Mulberry  Grove,  is  justified. 

/(  is,  therefore,  ordered,  That  a  suspension  order,  effeetr 
ing  Schedule  I.  P.  U.  C.  No.  3  superseding  Schedule 
I.  P.  U.  C.  No.  2,  of  the  Mutual  Telephone  System,  of  Mul- 
berry Grove,  dated  May  16,  1918,  be,  and  the  same  is 
hereby,  vacated  as  of  September  28,  1918,  and  that  said 
schedule  I.  P.  U.  C.  No.  3  be  established  and  become  effective 
on  that  date. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
first  day  of  October,  1918. 


In  re  Application  of  Fakmebs  Telephone  Compahy  of 

HOPBDALE  FOR  AN  INCREASE  IN  BaTES  AT  HOPEDAl*  AWD 

ViciNiTT,  Errc. 

Case  No.  8297. 

Decided  October  1,  1918. 

loaMn  in  Batw  Anthmiaed  —  7.1  Per  Out.  Fixed  for  BMnva  for 

Dflpndatioii  — Toll  Bates  in  Lisa  of  Free  Interezchanc* 

Service  Aotborised. 

Opinion  and  Order. 
The  apphcation  filed  herein  states  that  the  Fanners  Tele- 
I^one  Company,  of  Hopedale,  Illinois,  is  a  pohlic  utility, 
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engaged  in  the  operation  of  a  telephone  system  in  Hope- 
dale,  Tazewell  County,  Illinois,  and  vicinity,  and  that  as 
such  public  utility  it  is  subject  to  the  proviaions  of  an  Act 
to  Provide  for  the  Regulation  of  Public  Utilities,  now  in 
effect  in  Illinois. 

In  the  application  petitioner  asks  for  an  order  authoriz- 
ing an  increase  in  telephone  rates  at  Hopedale  and  vicinity, 
and  the  establishment  of  a  toll  rate  in  lien  of  free  service 
between  Hopedale  and  Minier,  Tremont  and  Armington. 
The  application  further  states  that  the  telephone  rates  now 
in  effect  in  Hopedale  and  vicinity  do  not  provide  sufficient 
revenue  to  cover  operating  expenses,  provide  an  adequate 
reserve  against  depreciation,  and  pay  a  reasonable  return. 

It  is  further  stated  that  the  present  long  distance  con- 
nection between  the  telephone  system  of  the  petitioner  and 
the  villages  of  Minier,  Tremont  and  Armington  is  free  to 
the  petitioner's  subscribers,  as  well  as  to  the  subscribers 
of  the  telephone  companies  operating  in  the  three  villages 
named.  This  free  long  distance  service  results  in  a  heavy 
telephone  trafRc  of  social  and  business  calls  between  Hope- 
dale  and  the  villages  of  Minier,  Tremont  and  Armington, 
causing  serious  congestion  and  delay.  For  this  reason  the 
present  service  is  inadequate  for  the  requirements  of  those 
subscribers  who  are  both  willing  and  able  to  pay  for  the  use 
of  the  circuits  involved,  in  order  to  secure  prompt  and 
reliable  service  on  essential  business  and  social  calls. 

Such  free  long  distance  service  also  imposes  an  addi- 
tional burden  upon  subscribers  of  the  petitioner  who  are 
not  long  distance  users,  in  that  the  expense  of  maintaining 
and  operating  the  circuits,  since  the  service  is  free,  is 
merged  with  the  operating  expenses  of  the  local  exchange 
equipment.  The  establishment  of  a  charge  for  the  use  of 
these  long  distance  circuits  will  make  it  possible  to  provide 
for  their  maintenance  and  operation  from  revenue  supplied 
by  the  public  employing  them  and  paying  for  the  service, 
thus  eliminating  the  burden  from  that  portion  of  the  tele- 
phone using  public  whose  requirements  do  not  include  long 
distance  lines. 
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The  rates  of  the  petitioner,  now  in  effect,  are  stated  to  be 
as  follows : 

Per  Year 

Basincse  telephones $16  00 

Rendenee  telephones  15  00 

Extennon  telephones,  business  or  residence 7  50 

Extension  bells,  business  or  residence 3  00 

Rnral   party  line 15  00 

Toll  eonneetioas  between  Hopedale,  Hinier,  Tremont  and  Amiington 
free. 

The  application  aski^  for  the  issuance  of  an  order  author- 
izing the  discontinuance  of  the  present  rates  and  the 
placing  in  effect  of  the  following : 

Per  Year 

Individual  line  business  telephone $27  00 

Two-party  line  basineBs  telephone 24  00 

Individual  line  residence  telephone 21  00 

Two-party  line  residence  telephone 18  00 

Extension  telephones,  bnsineas  or  residence 6  00 

Extenoon  bells,  business  or  residence 3  00 

Extra  listing  of  name  in  directory 3  00 

Roral  party  line  telephone 21  00 

Lodges,  club  rooms,  public  and  parochial  schools,  churches,  hospitals 
and  other  charitable  institutions  are  classified  as  residences. 

Extra  Mileage:  Per  Year 

Indivldnal  line,  per  quarter  mile  or  fraction  thereof $4  00 

Two-partj  line,  per  quarter  mile  or  fraction  thereof,  for  each 

snbscriber  2  25 

A  diseonnt  of  25  cents  per  month  applies  to  the  rates  for  business  and 
residence  telephones,  exclusive  of  extension  telephones,  if  p^inent  is 
made  monthly,  at  the  office  of  the  company,  on  or  before  the  fifteenth  day 
of  the  emrent  month. 

A  discount  of  26  cents  per  month  applies  to  the  rates  for  rural  tele- 
phones, if  payment  is  made  quarterly,  at  the  office  of  the  company,  on  or 
before  the  fifteenth  day  of  the  second  month  of  the  current  quarter.  The 
term  "carrent  quarter"  as  used  herein,  shall  be  construed  to  mean  a 
three  months'  period,  banning  January  1,  April  1,  July  1,  and  October  1 
of  each  year. 
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Authority  is  also  asked  to  place  in  effect  the  following 
schedule  of  toll  rates  in  lieu  of  the  present  free  service; 

Hopedale  to   Tremont 10c 

Hopedale  to  Minier '. 10c 

Hopedale  to  Arniington lOe 

Minier  to  Hopedale 10c 

Tremont  to  Hopedale 10c 

Anningion  to  Hopedale 10c 

The  matter  came  on  for  hearing  before  the  Gonimissiou 
on  July  16,  1918.  The  Fanners  Telephone  Company  was 
represented  by  Be.n  B.  Boynfov,  attorney,  Springfield,  Illi- 
nois, and  no  objectors  to  the  proposed  rates  appeared. 
The  petitioner  introduced,  as  exhibits,  proof  of  publication 
of  the  application  to  increase  rates,  an  inventory  and 
appraisal  of  the  property,  a  statement  of  the  income 
account  for  two  years  and  six  months  ending  December  31, 
1917,  a  copy  of  the  balance  sheet  as  of  December  31, 1917,  a 
tabulation  of  connected  telephone  stations  showing  the 
classification  as  of  June  1,  1918,  and  a  comparative  state- 
ment of  the  present  and  proposed  revenues.  The  record 
shows  that  the  petitioner  is  serving  a  total  of  318  stations, 
distributed  and  classified  as  follows: 

Individual  business    25 

Two-party  business    2 

Individual  residence 80 

Two-party  residence    2 

Business  extensions   1 

Pay  stations 1 

Free  telephones 2 

Rural  party  line  stations 205 

An  inventory  and  appraisal  has  been  cheeked  by  iha 
CommissJon's  engineers  and  their  report  made  a  part  of 
the  record,  by  stipulation.  The  reproduction  cost  new  of 
the  physical  portion  of  the  plant  was  found  to  be  $21,000 
and  the  reproduction  cost  new,  less  depreciation,  of  the 
physical  portion  of  the  plant  $12,075. 

In  making  an  appraisal  of  the  plant,  the  Commission's 
engineers  assigned  normal  lives  to  the  several  component 
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parts.  These  were  compiled  into  a  table,  from  which  the 
total  value  of  the  depreciation  annually  occurring  in  the 
entire  plant  was  foand  to  be  $1,489.  The  record  shows  that 
the  average  annual  operating  expenses  oyer  a  period  of 
two  years  and  six  months  ending  December  31,  1917,  are 
$4,889.35.  Including  an  allowance  to  pro\'ide  an  adequate 
reserve  against  depretriation  as  it  has  been  found  to  occur 
by  the  Commission's  engineers,  the  average  annual  oper- 
ating expense,  based  upon  a  two  and  one-half  year  period, 
is  approximately  $5,104. 

The  rates  now  in  effect  produce  an  annual  average  oper- 
ating revenue,  including  toll  and  based  upon  a  period  of 
two  years  and  six  months  ending  December  31,  1917,  of 
appro^mately  $4,585.  The  probable  distribution  and 
classification  of  subscribers,  should  the  proposed  rates  be 
placed  in  effect,  is  shown  below: 

ESnUATED    DiBTRIBDTION    Of    SUBSCRIBERS. 

Individnftl  bnsineBs  tfilepbones 25 

Two-party    2 

Individnal  reaidenee 50 

Two-party  residence    32 

Bnuoess  extensions   1 

Pay  stations    1 

Free  telephones 2 

Rmal  puty  Hue  tdephones 205 

With  the  distribution  and  classification  of  subscribers 
shown,  the  proposed  rates  will  produce  a  probable  total 
annual  operating  revenue,  including  the  average  toll  reve- 
nue for  two  and  one-half  years  ending  December  31,  1917, 
of  approximately  $6,120.  Deducting  the  same  amount  for 
taxes  as  the  company  actually  paid  in  1917,  the  probable  net 
operating  revenue,  on  this  basis,  is  approximately  $6,024. 

Operations  of  the  company,  as  shoMm  by  the  average 
revenues  and  average  operating  expenses  for  the  two  and 
one-half  year  period  ending  December  31,  1917,  result  in 
a  deficit  of  $386.61  per  annum.  Should  the  proposed  rates 
be  placed  in  effect,  and  a  suitable  allowance  to  provide  a 
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reserve  against  depreciation  be  .roade,  together  with  the 
other  average  operating  expenses,  shown  by  the  record 
to  have  been  incurred,  ^a  net  aimual  income  of  approxi- 
mately $920  will  be  produced.  Income  and -expense  analyses 
under ■  present  conditions  are  shown  in  table  of  operating 
revenues  and  expenses,  together  with  an  estimate  of  the 
probable  operating  expense  that  will  be  incurred  in  the 
next  yeai'. 

Table  or  OpBiuTiNa  Revenues  and  Estbnses. 


Six  ifonth  AmHiv  Doomkr  J] 

Average 

TietUe 

t9IS 

taie 

1917 

and 
Bipentee 
BtHmaled 

Betenut: 

S2,156g0 
301  78 

$4,431  06 
300  96 

S4,391  70 
401  84 

TOTAl.  aiVKHint 

Uairtlemnet  Bxpenit: 

^,458  28 

518  91 
38  20 

S4,273  23 

1,100  00 
67  46 

47  50 

1.188  60 

394  07 

850  00 

S4,732  02 

679  81 
40S  21 

14  23 

*S4,585  46 

919  48 
241  58 

30  87 
1,274  72 

364  34 

870  30 
243  20 

679  78 

365  02 

16,119  84 

Ropwni  equipment               . 
Station        remoT»b        and 

446  20 

723  39 
245 

448  00 
2S1  28 

300  00 
96  19 

Traffic  ErpeTue: 

867  73 

83  eo 

1,090  46 
451  34 

Other  tnfBcmtpwu» 

Ottieral  Expemt: 

Qenenl  offion  Bslkriea 

Other  general  expense 

300  00 

900  00 

TCTU.  TELSPHOire  OP»R- 

13,094  38 

S4,889  35 

4,391  70 
82  72 

$5,4G6  90 

TOTAL    KXCHANOn    BBV- 

5,718  00 

28  08 

96  00 

K«T  OPBRATINQ  INCOMt 

S941  64 
3,790  38 

$4,972  07 
386  61 

DcnriT 

::::::::::::::;:::: 

"  An  error  is  apparent. 

After  carefully  considering  the  method  used  in  apprais- 
ing the  plant  and  all  other  factors  involved,  and  making 
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due  allowance  for  the  necessary  working  capital,  the  Com- 
mission is  of  the  opinion,  and  finds,  that  a  reasonable  value 
of  the  property  as  of  October  1, 1918,  for  rate-making  pur- 
poses, is  $14,700.  The  Commission  is  also  of  the  opinion, 
and  finds,  after  careful  consideration,  that  a  sum  equal  to 
7.1  per  cent,  of  the  cost  to  reproduce  new  the  physical  por- 
tion of  the  plant  should  be  set  aside  annually  to  provide  a 
reserve  against  depreciation. 

Giving  due  consideration  to  the  impairment'  of  service 
caused  by  congestion  on  the  present  free  service  circuits 
between  Hopedale  and  the  villages  of  Minier,  Tremont  and 
Armington,  the  Commission  is  also  of  the  opinion,  and  finds, 
that  the  present  practice  of  famishing  free  service  is  pro- 
ductive, in  this  case,  of  virtual  inadequacy  for  essential 
traflSc,  inferior  service,  and  an  undue  burden  upon  the  non- 
toll  using  portion  of  the  petitioner's  subscribers. 

/{  ts  therefore,  ordered,  That  the  petitioner,  Farmers 
Telephone  Company,  of  Hopedale,  be,  and  the  same  is 
hereby,  authorized  to  discontinue  the  schedule  of  rates  for 
telephone  service  now  in  effect  for  Hopedale  and  vicinity 
and  to  substitute  in  lieu  thereof  the  following  schedule: 

Per  Year 

Individa&l  liae  bosineSB  telephone $27  00 

Two-pftrty  line  bnsinesa  telephooe 24  00 

Individual  line  reeidence  telephone 21  00 

Two-party  line  residence  telephone 18  00 

Extension  telephone,  businese  or  resid^iee 6  00 

Extension  bells,  business  or  residence 3  00 

Extra  listing  of  name  in  directory 3  00 

Rnral  party  line  telephone 21  00 

Lodges,  dnb  rooms,  pnblic  and  parochial  schools,  churches,  hospitals 
and  other  charitable  institutions  are  classified  as  residences. 

Extra  MiUage :  Per  Year 

Individual  line,  per  quarter  mile  or  fraction  thereof $4  00 

Two-party  line,  per  quarter  mile  or  fraction  thereof,  for  each 

anbscriber   2  25 

A  diacoant  of  26  cents  per  month  applies  to  the  rates  for  husiness  and 
re«idenc8  telephones,  exclusive  of  extension  telephones,  if  payment  is 
made  monthty  at  the  office  of  the  company,  on  or  before  the  fifteenth  day 
of  the  enrrent  nmnth. 
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A  diacoout  of  25  cents  per  month  applies  to  tiie  ret«s  for  rural  tele- 
phones, if  payment  lA  made  quarterly  at  the  office  of  the  eompany,  on  or 
before  the  fifteenth  day  of  the  second  month  of  the  current  quarter.  The 
term  "current  quarter,"  as  used  herein,  shall  be  construed  to  mean  a 
three  months'  period,  beginning  January  1,  April  1,  July  1,  and  October  1 
of  each  year. 

/(  is  further  orderf:d,  That  the  petitioner  be,  and  the 
same  is  hereby,  permitted  to  discontinue  the  present  fre«? 
long  distarice  seryice  between  Hopedale  and  Minier,  Tre- 
mont  and  Annington  and  to  place  in  effect  a  charge  of 
10  cents  per  message  for  toll  mesaages  between  Hopedale 
and  the  villages  named. 

/(  is  further  ordered.  That  the  schedule  of  rates  author- 
ized herein  shall  be  filed,  posted  and  published  by  tiie 
petitioner  in  conformity  with  Section  34  of  an  Act  to 
Provide  for  the  Regulation  of  Public  Utilities  now  ki 
effect  in  Illinois,  and  with  Gleneral  Order  No.  28  (Confer- 
ence Ruling  No.  23)'  of  the  Public  Utilities  Conunission  of 
Illinois,  and  that  it  shall  be  known  as  I.  P.  U.  C.  No.  1, 
and  that  it  shall  become  effective  as  of  October  1,  1^18. 

By  order  of  the  Commission,  at  Springfield,  Illinios, 
this  first  dav  of  October,  1918. 


[III.     'I 


Myeb  J.  Stein  r.  City  of  Chicago  and  Chicago  Telephone 
Company. 

Case  No.  528.^. 

Decided  October  14,  1918. 

Extension  of  Time  Within  Whl^  to  File  a  Schedule  of  Kates  Frevioosly 
Ordered,  Oraated  Fendinf  an  Appeal  to  t^  Courts. 

FiKST  Supplemental  Order. 
This  was  a  complaint  filed  with  the  Commission  as'  to  the 
services  and  rates  rendered  and  charged,  respectively,  by 
the  Chicago  Telephone  Company  in  the  city  of  Chicago  and 
neighboring  communities  and  municipalities. 


'  See  ComniissioD  Leaflet  No.  64,  p.  '. 
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The  easi'  was  ht-ard  in  February,  1918,  and  on  July  15, 
1918,  an  order*  was  entered  which  found  that  the  city  ordi- 
.  nances  of  the  eity  of  Chicago  were  not  binding  upon  the 
Chicago  Telephone  Company,  or  other  persons,  or  corpora- 
tions, in  the  matter  of  telephone  rates  and  charges  to  be 
made  by  the  Chicago  Telephone  Company,  and  ordered  that 
the  Chicago  Telephone  Company  within  ninety  days  from 
the  service  of  such  order,  file  with  this  Commission  a  sched- 
ule of  reasonable  rates  both  for  rental  and  toll  services, 
eliminating  therefrom  all  discrimination  of  any  kind  as 
against  individuals,  communities  or  municipalities.  Subse- 
quent to  the  entering  of  this  order'  an  appeal  from  same 
was  taken  by  the  city  of  Chicago  to  the  Sangamon  County 
Circuit  Court  and  a  motion  made  by  the  city  for  a  stay  of 
said  order.  This  appeal  and  motion  has  been  set  for  hear- 
ing in  said  Circuit  Court  of  Sangamon  County  on  October 
21,  1918,  which  will  be  a  date  subsequent  to  the  expiration 
of  the  ninety  days  above  mentioned  in  which  the  Chicago 
Telephone  Company  is  required  by  the  order  of  this  Com- 
mission to  file  its  schedule  of  rates.  In  consequence  thereof, 
the  Chicago  Telephone  Company  has  requested  an  exten- 
sion of  thirty  days  in  which  to  file  such  schedule. 

The  Commission  having  fully  considered  the  facts,  and 
being  fully  advised  in  the  premises,  doth  find  that  the 
request  of  the  Chicago  Telephone  Company  ought  to  be 
granted. 

/(  is,  therefore,  ordered  by  the  Public  Utilities  Commis- 
sion, That  the  time  in  which  the  Chicago  Telephone  Com- 
pany is  required  to  file  its  schedule  of  rates  and  charges 
with  this  Commission  by  the  order*  of  the  Commission 
dated  July  15,  1918,  be,  and  the  same  is  hereby,  extended 
thirty  days  from  October  15, 1918,  to  November  15, 1918. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
fourteenth  day  of  October,  1918. 


*  S«fl  Commissioa  Leaflet  Ko.  81,  p.  827.    The  order  was  set  aside  by  the 
Sangamon  County  Circuit  Court,  upon  the  appeal,  in  November,  1918. 
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7«  I'e  Application  of  Ideal  Telephone  Exchange  for 
Authority  to  Change  Kates  for  Seevice  in  Yatea 
City  and  Vicinity,  and  in  Docglas  and  Vicinity,  Knox 
County. 

Case  No.  8341. 

Deeidtd  October  14,  1918. 

Increase  in  Batae  Anthorised  —  Toll  B«nnses  Indnded  in  Local  Sere- 

unes  In  View  of  Small  Toll  Plant  Owned  —  Oolnc  Osncam  Value 

Allowed  —  6.9  Fer  Cent.  Fixed  for  Beaerre  for  Depredation. 

Opinion  and  Obdeb. 

The  application  filed  herein  states  that  the  Ideal  Tele- 
phone Exchange  is  a  public  utility,  engaged  in  the  operation 
of  a  telephone  system  in  Yates  City  and  vicinity,  and 
Douglas  and  vicinity,  Knox  County,  Illinois,  and  that  as 
such  public  utility  it  is  subject  to  the  provisions  of  an  Act 
to  Provide  for  the  Regulation  of  Public  Utilities,  now  in 
effect  in  Illinois. 

The  present  rates  of  the  petitioner  are  stated  to  be  as 
follows : 

Per  Year 

Bnsineea  stations,  party  line fl6  00 

Re«dence  stations,  party  line 15  00 

Rural  stations,  party  line 16  00 

Desk  telephones,  all  dassifleationa,  extra 3  00 

Extension  bells   3  00 

Extension  wall  set  telephones 6  00 

Extension  desk  set  telephones 0  00 

Above  rates  are  based  upon  fifteen  faonra'  service  summer  time,  and 
fonrt«en  and  one-half  hours'  service  winter  time,  exceptii^  Sundays,  which 
ia  ten  honis. 

The  application  asks  for  the  issuance  of  an  order  author- 
izing the  discontinuance  of  the  rates  now  in  effect  and  the 
placing  in  effect  of  the  following: 
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Per  Year 

Bnginess,  wall  telephone,  individual  line,  stations $24  00 

Business,  wall  telephone,  two-party  line,  stations 21  00 

R«sidenee,  wall  telephone,  individnal  line,  stations 21  00 

Residence,  wall  telephone,  four-party  line,  stations 18  00 

BmineBB  or  residence  extension  wall  telephone,  stations 6  00 

Extension  bells 3  00 

Desk  telephones,  all  classifications,  stations,  extra 3  00 

Rural,  party  line,  stations 21  00 

All  bnainess  and  residence  telephone  rates  subject  to  a  diseonnt  of  25 
cents  per  month  if  paid  on  or  before  the  fifteenth  of  the  month  in  which 
tbe  service  is  rendered. 

Above  are  based  upon  twenty-fonr  hours'  continuous  service. 

The  matter  came  on  for  hearing  before  the  Coinmission 
on  July  23, 1918.  The  Ideal  Telephone  Exchange  was  repre- 
sented by  Mr.  H.  B.  Gash,  Yates  City,  Illinois,  and  no 
objectors  to  the  proposed  rates  appeared.  The  petitioner 
jntrodneed,  as  exhibits,  a  financial  statement  showing 
expense  and  revenue  for  the  six  months  ending  June  30, 
1918,  and  an  inventory  and  appraisal  of  the  property. 

The  testimony  shows  that  the  rates  now  in  effect  do  not 
provide  revenue  sufficient  to  cover  operating  expenses,  pro- 
vide an  adequate  reserve  against  depreciation,  and  pay  a 
reasonable  return.  The  service  famished  is  classified  as 
follows,  and  includes  the  operation  of  approximately  239 
telephone  instruments : 

Business  stations,  individnal  lines 20 

Business  stations,  two-party  lines 8 

Residence  stations,  individual  lines 2 

Residenee  stations,  two-party  lines 32 

Residence  stations,  three-party  lines 36 

Residence  stations,  four-party  lines 16 

Rural  stations,  four-party  lines 4 

Rural  stations,  multi-party  lines 117 

Exten^on  sets,  desk 1 

Desk  telephones 3 

239 
Extension  bells 2 
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The  system  in  use  is  of  the  magneto  type,  with  metal- 
lie  circuits  to  the  subscribers'  stations,  with  verj'  few 
exceptions. 

The  appraisal  of  plant  filed  by  the  petitioner  has  been 
checked,  and  the  cheeked  inventory'  appraised  by  the  Com- 
missioner's engineers.  The  cost  to  reproduce  the  physical 
portion  of  the  property  new,  including  materials  and  sup- 
plies, and  using  units  based  upon  average  prices  for  labor 
and  material  for  the  five-year  period,  1912  to  1916,  inclusive, 
was  found  to  be  $16,589,  and  the  cost  to  reproduce  new,  less 
depreciation,  was  found  to  be  $14,788. 

In  connection  with  the  inventory  of  the  physical  plant, 
the  Commissioner's  engineers  assigned  normal  lives  to  its 
several  component  parts.  These  were  compiled  into  a  table, 
from  which  the  value  of  the  animal  depreciation  now  occur- 
ring in  the  entire  plant  was  found  to  be  $1,156.  The  total 
annual  operating  expense  for  the  six  months  ending  June 
30,  1918,  as  reported  by  the  petitioner,  was  $1,323.87.  This 
amount,  however,  includes  an  allowance  to  provide  reserve 
against  depreciation  of  only  $194.10.  Including  an  ade- 
quate annual  allowance  to  provide  reserve  against  depre- 
ciation, as  fixed  by  the  Commission's  engineers,  the  annual 
operating  expenses  are  $3,816.54. 

The  record  shows  that  the  petitioner  owns  very  little 
long  distance  or  toll  plant,  and  the  annual  revenue  derived 
from  long  distance  furnished  may  properly  be  included 
in  local  operating  revenues  for  that  reason.  The  rates  now 
in  effect  produced,  for  the  six  niontlis  ending  June  30, 1918, 
an  operating  revenue,  including  toll,  of  $1,548.70,  resulting  ' 
in  an  operating  profit,  on  the  basis  of  expenses  as  reported, 
for  the  six  months'  period,  of  $24.83.  Making  an  adequate 
allowance  for  a  reserve  against  depreciation,  as  fixed  by  the 
Connnission's  engineers,  this  will  become  an  aimual  deficit 
of  approximately  $718. 

The  Commission  recognizes  fully  that  the  property  of  the 
petitioner  constitutes  an  assembled  and  established  plant 
in  operation  and  earning  money,  with  a  list  of  subscribers. 
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and  that  it  has  a  value  as  such  wholly  diflferent  from  the 
junk  value,  or  the  actual  value  of  the  physical  portion,  and 
that  such  going  concern  value  is  an  actual  property  right, 
to  be  duly  considered  in  determining  the  value  upon  which 
petitioner  may  properly  expect  a  fair  return. 

After  carefully  considering  the  method  used  in  apprais- 
ing the  plant,  and  taking  into  consideration  every  fact  and 
circumstance  bearing  upon  its  value,  and  making  due  allow- 
ance for  the  necessary  ■working  capital,  the  Commission  is 
of  the  opinion,  and  finds,  that  a  fair  value  of  the  property 
used  and  useful  in  furnishing  telephone  service  in  the  vil- 
lages of  Yates  City  and  Douglas  and  vicinities,  and  the 
business  attached  thereto,  including  every  element  of  value, 
tangible  and  intangible,  as  of  August  1,  1918,  for  rate- 
making  purposes,  is  $16,750. 

Should  the  present  number  of  subscribers'  stations  be 
maintained,  classified  and  distributed  in  accordance  with 
the  proposed  rates,  the  total  animal  operating  revenue, 
including  toll,  will  be  approximately  $4,480.  Including  a 
proper  allowance  to  provide  a  reseive  against  depreciation 
in  the  operating  expense,  these  rates  will  produce  a  return, 
over  all  expenses,  of  approximately  $674  per  annum,  which 
is  2.5  per  cent,  of  the  fair  property  value  as  a  basis  for 
rate-making. 

The  Commission  is  also  of  the  opinion,  and  finds,  after 
careful  consideration,  that  a  sum  equal  to  6.9  per  cent,  of 
the  cost  to  reproduce  new  the  physical  portion  of  the  plant 
should  be  set  aside  annually  to  provide  a  reserve  against 
depreciation. 

//  is,  therefore,  ordared,  That  the  petitioner,  the  Ideal 
Telephone  Exchange,  be,  and  the  same  is  hereby,  authorized 
to  discontinue  the  schedule  of  rates  now  in  effect  in  Yates 
City  and  vicinity,  and  Douglas  and  vicinity,  and  to  substi- 
tute therefor  the  following  schedule: 
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Per  Ytar 

i,  wall  telephone,  individual  line,  stations $24  00 

1,  wall  telephones,  two-party  line,  s'tations 21  00 

Residence,  wall  telephone,  individual  line,  stations 21  00 

Residence,  wall  telephone,  four-party  line,  stations 18  00 

Business  or  residence  extension  vail  telephone,  stations 6  00 

Extension  bells 3  00 

Desk  telephones,  all  classifications,  stations,  extra 3  00 

Rnral,  party  line,  stations 21  00 

AH  business  and  residence  teleplione  rates  subject  to  a  discount  of  25 
cents  per  month  if  paid  on  or  before  the  fifteenth  of  the  month  in  which 
the  service  is  rendered. 

Above  rates  are  based  upon  twenty-four  honra'  continoous  acTvice. 

/(  15  further  ordered,  That  the  petitioner  set  aside  annu- 
ally, as  a  reserve  against  depreciation,  a  suiu  equal  to  6.9 
per  cent,  of  the  cost  to  reproduce  the  physical  portion  of 
the  plant  new. 

/(  is  further  ordered,  That  the  schedule  of  rates  author- 
ized herein  shall  be  fileti,  posted  and  published  by  the  peti- 
tioner in  conformity  with  Section  34  of  an  Act  to  Provide 
for  the  Kegulation  of  Public  Utilities  and  General  Order 
No.  28  (Conference  Ruling  Xo.  23)*  of  the  Public  Utilities 
Commission  of  Illinois;  that  it  shall  be  known  as  I.  P.  U. 
C.  No.  1,  and  shall  become  effective  as  of  November  1, 1918. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
fourteenth  day  of  October,  1918. 


/«  re  Appucatiok  of  Homer  Elec'tric  Light  and  Power 
Company  fob  a  Certificate  of  Cosvesiexce  and  Neces- 
sity TO  C0N.STRVtT  AND  OPERATE  AN  ElECTRIC  TRANS- 
MISSION Line  xeaii  the  Cities  of  Faibmocnt  axd 
Lyons.  Coi-nty  of  Vermilion, 

Case  No.  8518. 

Decided  October  22,  191S. 

IndnotiT*  Inteifertiice  witii  Talepbone  Lin«  in  Um  Oawbroctioii  of  an 

Electric  Transmiuion  Use,  Ordned  KHmiiftr*. 

Applicant  sought  a  certificate  of  convenience  and  necessity  to  construct 

and  operate  a  13,000  volt  transmission  line.     The  Receivers  of  Central 


*  See  Commission  Leaflet  No.  54,  p.  21. 
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UtuoD  Telephone  Company  objected  to  the  conBtmction  of  tiiis  tituaiiua- 
uon  line  along  a  road  on  which  it  has  its  telephone  lines,  and  upon  whose 
poles  are  also  carried  the  circnits  of  Vermilion  Connty  Telephone  Company 
luid  those  of  American  Telephone  and  Telegraph  Company. 

Held:  That  the  certificate  of  convenience  and  necessity  should  be 
aotborized,  bnt  that  the  transmission  line  should  not  be  constmcted  so  as 
to  interfere  by  induction  with  the  circnits  of  the  Central  Union  company, 
and  it  was  soggeeted  that  another  road  be  used,  although  such  route 
woold  be  3  miles  ont  of  the  way,  and  wonld  demsnd.  an  additional  cost 
of  $3,000; 

That  the  construction  of  the  transmission  line  is  likely  to  cause  difficulty 
in  the  efficient  operation  of  telephone  circuits  in  violation  of  the  rules 
prescribed  by  the  Commission  in  its  Oeneral  Order  No.  30.*  Circnits  of 
this  oharacter  are  important  at  any  time,  and  they  are  particolariy 
important  under  present  conditions  when  means  of  rapid  and  ^cient 
eomtnnnicatiou  are  of  vital  import  to  national  interests. 

Opinion  and  Order. 

On  Angust  26, 1918,  the  HoDier  Klectric  Light  and  Power 
Company  by  J.  M,  Gapel,  its  manager,  made  application 
to  the  Commission  setting  forth  that  it  is  duly  incorporated 
under  the  laws  of  the  State  of  Illinois,  that  it  desires  to 
(>ngage  in  the  business  covered  by  this  application  as  is 
fully  covered  by  its  charter,  that  it  de.sires  to  construct 
and  operate  a  13,000  volt  transmission  line  from  the  village 
of  Pairmount  to  the  village  of  I^yons,  to  connect  with  the 
transmission  line  of  the  Danville  Street  Railway  and  Light 
Company,  for  the  purpose  of  securing  electric  current  for 
its  distribution  system  in  the  villages  of  Homer,  Sidney  and 
Fairmount,  and  desires  further  to  transact  a  general  busi- 
ness of  rendering  electric  service  in  the  vicinity  along  the 
route  of  the  proposed  transmission  line.  The  petitioner 
sets  fortii  that  the  nearest  public  utility  other  than  munici- 
pal now  rendering  service  in  proximity  to  the  above 
described  locality  is  operated  by  the  Danville  Street  Rail- 
way and  Light  Company,  and  the  nearest  point  of  such 
service  is  at  Lyons. 

On  September  4,  1918,  C.  H.  Rottger,  general  manager 
for  the  Eeceivei'B  of  the  Central  Union  Telephone  Company, 
addressed  the  Commission,  stating  that  the  issuance  of  the 

Leaflets  No.  61,  p.  177;  No.  M,  p.  897,  and  No.  73, 
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certificate  would  involve  the  Central  Union  Telephone  Com- 
pany in  a  15-inile  parallel,  and  that  the  Central  Union  Tele- 
jAone  Company  is  very  much  interested  in  keeping  its  toll 
circuits  clear  of  inductive  interferences  as  well  as  high 
tension  crossings,  and  asking  for  notification  before  the 
issuance  of  the  certificate. 

Hearings  in  this  cause  were  held  at  the  offices  of  the  Com- 
mission in  Springfield  on  September  5, 1918,  and  September 
27,  1918.  At  these  hearings  T.  E.  Hughes,  president, 
appeared  on  behalf  of  the  Homer  Electric  Light  and 
Power  Company,  the  petitioners  herein.  O.  M.  Burgess, 
F.  R.  Atwood,  and  U.  O.  Saunders  appeared  r^re- 
sentin'g  the  Receivers  of  the  Central  Union  Telephone 
Company,  the  objectors.  At  these  hearings,  testimony 
was  introduced  on  behalf  of  the  petitioner  and  the 
objectors  as  to  the  reasons  for  the  construction  herein 
proposed,  the  results  which  would  be  accomplished  by  it, 
the  characters  of  various  routes  over  which  it  is  contem- 
plated that  the  proposed  line  shall  be  built,  difficulties  whidi 
would  be  encountered  by  the  objectors  if  the  certificate  for 
the  construction  were  issued  over  the  route  as  contemplated 
by  the  petitioners,  and  regarding  other  facts  pertinent  to 
the  issue. 

The  Homer  Electric  Light  and  Power  Company  is 
engaged  in  rendering  electric  utility  service  in  Homer  and 
Sidney,  both  in  Champaign  County,  and,  acting  under 
authority  given  by  a  certificate  of  convenience  and  neces- 
sity issued  by  the  Commission  in  Case  No.  7698,  has  pro- 
ceeded with  the  construction  of  an  electric  transmission  line 
operating  at  13,000  volts,  between  Homer  and  Fairmoimt. 
Under  the  present  proceeding  the  petitioner  desires  to 
e}dend  this  transmission  line  from  Fairmount  to  Lyons, 
there  to  connect  with  the  circuits  of  the  Danville  Street  Rail- 
way and  Light  Company  for  the  purpose  of  receiving  an 
energy  supply  for  its  system,  and  with  the  idea  of  displac- 
ing, at  least  for  regular  operation,  its  steam  generating 
plant  at  present  located  in  Homer.  As  a  reason  for  its  desire 
to  construct  this  line  the  petitioner  states  that  it  would  be  of 
advantage  to  it  to  discontinue  the  operation  of  its  steam 
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generating  station  in  Homer  froui  the  standpoint  of  the 
money  saving  which  will  be  involved,  that  by  means  of  the 
proposed  construction  the  petitioner  will  be  in  a  position 
to  render  24-hour  electric  service  in  the  commnnities  which 
it  supplies,  and  that  the  Utiited  States  Fuel  AdminiBtra- 
tion  by  its  local  representative  has  indicated  its  wish  that 
the  operation  of  the  steani  generating  station  be  discon- 
tinaed  for  reasons  of  fuel  and  general  labor  conservation. 
These  facts  appear  to  indicate  that  public  convenience 
and  necessity  require  the  construction  of  this  line  from 
Fairmount  to  Lyons  and  regarding  these  facts  and  issues, 
the  objectors  raise  no  contention. 

In  constructing  this  line  the  petitioner  proposes  to  fol- 
low a  route  between  Fairmount  and  Lyons  which  is 
described  in  the  testimony  as  the  North  Boad.  This  road 
is  a  well  maintained,  hard  surface  roadway  for  a  large  por- 
tion of  the  distance.    Along  this  road  the  Receivers  of  the 

.  Central  Union  Telephone  Company  are  operating  a  tele- 
phone line,  and  upon  the  same  poles  are  carrying  the  cir- 
cuits of  the  Vermilion  County  Telegraph  Company  and  the 
American  Telephone  and  Telegraph  Company.  Telephone 
circuits  along  this  route  are  used  partially  for  local  and 
farmer  service  and  partially  for  long  distance  service. 
Testimony  indicates  tliat  some  of  these  circuits  form  a 
connecting  link  for  the  circuits  used  in  long  distance  traffic 
between  Champaign,  Raiitoul  and  other  connecting  points, 
to  Chicago  and  east  to  the  Atlantic  coast.  Circuits  of  this 
character,  while  important  at  .any  time,  are  particularly 
important  under  the  present  conditions  when  means  of 
rapid  and  efficient  communication  are  of  vital  import  to 
national  interests.  The  proposed  transmission  line  can 
be  constructed  upon  the  opposite  side  of  the  highway  at  a 
minimum  horizontal  clearance  of  45  feet.  The  testimony 
of   the    objectors   indicates    that   the   clearance    available 

■  along  this  route  will  not  be  sufficient  to  insure  the  protec- 
tion of  the  telephone  circuits  from  inductive  disturbances 
f^used  by  the  electric  transmission  Mnes.  The  voltage  of 
the  transmission  line  at  present  proposed  is  13,000  volts 
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and  it  will  be  operated  single-phase,  although  it  is  contem- 
plated that  the  line  may  later  be  made  three-phase.  The 
distance  ■  over  which  this  condition  of  parallel  will  exist 
between  Fairmount  and  Lyons  is  7  miles.  The  transmis- 
sion line  between  Homer  and  Pairmount,  which  is  already 
in  the  process  of  construction  in  accordance  with  the 
authority  of  the  Commission,  will  also  parallel  these  same 
telephone  circuits  for  an  additional  distance  of  7  miles, 
making  a  total  distance  of  parallel,  should  the  construction 
be  carried  out  as  contemplated,  of  14  or  15  miles.  The 
objectors  state  that  in  their  opinion  the  parallel  between 
Homer  and  Fairmount  already  in  the  process  of  construc- 
tion catv  be  satisfactorily  cared  for  so  far  as  interference 
to  the  telephone  circuits  are  concerned,  but  that  the  addi- 
tional parallel  is  very  likely  to  cause  interference  to  an 
extent  which  will  make  the  telephone  circuits  uncommercial, 
at  least  until  extensive  rearrangements  and  transpositions 
have  been  made. 

It  is  suggested  by  the  objectors  that  a  route  designated 
as  the  South  Road  may  be  used  between  Fairmount  and 
Lyons,  which  will  remove  the  transmission  line  sufficiently 
from  the  objectors'  circuits  to  relieve  the  probability  of 
difficulty.  Testimony  indicates  that  the  character  of  this 
road  is  not  as  good  as  the  North  Road,  that  the  length  of 
the  route  for  the  transmission  line  will  be  approximately 
3  miles  longer,  and  that  certain  telephone  circuits  upon  the 
South  Road  might  be  interfered  with  for  a  distance  of 
parallel  which  would  exist  of  about  ly^  miles.  Testimony 
indicates  that  these  circuits  are  probably  owned  by  the 
Vermilion  County  Teleplione  Company  and  that  they  carry 
principally  only  local  and  farmer  circuits.  The  petitioner 
objects  to  routing  its  circuits  along  the  south  road  on 
account  of  the  greater  distance  involved,  the  fact  that  it 
would  necessitate  the  construction  of  the  line  through  Fair- 
mount  where  turns  and  trees  would  he  encountered,  and  on 
account  of  an  alleged  difficulty  in  patrolling  the  line  due  to 
the  poor  character  of  the  roads.  The  additional  cost  which 
would  be  involved  appears  to  be  in  the  neighborhood  of 
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$3,000  at  the  present  time,  and  this  cost  might  be  later 
increased  by  isome  $1,000  if  it  should  be  later  desired  to 
make  this  transmission  line  three-phase  instead  of 
single-phase. 

The  Commission  has  expressed  its  opinion  in  matters  of 
this  nature  in  other  cases,  and  also  in  its  General  Order  No. 
30  Establishing  Rules  for  Overhead  Electrical  Construc- 
tion' issued  October  12,  1916,  and  amended  February  12, 
1917.  In  this  General  Order  No.  30,  Section  7,  there  are  set 
forth  general  recommendations  for  the  construction  and 
operation  of  supi^y  systems  and  signal  systems  whose  lines 
are  involved  in  parallels.  Paragraph  705  of  these  rules  sets 
forth  certain  limits  of  length,  separation,  and  other  charac- 
teristics of  a  parallel  between  signal  and  supply  circuits, 
within  which  serious  inductive  interference  is  likely  to 
result.  The  constructiou  of  tJie  transmission  line  in  ques- 
tion clearly  comes  within  these  limits  as  being  likely  to 
cause  difficulty  to  the  efficient  operation  of  the  telephone 
circuits.  Paragraphs  205  and  206  to  which  frequent  refer- 
ence is  made  in  the  testimony  are  as  follows: 

"  205.  Location  of  Paralleling  Circuits. 

When  new  lines  are  projected  which  will  parallel  existii^  lines  of  other 
Dtilities  on  the  same  street,  highway,  or  alley,  the  new  oonstmction  Bhall, 
unless  joint  constniction  is  ased,  be  located,  where  praoticabte,  on  the 
a|^>oute  side  of  the  street,  or  other  way,  from  that  occupied  by  the 
;  lines;  or  be  routed  elsewhere  if  a  second  route  is  available. 


206.  Avoidance  of  Parallels  and  Interference  Beticeen  Signal  Lines  and 
Supply  Lines. 

a.  Supply  circuits  are  liable  to  interfere  mechanically  or  electrically 
mth  the  operation  of  signal  circuits  in  cases  where  the  two  claaaes  of 
eirenits  run  parallel  for  any  considerable  distance,  or  in  other  eases 
wbere  they  come  into  close  proximity  to  each  other,  unless  due  con- 
sidflntion  and  care  be  given  to  the  location  and  methods  of  constructing 
and  operating  both  the  supply  and  signal  circuits. 

b.  Every  reasonable  effort  shall  be  made  to  avoid  new  parallels.  Any 
atility  proposing  to  construct  a  new  signal  or  supply  line  which  will 
create  a  parallel,  or  generally  to  reeonetmet  an  existing  line  involved  in 


•  See  CommisBOn  Leaflete  No.  61,  p.  177;  No.  64,  p.  897,  imd  No.  73, 
p.  32. 
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a  parallel  (except  in  case  of  emeigency)  shall  give  ten  days*  notice 
(or  thirty  days'  notice  whenever  practicable)  of  its  intentioDs  to  carry  on 
such  work,  to  the  utilities  affected,  including  detailed  information  as  to 
the  location  and  character  of  the  work  proposed.  If  a  plan  can  be 
devised  and  agreed  upon  by  the  utilities  for  maintaining  a  separation 
between  the  supply  linea  and  the  aignat  lines  which  will  be  adequate  to 
avoid  interference,  this  shall  be  done.  It  is  understAod  that  Class  B 
supply  lines  will  not  uiually  cause  troublesome  interference  to  metallic 
telephone  circuits  provided  both  lines  are  well  constructed.  However,  the 
possibility  of  such  interference  should  not  be  overlooked. 

c.  In  case  it  is  impracticable  to  secure  adequate  separation  between 
the  snpply  lines  and  signal  lines,  the  parties  in  interest  shall  endeavor  to 
agree  upon  a  method  of  construction  and  operation  to  be  followed  whiofa 
will  reduce  all  disturbance  to  a  minimum.  The  provisions  of  Section  VII 
of  these  rules  are  recommended  for  consideration  in  this  connection. 
In  cases  where  the  parties  are  unable  to  reach  an  agreement  the  matter 
shall  be  referred  to  this  Commission  for  adjustment. 

d.  In  any  case  where,  because  of  unusual  conditions,  it  is  impracticable 
to  prevent  intetrference  between  snpply  circuits  and  signal  circuits  by 
reasonable  precautions,  or  by  alterations  in  the  methods  of  construction 
and  operation  of  both  the  snpply  and  signal  lines,  a  wider  separation 
between  the  supply  lines  and^Bignal  lines  shaU  be  efEected." 

In  dealing  with  cases  of  possible  or  actual  interference 
between  supply  lines  and  signal  lines,  each  individual  case 
must  be  handled  separately,  for  the  reason  that  conditions 
differ  so  widely,  and  it  was  for  this  reason  that  the  rules 
of  the  Commission,  as  above  set  forth,  laid  down  certain 
fundamental  principles  rather  than  entered  into  detailed 
specifications  for  line  construction  of  this  character  in 
which  these  difficulties  were  involved.  It  might  be  said 
that  all  cases  of  inductive  interference  might  be  avoided 
through  the  selection  of  other  routes  for  the  second  line 
whose  construction  would  bring  .about  the  interference, 
since  it  is  obviously  possible  in  any  case  which  might  be 
conceived,  to  locatethe  route  sufficiently  removed  from  the 
initial  line  to  obviate  the  difficulty.  Apparently  such  a  hold- 
ing of  general  character  would  be  imjust  and  unreasonable 
since  it  would  oftentimes  cause  extreme  lengths  of  line  and 
unwarranted  expense.  The  additional  construction  involved 
in  this  case,  should  it  follow  the  route  known  as  the  South 
Road,  would  cause  some  inconvenience  on  the  part  of  the 
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transmission  company  and  added  expense  to  the  amount  of 
$3,000  or  $4,000  and  possibly  some  operating  losses  due  to 
the  additional  length  of  line  involved.  The  results  which 
would  be  gained  would  be  the  entire  elimination  of  the 
probability  of  telephone  interference  with  telephone  cir- 
cuits of  considerable  importance  which  are  engaged  in 
rendering  service  to  citizens  through  this  community. 
Broadly  speaking,  these  same  citizens  through  additional 
rates  paid  for  electric  service,  would  necessarily  be  called 
upon  to  pay  the  increased  operating  expense  and  fixed 
charges  involved  in  this  construction.  The  problem  is, 
therefore,  one  of  selection  as  to  the  construction  which 
will  best  serve  the  public. 

The  Commission  having  considered  the  petition  herein, 
all  testimony  adduced,  and  the  representations  and  argu- 
ments, made,  finds  that  public  convenience  and  necessity 
require  the  construction  of  a  transmission  line  extending 
from  Feimiount  to  Lyons  as  herein  proposed  but  that  the 
said  transmission  line  should  not  be  constructed  along  the 
route  designated  herein  as  the  North  Boad,  which  toute  is 
that  at  present  occupied  by  toll  circuits  of  the  Central 
Union  Telephone  Company,  the  American  Telephone  and 
Telegraph  Company  and  the  Vermilion  County  Telephone 
Company  jointly,  but  should  be  constructed  along  some 
other  route  which  will  not  cause  interference  with  these 
said  circuits. 

It  is,  therefore,  ordered,  That  a  certificate  of  convenience 
and  necessity  be,  and  the  same  is  hereby,  granted  to  the 
Hom«r  Electric  Light  and  Power  Company  covering  the 
construction  and  operation  «f  an  electric  transmission  line 
extending  from  Fairmount  to  Lyons  and  connecting  with 
the  village  of  Catlin,  but  that  the  said  certificate  of  con- 
venience and  necessity  shall  not  permit  the  construction  of 
the  said  line  along  the  highway  at  present  occupied  by  the 
circuits  of  the  Central  Union  Telephone  Company,  the 
American  Telephone  and  Telegraph  Company  and  the  Ver- 
milion County  Telephone  Company  jointly;  provided  that 
the  Homer  Electric  Light  and  Power  Company  shall  notify  ,. . 


DigilizcdbyGOOglc 


100  Illinois  Public  TTtilities  Commission. 

the  Commission  within  thirty  days  whether  or  not  it  will 
accept  the  provisions  of  this  order.  The  securing  of  all 
necessary  local  authority  from  county  and  municipal 
authorities  is  made  a  condition  precedent  to  the  extxcise  of 
the  privileges  granted  by  this  certificate. 

The  certificate  is  issued  in  pursuance  to  Section  55  of 
an  Act  to  Provide  for  the  B^gulation  of  Public  Utilities, 
approved  June  30,  1913,  and  in  effect  Jannary  1,  1914,  as 
amended,  and  shall  be  issued  by  the  secretary  of  the  Com- 
mission and  authenticated  by  its  seal,  but  not  until  the 
acceptance  of  the  Homer  Electric  Light  and  Power  Com- 
pany, as  above  set  forth,  has  been  received. 

By  order  of  the  Commission,  at  Springfield,  Illinois, 
this  twenty-second  day  of  October,  1918. 
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te    iNVESTIQATiON    RliQARMNQ    RbVEESAL    OF    TELEPHONE 

Messages  aud  Commissions  on  Bbvbbsed  Messages. 


Decided  May  22,  1918. 

RflTOul  of  Toll  Ohugeg  Ordered — EsUblished  aommisBioa  to  Orism- 

itinf  OanpBiiles  for  "  Sent  Paid  "  Uesaages  Ordered  Paid  to  Oom- 

puj    Orlfiiutiiic    Sevened    Oall — Orlglxuting    Oompaniee 

Ordered  to  Make  Honthly  B«p«rte  to  Tenninatiiig  Oon- 

paniea,  Showing  "  Sent  Paid"  and  "  Sent 

Oollect  "  Meeaages. 

Opihion  and  Order. 

Nnmerous  complaints  regarding  the  reversal  of  toll 
charges  having  been  received  by  the  Commission,  an  inves- 
tigation of  the  matter  was  deemed  prudent  and  necessary. 
A  general  notice  was  given  to  numerous  telephone  interests 
throughout  the  State,  including  the  Central  Union  Tele- 
phone Company,  representing  generally  the  Central  Union 
interests  throughout  the  State ;  the  Indianapolis  Telephone 
Company;  the  Independent  Telephone  Association,  repre- 
senting generally  the  independent  telephone  companies  of 
the  State,  and  numerous  other  telephone  companies,  to  the 
effect  that  an  investigation  and  public  hearing  would  be  held 
on  March  18,  1918,  at  the  offices  of  the  Commission,  Indi- 
anapolis, Indiana,  regarding  the  reversal  of  telephone  mes- 
sages, and  the  division  of  toll  charges  on  reversed  long 
distance  calls. 

Pursuant  to  and  in  accordance  with  such  notices,  this 
investigation  and  hearing  was  begun  with  a  large  number 
of  telephone  companies  represented,  including  all  of  the 
interests  above  mentioned. 

101 
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It  was  ananimously  agreed,  after  a  full  discussion  of  the 
question,  that  a  committee  representing  the  telephone 
interests  of  the  State,  together  with  a  representative  of  the 
Public  Service  Commisaion  of  Indiana,  should  be  appointed  ' 
by  the  Public  Service  Commission  to  study  the  matter  under 
consideration. 

The  following  is  a  copy  of  the  minutes  of  the  first  meeting 
of  said  committee: 

'"  Minutes  of  a  Committee  Meeting. 

Members  of  the  eonmiittee  present: 

Max  Hosea,  Indianapolis,  secretary-treasurer,  Indiana 
Independent  Telephone  Association,  and  traffic  manager 
of  the  Indianapolis  Telephone  Company;  F.  V.  Newman, 
Indianapolis,  assistant  to  president,  Indianapolis  Tele- 
phone Company ;  D.  H.  Whithavi,  Indianapolis,  commercial 
agent  for  Central  Union  Telephone  Company ;  J.  Upnckard, 
Chicago,  general  auditor,  Central  Union  Telephone  Com- 
pany; D.  F.  Hall,  Chicago,  attorney,  American  Telephone 
and  Telegraph  Company ;  T.  E.  Hnnway,  Monticelio,  secre- 
tary-treasurer, Monticello  Telephone  Company;  S.  M.  Ison, 
Mitchell,  president,  Mitchell  Telephone  Company  and 
Southern  Indiana  Independent  Telephone  Owners  Associa- 
tion ;  Chas.  M.  Marts,  Arcadia,  secretary' -treasurer,  Arcadia 
Telephone  Company;  0.  C.  Herdtick,  Indianapolis,  chief 
accountant.  Public  Service  Commission  of  Indiana. 

The  object  of  the  committee  is  to  arrange  a  division  of 
the  "  Bevefse-the-Charges  "  telephone  tolls  between  orig- 
inating and  receiving  lines. 

The  committee  met  at  4  p.  m,,  room  1221A,  State  House, 
on  March  18,  1918,  with  the  following  members  present; 
Hosea,  Newman,  Whifham,  Hall,  Hanway,  Ison,  Martz, 
Herdrich. 

The  committee  proceeded  to  organize.  Mr.  Thad  E.  Han- 
way was  chosen  as  chairman  of  the  committee,  and  Mr. 
().  C,  Herdrich  was  chosen  as  secretary  of  the  committee. 

The  object  of  the  meeting  was  discussed  by  various  mem- 
bers of  the  committee,  and  it  was  then  proposed  that  a  date 
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be  set  for  a  future  meeting,  at  which  time  a  plan  for  charg- 
ing for  toll  business,  taking  into  consideration  that 
"  Beverse-the-Charges  "  still  be  permitted,  be  submitted 
by  the  Central  Union  Telephone  Company  and  the  Indian- 
apolis Telephone  Company. 

This  proposal  was  accepted  by  the  members  of  the  com- 
mittee, and  April  11,  1918,  at  10  a.  m.,  room  I221/2,  State 
House,  Indianapolis,  was  agreed  npon  as  the  time  and  place 
for  the  next  meeting. 

Meeting  adjourned. 

Thad.  E.  Hanway,  chainnan. 

O.  C.  Herdrich,  secretary." 

Pursuant  to  the  arrangement  made  at  the  first  meeting, 
the  committee  met  on  April  11,  1918,  at  the  offices  of  the 
Conomission. 

The  following  ia  a  copy  of  the  minutes  of  the  second  and 
final  meeting  of  the  committee. 

"  Minutes  of  the  Second  Committee  Meeting, 
Minutes  of  a  meeting  of  a  committee  of  telephone  men 
and  a  representative  of  the  Public  Service  Commission  of 
Indiana,  held  on  April  11,  1918,  at  10  a.  m.,  room  1221^, 
State  House,  pursuant  to  adjournment  of  a  meeting  held 
March  18,  1&18. 

Members  of  the  committee  present : 

Max  Hosea,  Indianapolis,  secretary-treasurer,  Indiana 
Independent  Telephone  Association,  and  traffic  manager, 
Indianapolis  Telephone  Company;  F.  V.  Newmmt,  Indian- 
apolis, assistant  to  president,  Indianapolis  Telephone  Com- 
pan;  D.  H.  Wkitham,  Indianapolis,  commercial  agent  for 
Eeceivers,  Central  Union  Telephone  Company;  Wm. 
Donaldson,  Chicago,  auditor  of  receipts,  representing  John 
Upriehard,  Chicago,  general  auditor,  Beeeivers,  Central 
Union  Telephone  Company;  David  F.  Hall,  Chicago, 
attorney,  American  Telephone  and  Telegraph  Company; 
Thad.  JE.  Hanway,  Monticello,  secretary-treasurer,  Monti- 
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[lad. 
cello  Telephone  Company ;  StcpheM  M.Ison,  Mitchell,  presi- 
dent, Mitchell  Telephone  Company,  and  the  Southern 
Indiana  Independent  Telephone  Owners  Asaociation ;  Chas. 
M.  Martz,  Arcadia,  secretary-treaaurer,  Arcadia  Telephone 
Company;  0.  C.  Herdrich,  Indianapolis,  chief  accountant, 
Public  Service  Commission  of  Indiana. 

The  minutes  of  the  previous  meeting  were  read  and 
approved.  The  representatives  of  the  Receivers,  Central 
Union  Telephone  Company,  and  of  the  Indianapolis  Tele- 
phone Company,  submitted  proposals  for  a  change  in  pay- 
ing commission  on  toll  messages;  the  proposals  &s  sub- 
mitted are  attached  hereto,  and  made  a  part  hereof. 

The  eonmiittee,  after  discussing  the  problems  very 
thoroughly,  unanimously  approved  the  plans  as  proposed 
by  the  two  companies  mentioned  above,  and  which  were 
concurred  in  by  the  committee  appointed  by  the  Inde- 
pendent telephone  companies  at  the  meeting  held  before 
the  Commission  on  March  18,  1918.  It  was  agreed  that  the 
time  for  the  commencement  of  a  new  plan  of  paying  com- 
mission shall  be  June  1,  3018;  the  first  report  made  in 
July  for  June  business. 

It  was  then  ordered  by  the  committee  that  a  copy  of  these 
minutes  he  filed  with  the  Public  Service  Commission  of 
Indiana  for  such  action  as  they  desire  to  take  in  the 
premises. 

The  committee  respectfully  suggests  that  the  Public  Serv- 
ice Commission  of  Indiana  approve  the  findings  of  this 
committee  without  issuing  a  mandatory  order. 

(Signed)         Thad.  E.  Hanway,  chairman. 

0.  C.  Hehdbich,  secretary. 

Indianapolis,  Indiana,  April  11, 1918." 

The  Commission  having  considered  the  proceedings  and 
conclusions  of  said  committee,  hereby  approve  the  same, 
except  as  herein  otherwise  provided. 

The  Commission  finds  that  it  is  to  the  interest  and  con- 
venience of  the  public  that  the  charges  for  long  distance 
cails  on  toll  business  originating  and  terminating  within 
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the  State  of  Indiana,  should  be  permitted  to  be  reversed; 
that  such  reversal  is  a  public  necessity. 

The  Commission  further  finds,  that  the  originating  com- 
panies of  reversed  calls  should  be  reasonably  compensated 
for  the  service  in  such  cases  performed  and  rendered  by 
them  and  their  instrumentalities. 

The  Commission  further  finds,  that  the  present  and  estab- 
lished commissons  paid  to  originating  companies  for  "  sent 
paid  "  messages,  is  such  a  reasonable  compensation,  and 
that  such  a  division  of  toll  charges,  and  such  commission, 
should  be  made  and  paid  upon  business  when,  and  as  col- 
lected by  the  tenniuating  office,  and  reported  to  it  by  the 
originating  office. 

The  Commission  further  finds,  that  originating  com- 
panies should  make  monthly  reports  to  the  terminating 
companies,  separating  the  "  sent  paid  "  and  "  sent  col- 
lect ' '  toll  business,  and  from  such  reports  properly  checked, 
the  terminating  company  should  make  settlement  with  orig- 
inating or  connecting  companies. 

It  wr,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana,  That  except  as  herein  otherwise  provided, 
the  proceedings  and  conclusions  of  the  committee  appointed 
herein  be,  and  the  same  are  hereby,  approved. 

/(  is  further  ordered.  That  telephone  companies  operat- 
ing within  the  State  of  Indiana  shall  permit  the  charges 
for  long  distance  calls  originating  and  terminating  within 
the  State  of  Indiana  to  be  reversed. 

It  is  further  ordered,  That  originating  companies  of 
reversed  calls  be  reasonably  compensated  for  the  service 
in  such  cases  performed  and  rendered  by  them  and  their 
instrumentalities. 

It  is  further  ordered.  That  the  established  commission 
now  paid  to  originating  companies  for  "  sent  paid  "  mes- 
sages be,  and  it  is  hereby,  declared  to  be  such  a  reasonable 
compensation. 

It  is  further  ordered,  That  such  a  division  and  payment 
of  toll  charges  shall  be  made  and  paid  to  the  originating 
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company  in  all  cases  of  reversed  calls  or  "  sent  collect  " 
toll  charges;  such  commission  to  be  paid  upon  business 
when,  and  as  collected  by  the  terminating  office  and  reported 
to  it  by  the  originating  office. 

/*  is  further  ordered,  That  the  originating  companies 
shall  make  monthly  reports  to  the  terminating  companies, 
separating  the  "  sent  paid  "  and  '*  sent  collect  "  toU  busi- 
ness, and  from  such  reports,  properly  checked  and  duly 
verified,  the  terminating  company  shall  make  settlement 
with  the  originating  or  connecting  compwiles. 

This  order  shall  become  effective  July  1, 1918. 

Before  the  passage  and  entry  of  this  order,  the  Receivers 
of  the  Central  Union  Telephone  Company  appeared,  and 
entered  formal  and  written  objection  to  the  entry  of  a  man- 
datory order  herein,  upon  the  grounds  that  the  Commission 
has  no  jurisdiction  of  the  subject  matter  of  the  inquiry. 
Such  Receivers  make  the  following  written  reservation : 

"  They  expressly  reserve  the  right  to  question  the  jurisdiction  of  the 
Commission  in  any  proceedings  which  may  arise  under  such  order  ns 
entered,  and  in  any  other  proceedings  involving  tlie  subject  matter  em- 
braced herein,  or  any  feature  thereof,  or  in  any  way  related  thereto." 

May  22,  1918. 


7«  re  APPI.ICATION  of  Ohio  River  Telephone  Companv  port 
Authority  to  Increase  Rates. 

No.  3739. 

Decided  July  24,  1918, 

Increase  is  BatM  AnthorlMd  —  6  Per  Cent.  Fixed  for  Eeeerre  for 

Depredatdon  — 6  Per  Oent  Fixed  as  lUta  of  Betam  —  Allowance 

Made  for  Ooing  Value  —  Allowance  Made  for  WorkinK  Capital 

—  Bedoced  Combinatioii  Bate  for  BubIubbs  and 

Besidence  Service  Disapproved. 

Opinion  and  Order. 
Petitioner  owns  and  operates  a  telephone  system  in  the 
Ohio  River  counties  of  Ohio,  Switzerland,  Jefferson  and 
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Dearborn  with  exchanges  in  the  cities  of  Rising  Sun  "and 
Vevay,  and  the  towns  of  Florence  and  Patriot  The  prin- 
cipal place  of  business  is  Rising  Snn.  The  lines  of  petitioner 
radiate  over  a  territory  extending  along  the  Ohio  River  for 
a  distance  of  approximately  50  miles,  extending  back  from 
the  river  from  10  to  15  miles.  There  are  approximately 
-  1,150  telephones  in  operation,  1,030  of  which  are  residence 
telephones,  and  are  largely  on  rural  lines.  Tlie  entire  prop- 
erty has  been  operated  as  one  system  and  the  accounts  have 
been  so  kept. 

Petitioner  asks  that  the  residence  rate  be  increased  from 
$1.00  to  $1.25  per  month.  The  existing  schedule  provides 
a  uniform  rate  of  $1.00  per  month  for  all  telephones,  except 
the  independent  business  rate,  which  is  $1.75,  and  except  a 
special  combination  rate  given  the  subscriliers  having  an 
independent  business  telephone  and  an  independent  resi- 
dence telephone.  The  combination  rate  is  $2.50  for  both 
telephones,  and  the  majority  of  business  telephones  are  on 
the  combination  rate. 

After  due  notice  to  the  several  cities  and  towns  and  the 
newspapers  thereof,  the  case  was  heard  at  Rising  Sun  on 
the  twenty-third  day  of  May,  1918. 

A  tentative  appraisal  of  petitioner's  property  was  made 
by  the  engineer  of  the  Commission,  and  the  present  phys- 
ical value  of  petitioner's  property  was  found  to  be  $72,894. 
The  evidence  disclosed  that  there  should  be  added  the  sums 
of  $1,000  and  $4,500  respectively,  for  working  capital  and 
going  value,  making  the  total  value  of  petitioner's  property, 
$78,394.  The  summarized  income  aeeoimt  of  petitioner  for 
the  year  1917  is  as  follows : 

Qross  revenne $18,274 

Oper&ting  expeoaes  (not  including  depredation) 11,579 

BALANCX $6,695 

The  evidence  discloses  that  there  have  been  wage 
increases  since  January  1,  1918,  of  approximately  $900 
which  deducted,  leaves  $5,795.  Allowing  annually  for  depre- 
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oiation  5  per  cent,  of  the  physical  value  of  petitioner's  prop*- 
erty,  less  lands,  materials  and  supplies,  or  $3,262  leaves 
$2,533  applicable  for  return  on  investment,  or  approxi- 
mately 3  per  cent,  on  the  value  of  petitioner's  property. 

An  increase  in  the  rat-e  for  residence  telephones,  except 
party  residence  telephones  in  town,  of  25  cents  per  month 
(including  residences  now  included  in  the  combination 
rate)  would  increase  petitioner's  annual  revenues  approxi- 
mately $2,400,  which  added  to  the  $2,533  now  applicable, 
would  give  petitioner  a  total  approximate  annual  return 
of  $4,933,  or  approximately  6  per  cent,  on  the  value  of  the 
property. 

The  Commission  finds,  therefore,  that  the  existing  rates 
of  petitioner  are  inadequate  and  insuiRcient  and  should 
be  increased. 

The  Commission  further  finds  that  petitioner  should  set 
aside  annually  for  depreciation  5  per  cent,  of  the  physical 
valae  of  its  property,  less  lands,  materials  and  supplies. 

/(  is,  therefore,  ordered  hy  the  Public  Service  Commis- 
sion of  Indiana,  That  the  following  schedule  of  rates  and 
charges  shall  be  observed,  charged  and  collected  in  lieu  of 
those  now  in  force : 

Per  Month 
ExcHANQES:    Rising  Sun,  Vevay,  Patriot,  Florence.  Per 'Phone 

Individunl  bnaioess  telephone $1  75 

Two-party  business  telephone 1  26 

Two-party  residence  and  bosiaess  telephtme 1  25 

Independent  residence  telephone  in  town 1  ^ 

Two-party  residence  telephone  in  town 1  00 

Rural  party  telephones  (not  exceeding  10  to  the  line) 1  25 

Extension  telephones M 

Extension  bells 10 

No  combination  rate  shall  be  imposed  or  collected  which 
shall  be  greater  or  less  than  the  sums  of  such  rates  as  above 
given. 

The  above  rates  shall  become  effective  on  the  first  day  of 
August,  1918. 
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/( is  further  ordered,  That  petitioner  shall  in  the  future 
keep  separate  records  of  its  various  exchanges. 

/(  is  further  ordered,  That  petitioner  shall  set  aside 
annually  for  depreciation  5  per  cent,  of  the  value  of  its 
physical  property,  less  lands,  materials  and  supplies. 

It  is  further  ordered,  That  petitioner  shall  pay  into  a 
depreciation  fund  the  moneys  provided  for  depreciation, 
which  fund  shall  be  held  separate,  and  handled  with  proper 
accounting;  that  there  shall  be  paid  out  of  this  fund  all 
costs  of  meeting  depreciation.  Moneys  accxmiulated  in  said 
fund  should  be  invested,  and  if  invested,  shall  be  invested 
in  government  and  other  high  grade  listed  securities,  which 
shall  return  to  said  fund  not  less  than  4  per  cent,  interest 
per  annum ;  or  petitioner  may  borrow  from  this  fund,  for  a 
period  of  not  to  exceed  one  year,  funds  to  cover  not  more 
than  75  per  cent,  of  the  cost  of  new  construction,  extensions 
or  additions  to  the  property,  items  properly  chargeable  to 
capital  account,  but  in  such  event,  petitioner  shall  place  in 
said  fund  its  own  note  or  bonds  bearing  interest  at  the  rate 
of  not  less  tiian  4  per  cent,  per  annum.  Such  moneys  so 
borrowed  by  petitioner  shall  be  repaid  in  full  within  one 
year. 

In  handling  such  fund,  petitioner  will  be  held  strictly 
responsible  for  its  safe  investment,  proper  administration 
and  accounting.  Said  accounting  shall  be  double  entry  with 
the  asset  account  designated  as  "  Depreciation  Fund  "  and 
the  liability  account  shall  be  designated  as  "  Depreciation 
Beserve  Account. ' ' 

July  24, 1918. 
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In  re  Application  op  FjIrmebs  Mutual.  Telephone  Com- 
pany OF  Columbia  City,  for  Authority  to  Issue 
Capital  Stock. 

No.  4059. 

Decided  September  27,  1918. 

luna  of  Additionftl  Sto^  tta  the  Porpoie  of  Bstiriug  BondlB  and  B^™- 
bonlng  Treasnir  for  ExpenditnreB  H»de,  Antlmised. 

Opinion  and  Ordrb. 

The  petitioner  seeks  authority  to  increase  its  capital 
stock  from  $100,000  to  $125,000,  and  for  authority  to  issue 
and  sell  $100,750,  par  value,  of  its  common  stock. 

Due  notice  of  the  filing  and  assignment  of  this  case  for 
hearing  was  given,  and  pursuant,  to  such  notice,  the  ease 
was  heard  at  the  rooms  of  the  Public  Service  Commission 
on  Septen>ber  27, 1918. 

Petitioner  is  capitalized  at  $100,000  of  common  stock. 
Of  this  amount,  $24,250  is  outstanding.  It  also  has  out- 
standing $8,800  of  6  per  cent,  first  mortgage  bonds. 

A  complete  inventory  and  appraisal  of  the  property  of 
petitioner  was  made  and  submittf;d  to  the  Commission  by 
J.  K.  Johnston,  telephone  engineer. 

This  appraisal  shows  that  the  present  value  of  peti- 
tioner's physical  property  is  $115,149.  The  Commission  is 
of  the  opinion  that  this  smn  represents  the  approximate 
value  of  the  physical  property  of  petitioner. 

With  reasonable  allowances  for  working  capital  and 
going  value,  the  petitioner's  property  would  be  of  the  esti- 
mated value  of  $120,000. 

There  is  now  outstanding  against  this  property : 

ConuDon  stock  $24,250 

Bonds ." 8,800 

TOTAL  OP  anCURITIES  OlTSTANDINCi $33,05(1 

It  would  appear,  therefore,  that  petitioner  has  property 
values  of  approximately  $86,950  which  is  not  represented 
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by  any  outstanding  securities.  Petitioner  is  entitled  to 
have  additional  securities  authorized  equal  in  par  value  to 
this  sum. 

It  is  represented  by  petitioner  that  the  company  desires 
to  retire  the  $8,800  of  bonds  now  outstanding,  by  exchang- 
ing an  equal  sum  of  common  stock  at  paf  value  therefor. 

The  Commission  being  fully  advised,  finds  that  the  peti- 
tioner should  be  authorized  to  increase  its  common  capital 
stock  from  $100,000  to  $120,000,  and  that  authority  should 
be  granted  to  petitioner  to  issue  at  not  less  than  par  $95,750 
of  said  stock. 

/*  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana,  That  Fanners  Mutual  Telephone  Company 
of  Columbia  City  be,  and  it  is  hereby,  authorized  to  increase 
its  common  capital  stock  from  $100,000  to  $120,000,  and  that 
it  be  authorized  to  issue  $95,750,  par  value,  thereof. 

/(  w  further  ordered  btf  the  Commission,  That  of  said 
$95,750  of  common  stock  herein  authorized,  petitioner  shall 
issue  $8,800  for  the  sole  and  single  purpose  of  retiring  an 
equal  amount  face  value  of  bonds  outstanding,  and  author- 
ity is  hereby  given  to  exchange  said  $8,800  of  common 
stock  for  the  $8,800  of  outstanding  6  per  cent,  first  mort- 
gage bonds;  that  $86,950  of  said  stock  shall  be  sold  and 
the  proceeds  thereof  used  to  reimburse  the  treasury  of  the 
company  for  expenditures  made. 

It  is  further  ordered,  That  the  petitioner  shall  at  the 
time  of  the  issuance  of  said  $8,800,  par  value,  of  common 
stock  make  written  report  to  the  Commission  as  to  the 
disposition  thereof,  and  shall  at  the  same  time  certify  to 
this  Commission  that  the  $8,800  of  bonds  havfe  been 
retired. 

It  is  further  ordered,  That  before  the  issuance  of  any 
of  the  securities  herein  authorized,  the  petitioner  shall 
pay  to  the  Treasurer  of  the  State  of  Indiana  the  sum  of 
$144.63,  the  statutory  fee  in  such  cases  provided. 

September  27,  1918. 


DigilizcdbyGOOglc 


112  Indiana  Public  Sbbvigb  Commission. 

[Ind. 

In  re  Application  of  The  Eastern  Indiana  Telephone  Com- 
pany et  ed.,  TO  Tranbfeb  and  Sell  Pkopbbty,  and  Appli- 
cation OF  The  Eastern  Indiana  Telephone  Com- 
pany, FOR  Authority  to  Purchase,  and  Issue  and  Seli. 
ITS  Common  Stock  for  the  Purpose  of  Purchasing 
Said  Properties. 

No.  3999. 

Decided  October  4, 1916. 

Ootuolidation  of  Exchaiices  ATitliorlzfld  —  Stockholders  of  Old  Oom- 

paoies  Authorized  to  Exchange  Their  Stock  for  That  of  New  Oom- 

PKur  —  Valnatioii    Made  —  Allowance    for    WoiUng    Capital 

Had«  —  Ko  AUowance  for  Ooing  Value  —  Stock  Bepresent- 

inc  DiiTersace  Between  Total  Stock  Anthoiised  and 

Sale  Price,  Ordered  Sold  to  Secare  Workinc  OapitaL 

Opinion  and  Obdek, 
The  petition  herein  is  as  follows: 

"  Comes  now  Tlie  Eastern  Indiana  Telephone  Company,  Red  Key  Tele- 
phone Company,  Ridgeville  Telephone  CoinpHny,  Farmland  Telephone 
Company  and  the  Lynn  Local  Telephone  Company,  by  Macjf,  Kichols  and 
BaUs,  their  attorneys,  and  represent  to  your  Honorable  Body  that  they 
are  each  and  all  telephone  corporations  organizing  and  existing  and  doing' 
business  nnder  the  laws  of  the  State  of  Indiana,  and  nnder  the  laws  of 
said  State,  and  styled  "  The  Eastern  Indiana  Telephone  Company,"  has 
proposed  to  each  and  all  of  the  petitioning  companies  above  named  to 
purchase  all  and  singular  the  property  of  every  kind  of  each  and  all  of 
said  companies,  at  and  for  the  snm  of  $333,191,  the  same  being  the  sum 
of  the  separate  appraisals  of  all  of  the  property  of  the  above  companies, 
made  by  J.  K.  Johnston,  telephone  engineer,  in  December,  1917,  and 
March,  1918,  or,  if  said  snm  and  appraisement  be  not  proper  and  adequate 
in  the  opinion  of  your  Honorable  Body,  then  for  snch  sum  and  appraisal 
as  shall  'meet  with  your  approval. 

Yonr  petitioners  further  show  that  on  the  fourth  day  of  June,  1918, 
at  a  meeting  of  the  stockholders  of  each  of  the  petitioning  companies 
above  named,  except  the  Lynn  Local  Telephone  Company,  a  resolntion 
was  adopted  for  the  sale  and  transfer  of  all  the  property  of  each  of  said 
companies  to  said  The  Eastern  Indiana  Telephone  Company  upon  the 
above  terma  and  that  on  the  eleventh  day  of  June,  191S,  the  stockholders 
of  Bud  the  Lynn  Local  Telephone  Company  adopted  a  like  resolation 
concerning  its  property,  a  copy  of  each  of  which  resolutions  is  attached 
hereto  and  made  a  part  thereof. 
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Wherefore,  Yonr  petitionerB  now  pray  for  the  approval  of  said  proposed 
sales  and  transfers,  and  for  die  consent  of  your  Honorable  Body  that 
the  property  of  each  of  the  petitioning  companies  herein  may  be  sold  to 
stud  The  Eastern  Indiana  Telephone  Company,  npon  the  terms  and  con- 
ditions fnlly  eet  forth  in  said  several  resolntions." 

The  Eastern  Indiana  Telephone  Company  swks  aothor- 
ity  to  purchase  said  properties,  and  to  issue  and  sell  its 
common  stock  in  amount  equal  to  the  aggregate  values  of 
said  properties,  the  proceeds  thereof  to  be  used  for  the 
purchase  of  said  properties. 

Supplementing  this  petition,  eitch  of  the  telephone  com- 
panies herein  involved  filed  with  the  Commission  sep- 
arate petitions  asking  that  the  proposed  sale  and  transfer 
by  each  of  the  companies  be  approved,  and  attached  to 
each  of  such  separate  petitions  were  certified  copies  of 
meetings  of  the  stockholders  and  boards  of  directors  of 
the  respective  companies,  authorizing  the  sale  and  trans- 
fer of  each  of  the  properties. 

Due  notice  of  the  filing  and  assignment  of  the  case  for 
hearing  was  giv«n  to  tlie  city  officials,  the  newspapers,  and 
commercial  organizations  of  each  of  the  cities  and  towns 
involved.  Pursuant  to  which  notice  the  ease  was  heard  at 
the  rooms  of  the  Public  Service  Commission  of  Indiana, 
State  House,  Indianapolis,  Indiana,  on  the  twenty-fiftli  day 
of  September,  1918. 

The  evidence  discloses  that  it  is  the  desire  of  petitioners 
to  consolidate  and  unify  a  number  of  small  telephone  prop- 
erties and  systems  situated  in  central  eastern  Indiana. 
The  Eastern  Indiana  Telephone  Company  now  owns  and 
operates  exchanges  at  Winchester,  Parker  City  and  Sara- 
toga, and  owns  extensive  toll  lines.  A  corporation,  The 
Eastern  Indiana  Telephone  Company,  has  been  organized 
and  chartered  with  a  capitalization  of  $400,000  common 
stock,  to  take  over  said  properties  of  The  Eastern  Indiana 
Telephone  Company,  Red  Key  Telephone  Company,  Ridge- 
ville  Telephone  Company,  Farmland  Telephone  Company 
and  the  Lynn  Local  Telephone  Company,  the  latter  com- 
pany operating  exchanges  at  Lynn  and  Fountain  City. 
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An  appraisal  of  all  of  the  properties  involved  was  made 
for  the  petitioners  by  J.  K.  Johnston,  telephone  engineer. 
This  appraisal  was  cheeked  by  the  Commission's  engineers, 
and  the  major  items  thereof,  representing  approximately 
90  per  cent,  of  the  entire  value  were  carefully  cheeked,  and 
unit  costs  used  by  the  Commission  applied. 

The  Commission's  engineers  also  applied  to  all  the  prop- 
erties average  station  values  secured  from  a  number  of 
previous  evaluations  made  by  the  staff. 

The  results  of  Mr.  Johnston's  appraisal  and  the  esti- 
mates made  by  the  Commission's  engineers,  are  as  follows : 
AppKAiSAL  VI         EamurK  of  Coh- 

JOHHSTOV  MiaaiON'S  E^MOINBBBa 

Cotl  of  Cott  of 

Bepro-  Repro-                           Nwnhrr 

duetion,  Pretent       dudton,        Preienl            of 

Name  t^  Company               Netc  Yidvie          NfiB             Value        Sb^iara 

Lynn  and  Fountun  City....       S82,303  $67,702      SeS,750      $55,041           1,114 

RidgeviUe 29,530  26,040       23,820       21,177             388 

Red  Key 32,925  27,910       26,780       22,690             492 

Parmluid 43,028  36,680        35,200        29,820              486 

Tbe  Eastern  lodiftna  Tele- 

W phone  Company: 
incbeatsr,   Ssrati^Si, 

Fuker  City,  biUliuaa..       184,669  158,960      150,003       129,234              979 

ORAND  TOTAL,   ALL  COU- 

PANIBS -1372,454    ft317,301     S302,550    t267,962         *4,083 

Recapitulation 

Reproduction,  New  Pntent  VoJw 

Johnston »372,454  $317,301 

Commissbn's  enjineere. 302,550  257,962 


For  the  purposes  of  this  case  all  petitioners  formally 
accepted  the  tentative  estimate  of  physical  values  found  by 
the  Commission's  engineers.  There  should  be  added,  how- 
ever, to  the  present  value  of  $2.')7,f>62,  found  by  the  Com- 
mission's engineers,  a  reasonable  allowance  for  working 
capital.  The  Conunission  feels  that  $4,000  is  a  sufficient 
amount  for'  this  purpose.  Thus,  the  estimated  value  of 
petitioner's  property  is,  in  round  figures,  $262,000.  Inas- 
much as  there  was  no  showing  made,  no  allowance  is  made 
for  going  value. 


"  Errors  are  apparent. 


DigilizcdbyGOOglc 


Application  of  The  Eastern  Indiana  Tel.  Co.  115 
C.  1*.  84] 

Petitioner,  The  Eastt^rn  Indiana  Telephone  Company, 
desires  to  purchase  all  the  property  of  all  of  the  com- 
panies above  enumerated  and  to  issue  its  common  stock  to 
an  amount  equal  to  the  value  of  the  property  as  found  by 
the  Commission's  engineers.  No  other  stocks  or  bonds  are 
outstanding. 

The  Commission  finds  that  the  sale  and  transfer  of  the 
property  of  The  Eastern  Indiana  Telephone  Company,  Red 
Key  Telephone  Company,  Ridgeville  Telephone  Company, 
Farmland  Telephone  Company,  and  the  Lynn  Local  Tele- 
phone Company  to  The  Eastern  Indiana  Telephone  Com- 
pany, and  the  purchase  thereof  by  the  latter  company, 
should  be  authorized  and  approved,  and  that  The  Eastern 
Indiana  Telephone  Company  should  be  granted  authority 
to  issue  its  conmion  stock  in  the  aggregate  sum  of  $262,000, 
par  value,  and  to  sell  said  stock  at  not  less  than  par  for  the 
purpose  of  purchasing  the  properties  above  described. 

It  may  be  observed,  however,  that  the  evidence  shows 
that  while  the  stock  of  The  Eastern' Indiana  Telephone 
Company  will  formally  be  sold  to  the  various  stockholders 
of  the  selling  companies,  yet  actually  less  than  1  per  cent. 
of  the  stock  sold  will  require  any  capital.  Practically  all 
of  the  stockholders  of  the  selling  companies  will  accept  the 
stock  of  the  new  company  in  exchange  for  their  present 
holdings. 

The  Commission  further  finds  that  all  of  the  securities 
of  the  selling  companies  should  be  eancelled. 

It  is,  therefore,  ordered  bi/  the  Public  Service  Cominis- 
tnon  of  Indiana,  That  petitioners.  The  Eastern  Indiana 
Telephone  Company,  Red  Key  Telephone  Company,  Ridge- 
ville Telephone  Coiupany,  Farmland  Telephone  Company, 
and  the  Lyim  Local  Telephone  Company  be,  and  they  arc 
hereby,  authorized  to  sell  and  transfer  all  of  their  property, 
rights  and  franchises  to  The  Eastern  Indiana  Telephone 
Company.  The  Eastern  Indiana  Telephone  Company  is 
hereby  authorized  to  purchase  said  property.  Said  sale, 
transfer  and  purchase  shall  be  made  on  the  basis  of  the 
followinff  proper^  values : 
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Property 
The  Kastem  Indiana  Telephone  Company  composed  of  Win- 
chester, Parker  City  and  Saratoga  exchanges  and  toll  lines.  $129,234 

Lsmn  Local  Telephone  Company 56,041 

BidgeviUe  Telephone  Company 2\XT7 

Red  Key  Telephone  Company 22,690 

Farmland  Telephone  Company 29,820 


$257,902 

It  is  further  ordered,  That  The  Eastern  Indiana  Tele- 
phone Company  be,  and  it  is  hereby,  anthorized  to  issue  and 
sell  $262,000,  par  value,  of  its  common  stock,  at  not  less  than 
par,  and  that  the  funds  derived  from  the  sale  of  said  stock 
shall  be  used  solely  for  the  purchase  and  acquisition  of 
the  properties  above  described,  at  purchase  prices  equiva- 
lent to  the  above  values.  Said  stock  in  the  smn  of  $4,038, 
par  value,  representing  the  difference  between  the  total 
stock  authorized  to  be  ipf  iied  and  the  total  sale  price,  may 
be  used  as,  or  sold  by  the  company,  to  secure  working 
capital. 

It  is  further  ordered.  That  The  Eastern  Indiana  Tele- 
phone Company  shall,  thirty  days  after  date,  and  each  -fifty 
days  thereafter,  make  written  report  to  this  Commission 
of  the  sale  or  disposition  of  said  stock,  and  the  application 
of  the  proceeds  thereof. 

/(  is  further  ordered,  That  all  of  the  outstanding  stock 
and  securities  of  the  Red  Key  Telephone  Company,  Ridge- 
ville  Telephone  Company,  Farmland  Telephone  Company, 
Lynn  Local  Telephone  Company  and  The  Eastern  Indiana 
Telephone  Company  shall  within  sixty  days  from  date  be 
cancelled,  and  due  report  of  said  cancellations  made  to  the 
Commission. 

/(  is  further  ordered,  That  The  Eastern  Indiana  Tele- 
phone Company  pay,  before  the  issuance  of  the  securities 
herein  authorized,- to  th*-  Treasurer  of  the  State  of  Indiana, 
the  sum  of  $393,  the  statutor;'  fee  in  such  cases  provided. 

October  4,  1918. 
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In  re  Application  of  Peoples  Co-opebaTive  Telephone 
Company  of  Stockwell,  for  Authority  to  Increase 
Bates. 

No.  4100. 

Decided  October  4,  1918. 
buTMUw  in  Basidenu  tad  Bniinew  KaIm  Anthoilaad. 

Opinion  and  Order. 
On  August  14, 1918,  the  Peoples  Co-operative  Telephone 
Company  of  Stockwell,  Indiana,  filed  a  petition  with  the 
Public  Service  Commission  of  Indiana,  averring: 

(1)  That  it  i>  a  public  utility,  operating  under  the  laws  of  the  State 
of  Indiana. 

(2)  That  its  principal  place  of  bofiiness  is  in  Stockwell,  Indiana, 
an  unincorporated  town.  That  it  b  a  public  utility  engaged  in  the  manage- 
ment and  operation  of  a  telephone  exchange  at  Stockwell,  with  lines 
radiating  therefrom  to  the  fanning  districts  and  territory  adjacent 
Ihereto.  That  as  each  pnUie  utility  it  is  subject  to  the  provisions  of  Oik 
laws  of  Indiana. 

(3)  That  your  petitioner  has  on  file  with  the  Public  Service  Commis- 
sion of  Indiana,  P.  S..  C.  I.  No.  1,  filed  July  10,  1914,  and  supplement 
thereto,  filed  in  accordance  with  order  No.  1633,  dated  July  29,  1916. 

(4)  Under  Rule  2,  of  the  above  sehednle,  yonr  petitioner  hss  is  effect 
the  following  rate: 

"  Rnle  2.  The  charge  to  each  member  for  service  on  this  oompany's 
system  shall  be  $6.00  per  year,  payable  $1-50  during  or  at  the  end 
of  each  quarter." 

(5)  Tliat  it  applies  to  this  Commission  for  aniiiority  to  increase  its  rates 
for  the  reason  that  in  the  ju^ment  of  the  petitioner,  the  present  rates 
are  wholly  inadequate  and  insufficient  to  maintain  the  system  and  keep 
same  in  proper  state  of  efficiency  to  render  its  subscribers  good  telephone 
■errice,  and  on  accoimt  of  the  increased  price  of  all  supplies  and  general 
operating  expenses. 

(6)  That  application  is  herdby  made  for  authority  to  increase  the  above 
rates  nnder  Rule  2  of  P.  S.  C.  I.  No.  1  to  $1.00  per  month  for  residence 
robscribers,  and  $2.00  per  month  for  business  'phones. 

NoticeB  were  mailed  to  the  following :  Town  Clerk,  Stock- 
well,  Indiana;  Editor  of  the  News,  Clarkshill,  Indiana; 
Gleu  Murphy,  seeretarj-  of  the  Peoples  Co-operative  Tele- 
phone Company,  Stockwell,  Indiana,  that  a  hearing  would 
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be  held  in  said  cause,  September  19, 1918,  at  10  a.  m.  at  the 
rooms  of  the  Commission,  State  House,  Indianapolis, 
Indiana. 

Said  hearing  was  held,  and  there  appeared  for  Uie  peti- 
tioner, R.  W.  Ellis,  president  of  said  company,  and  Fred- 
erick Anderson,  manager  and  lineman  for  said  company. 
No  protestants  appeared. 

The  testimony  shows  that  said  Peoples  Co-operative 
Telephone  Company  was  incorporated  in  1900  ■ftith  a  capi- 
tal stock  of  $600, 100  shares  of  capital  stock  at  the  par  value 
of  $6.00  per  share;  that  tlie  stockholders  from  time  to  time 
rendered  service,  as  well  as  furnished  material,  in  order  to 
keep  said  telephone  plant  in  good  working  condition.  This, 
however,  did  not  provide  sufficiently  to  maintain  said  plant ; 
that  to  place  said  plant  in  100  per  cent,  condition  it  would 
require  the  immediate  expenditure  of  approximately  $1,500, 

The  evidence  further  shows  that  no  dividends  were  ever 
paid,  nor  was  there  any  allowance  set  aside  for  depreciation. 

It  further  appears  that  the  total  operating  revenue  for 
the  year  1917,  was  $1,602.34,  and  the  total  operating 
expenses  for  the  same  period  were  $1,883.40,  leading  a 
deficit  for  the  year  1917,  of  $281.40.' 

The  evidence  further  shows  that  shoiild  the  prayer  of 
petitioner  be  granted  it  would  add  additional  revenue  to 
the  amount  of  approximately  $1,242;  and  there  are  177 
residence  telephones  and  10  business  telephones. 

The  records  of  this  company  are  so  incomplete  that  the 
Commission  was  unable  to  get  any  accurate  information. 
The  evidence  shows  that  the  maintenance  of  said  telephone 
plant  was  badly  neglected,  in  fact  to  the  extent  of  rendering 
very  poor  service,  and  was  continued  in  this  condition  until 
it  became  necessary  for  the  rebuilding  of  the  entire  system. 

The  testimony  shows  that  said  telephone  company  has 
employed  two  operators  at  a  salary  of  $27.50  per  month 
each.  It  also  appears  that  other  labor  was  not  paid 
excessive  prices,  leaving  the  impression  with  the  Commis- 
sion that  neglect  largely  was  responsible  for  the  condition 
now  existing. 


*  A  slight  error  is  apparent. 
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The  Public  Service  CMiimission  of  Indiana  having  heard 
the  evidence  iii  the  above-entitled  cause,  and  being  fully 
advised  in  the  premises,  is  of  the  opinion  that  the  present 
Bchedole  of  rates,  tolls  and  charges  now  on  file  with  the 
Public  Service  Conunisaion  is  insufficient  and  inadequate 
to  properly  maintain  and  operate  said  telephone  plant  and 
system,  and  that  the  prayer  of  the  petitioner  should  be 
granted.  This  will  add  sufficient  revenue  to  properly  rebuild 
said  telephone  plant  and  render  efficient  service  to  the 
public,  and  it  will  be  so  ordered. 

It  is,  therefore,  ord^rod  hy  the  Public  Service  Commis- 
sion of  Indiana,  That  the  Peoples  Co-operative  Telephone 
Company  of  Stockwell,  Indiana,  is  hereby,  and  herein, 
authorized  to  file  a  schedule  of  rates,  tolls  and  charges  as 
follows : 

Per  Month 

Rcsideaee  eobseribeTs $1  00 

Bnsiaess  teiephoncB 2  00 

Said  schedule  of  rates,  tolls  and  charges  to  be  in  force 
and  effect  November  1,  1918;  and  thereafter. 
October  4,  1918. 


In  re  Application  op  Watnetown  Telephone  Company  for 

AUTHOHITY  TO  INCREASE  RaTES. 


Decided  October  2S,  1918. 

IncrMM  in  Batw  Sffecttre  for  Two  Tean,  War  Owtditloiui  Oonsldarod, 

AottunriMd  —  Lower  S«t«  for  Joint  BoslneBs  and  Bnldenca  Service 

tluu  Sum  of  Individtul  BudneH  and  Beddence  Bates, 

Anthoiiaed  —  EstaUishment  of  ToU  Bate  Denied. 

Opinion  and  Obder. 

On  June  27, 1918,  John  T.  Detchon,  as  part  owner  of  the 

WajTietown  Telephone  Company  filed  his  petition  with  the 

Public  Service  Commission  of  Indiana  alleging  that  the 

said  company  had  surrendered  its  franchise  in  accordance 
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with  the  laws  of  this  State;  that  on  March  3,  1917,  the 
Poblic  Service  Cominission  of  Indiana  in  an  application 
then  pending  before  it  from  the  said  company,  fixed*  as  a 
valne  for  rate-making  purposes,  all  of  the  property  owned 
by  said  company,  tangible  and  intangible,  and  working 
capital  at  the  sum  of  $30,000;  that  a  depreciation  rate  of 
4  per  cent,  on  valuation  of  $25,913  was  established,  and  a 
rate  of  return  amounting  to  7  per  cent. ;  that  provision  was 
made  for  operating  expenses  of  $4,200,  depreciation  of 
$1,036.52  and  return  of  $2,100,  or  a  total  of  $7,336.52. 

Petitioner  further  referred  to  the  -schedule  of  rates,  tolls 
and  charges  established  by  the  Coomiission  in  its  order  * 
of  March  3, 1917,  which  scbedale  was  as  follows : 

Per  Month 

Individnal  business  telephones  in  town $1  65 

Individuftl  residence  telephones  in  town 1  40 

Two-party  residence  and  business  in  town 2  40 

Party  line,  town  or  country 1  15 

Extension  telephones  50 

Extension  bells  25 

A  discount  shall  be  given  of  15  cents  per  month  on  each  telephone, 
except  extension  telephones,  when  rental  rat«s  are  paid  on  or  before  the 
tenth  day  of  the  month  succeeding  the  month  in  which  tlie  service  is 
rendered. 

and  charges  established  by  the  Commission  in  its  order*  of 
cents  per  message  established  by  this  Commission  on 
messages  originating  at  Waynetown  and  terminating  at 
CrawfordsviUe. 

It  was  alleged  by  petitioner  that  during  the  year  ending 
April  1,  1918,  the  total  revenue  from  all  sources  amounted 
to  $7,043.36  and  the  total  expenditures  including  deprecia- 
tion, to  $6,063.11,  leaving  gross  income  of  $980.25. 

Petitioner  averred  that  the  actual  rate  of  return  for  the 
year  ending  April  1, 1918,  instead  of  7  per  cent.,  as  allowed 
by  this  Commission,  amounted  to  less  than  2i^  per  cent. 
Petitioner  averred  that  increased  wages  amounting  alto- 
gether to  $388  annualh    are  demanded  by  its  employees 

*  See  Commission  Leaflet  No.  65,  p.  1218. 
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and  that  these  increased  wages  should  be  allowed.  Refer- 
ence was  made  to  the  increased  cost  of  telephone  materials 
necessary  in  maintaining  this  property.  The  following 
rates  were  proposed  by  petitioner : 

Per  Month 

ladividiukl  business  telephones $2  16 

IndiTtdnal  residenee  telephones 1  66 

Party  line  telephones 1  40 

Kxt«nsion  'phones .  1  00 

Petitioner  averred  that  there  were  in  use  on  April  30, 
1918: 

30  IndividuAl  boBinees  'phones. 
38  Indiyidoal  re«(lence  'phones. 
24  Two-party  line  business  and  residence  'phones. 
372  Party  line  residence  'phones. 

1  ExteoaioQ  'phone. 

2  Extension  bells. 
13  Desk  'phonee. 

Petitioner  contended  tliat  the  Public  Service  Commission 
of  Indiana  should  establish  a  toll  rate  of  10  cents  for  tele- 
phone messages  betw(^en  Waynetown  and  Alamo;  It 
averred  that  the  Commission  abolished  this  charge  in  its 
order*  of  March  3,  1917,  and  that  although  a  toll  rate  of 
10  cents  upon  messages  between  Waynetown  and  Craw- 
fordsville  was  established,  petitioner's  subscribers  avoid 
the  payment  of  this  charge  by  obtaining  telephone  connec- 
tion y/ith  Crawford  svillt^  through  the  exchange  at  Alamo, 
which  exchanges  free  service  with  Waynetown.  It  was 
urged  that  the  former  toll  fate  of  10  cents  for  each  conver- 
sation of  5  minutes  between  Waynetown  and  Alamo  be 
restored.  Petitioner  also  maintained  that  a  4  per  cent. 
rate  of  depreciation  is  inadequate. 

Due  notice  of  the  illing  of  the  said  petition  and  of  the 
hearing  herein  was  given  to  interested  parties.  The  said 
cause  was  heard  on  July  31,  1918,  at  the  State  House, 
Indianapolis,  Indiana.  Hough  and  Offutt  appeared  for  peti- 
tioner.   There  were  no  other  appearances. 

'  See  Commisuon  Leaflet  No.  66,  p.  1218. 
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The  evidence  introduced  in  the  hearing  of  this  cause 
shows  that  the  material  averments  of  petitioner  with 
respect  to  the  revenues  and  expenditures  for  the  year  end- 
ing April  1,  1918,  are  true.  It  appears  that  in  the  year 
ending  April  1,  1918,  petitioner  failed  by  approximately 
$300  to  earn  the  sum  estimated  in  the  Commission's 
order'  P.  S.  C.  I.  1099,  dated  March  3,  1917.  On  the  other 
hand,  the  operating  expenses,  including  depreciation,  were 
$6,063.11,  or  $726.59  more  than  estimated  and  allowed  by 
the  Commission  in  its  order*  of  March  3,  1917. 

The  evidence  shows  that  no  part  of  the  $1,036.52,  set 
apart  as  a  depreciation  fund  for  the  year  ending  April  1, 
1918,  was  expended  by  petitioner.  This  sum  of  money  was 
deposited  in  the  bank  and  the  fund  has  not  been  drawn 
against  during  the  year  last  past.  An  analysis  of  the 
expenditures  made  by  the  company  during  the  year  ending 
April  1,  1918,  shows,  however,  that  the  expenditures  have 
been,  abnormally  large.  The  maintenance  expenses,  for 
instance,  exceed  the  average  expenditures  on  this  account, 
made  by  20  companies,  by  $361.35.  The  operation  expenses, 
including  accounts  Nos.  624,  628,  and  633,  in  the  Commis- 
sion's unifonn  classification  of  accounts,  are  $164.50  less 
than  the  average  e:^enditures  of  20  companies  on  this 
account.  The  general  and  miscellaneous  expenditures 
exceed  the  general  and  miscellaneous  expenditures  of  20 
companies  by  $357.58.  Altogether,  there  is  a  difference 
of  $554.43  in  the  average  expenditures  of  20  companies 
compiled  by  the  accounting  staff  of  the  Public  Service 
Commission,  and  the  expenditures  of  the  Waynetown  Tele- 
phone Company  for  the  year  ending  April  1, 1918,  and  this 
indicates  rather  clearly  that  the  depreciation  of  petitioner's 
plant  has  been  charged  to  the  maintenance  account. 

The  operating  revenues  of  petitioner  during  the  year 
ending  April  1,  1918,  to  sum  up  the  evidence  heretofore 
refcrivd  to,  were  $300  less  than  estimated  by  the  Commis- 
sion in  P.  S.  C.  I.  1099,*^  and  the  total  expenditures  $726.59 
great<'r  than  estimated  by  the  Commission  in  that  order," 


"  See  Commission  Leaflet  No,  66,  p.  1218. 
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making  a  total  difference,  or  $1,026.59.  But  the  total 
expenditures  of  petitioner  company  for  the  year  ending 
April  1,  1918,  were  also  $554.43  greater  than  the  average 
of  20  companies  heretofore  referred  to.  In  view  of  the  evi- 
dence in  this  cause,  the  Conmiission  is  of  the  opinion  that 
a  deduction  of  this  amount  should  be  made-  from  the  total 
difference  between  what  the  Commission  allowed  petitioner 
to  earn  in  P.  S.  C.  L  1099,*  and  what  it  actually  did  earn 
during  the  first  year  of  operation  under  this  order.*  If  this 
sum  is  deducted,  there  is  a  remainder  of  $475.16t,  which  the 
Commission  may  assume  is  the  approximate  actual  amount 
by  which  petitioner  failed  to  earn  necessary  revenue  during 
the  year  ending  April  1,  1918.  The  petitioner's  schedule 
of  rates,  tolls  and  charges  will  be  increased  to  provide  this 
additional  revenue,  and  also  the  sura  of  $388  necessarj'  on 
account  of  increased  wages  which  petitioner  must  pay  its 
employees. 

Petitioner  will  be  authorized  to  establish  the  following 
schedule  of  rates,  tolls  and  charges,  effective  November  1, 
1918: 

Grosi  Net 
Per  Month 

Individtutl  bnsinees  telephones  in  town $1  85  $1  75 

Individnal  re«dence  telephones  in  town 1  60  1  50 

Two-party,  one  residence  and  one  business  telephone 

in  town  320  300 

Party  line,  town  o^  country 1  25  1  15 

1  telephones   60  50 

a  bells 35  25 


A  discount  of  10  eents  per  month,  per  telephone,  shall  be  allowed  upon 
all  bills  paid  on  or  before  the  tenth  day  of  the  month  succeeding  the 
month  in  whicb  the  service  is  rendered. 

The  Commission  is  of  the  opinion  that  the  increase  in 
rates,  authorized  in  the  ordeP  hereto  appended,  will  be 
necessary  only  so  long  as  industrial  conditions  brought  on 
by  the  war  remain,  and  the  rates  herein  established  will  be 
authorized  for  a  period  of  two  years  only  from  the  date 
when  they  will  become  effective. 

*  See  Commisgioti  Leaflet  Ko.  65,  p.  1218. 
t  A  slight  error  is  apparent 
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The  Commission  is  of  the  opinion,  further,  that  the  prayer 
of  the  petitioner  in  all  other  particulars  shonld  be  denied, 
and  it  will  be  so  ordered. 

It  is,  therefore,  ordered  hy  the  Public  Service  Commis- 
sion of  Indiana,  That  tho  petitioner,  the  "Waynetown  Tele- 
phone Company,  shall  be  authorized  to  establish  for  a 
period  of  two  years  from  the  effective  date  hereof,  the  fol- 
lowing schedule  of  rates,  tolls  and  charges,  which  schedule 
shall  become  effective  November  1,  1918: 

Orott  Net 

Per  Month 

ludividual  business  telephones  in  town $1  86  $1  75 

Individual  residence  telephones  in  town 160  150 

Two-party,   one  residence   and   one  business  tele- 
phone in  town ." 3  20  3  00 

Party  line,  town  or  conntry 1  25  1  15 

Extension  telephones   60  60 

Extension  bells 36  25 

A  discount  of  10  cents  per  month,  per  teleplione,  diall  be  allowed  upon 
all  bills  paid  on  or  before  the  tenth  day  of  the  month  succeeding  the 
month  in  which  the  service  is  rendered. 

It  is  further  ordered,  That  the  prayer  of  the  petitioner  in 
all  other  particulars  be,  and  the  same  is  hereby,  denied. 
October  25,  1918.   . 


In  re  Jurisdiction  of  Public  Service  Co\im:i8sion  in  the 
Matter  of  Proposed  Increase  in  Rates  of  College 
Corner  Telephone  Company. 
No.  4133. 

Decided  October  25,  1918. 

Oommiulon   Hold   to   Have   no   Jnriwllotion  to   B^uUta   BfttM   for 

Oommnnlcationa  Originatins  and  Tenninatins  in  Stat* 

Bat  Tnuumittad  Through  an  Exchanga  Locatad 

in  Another  State. 

Opinion  and  Order. 

On  the  twenty-fifth  day  of  March,  1918,  tlie  Public  Service 

Commission  of  Indiana  after  a  hearing  denied'  the  petition 


e  Commission  Leaflet  No.  77,  p.  1015. 
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of  the  College  Corner  Telephone  Company  of  College 
Corner,  Ohio,  authority  to  increase  its  rates,  tolls  and' 
charges  within  the  State  of  Indiana. 

On  July  31,  191@,  the  company  published  a  notice  in  the 
College  Comer  l^f^w^  as  follows: 

"  On  aceonnt  of  the  high  cost  of  mBteiial-aDd  operation  an  increase  in 
the  revenaes  of  this  ctMnpany  ia  abBoIntely  neeeasary ;  tfaerafore,  under  the 
Intentate  Commeroe  Laws  of  the  United  States  the  rates  for  the  several 
elasaea  of  services  be^nning  Sept.  1,  1918,  will  be  as  follows; 

Per  Year 

Main  line  business $27  00 

Two-party  bnsincae  (with  residence  on  same  line) 27  00 

Two-paz^  reaidenM  (witti  business  on  same  line) 15  00 

Hain  line  reaidencA 20  00 

Ten-parfy  residence,  inside  corporation 15  00 

Ten-party  rural 20  00 

All  bills  payable  quarterly  in  advance." 

This  notice  was  brought  to  the  attention  of  the  Public 
Service  Commission  of  Indiana  which,  upon  its  own 
motion,  proceeded  to  an  investigation  of  the  matters 
involved  in  the  proposed  notice. 

A  hearing  was  held  at  Indianapolis,  Indiana,  September 
15,  1918.  Frank  C.  Dunbar  of  the  firm  of  Miller,  Thomp- 
son, Dunbar  and  Martin  of  Columbus,  Ohio,  appeared  in 
behalf  of  the  College  Corner  Telephone  Company;  there 
were  no  other  appearances  pxcept  that  A.  F.  Bell,  a  resi- 
dent of  the  State  of  Indiana,  appeared  to  oppose  any 
increase,  and  complained  of  the  service  fnrnished  by  the 
College  Comer  Telephone  Company. 

The  evidence  introduced  in  the  hearing  of  this  case  shows 
that  the  College  Comer  Telephone  Company  has  an 
exchange  located  at  College  Comer,  Ohio,  with  lines  radiat- 
ing to  the  country  adjacent  thereto  in  Butler  and  Preble 
Counties,  Ohio,  Union  and  Franklin  Counties,  Indiana; 
that  all  messages  originating  and  terminating  in  Indiana, 
and  all  messages  originating  in  Indiana  and  terminating 
in  Ohio,  or  vice  versa,  except  part  of  those  messages  orig- 
inating and  terminating  on  the  same  party  circuit  within 
the  State  of  Indiana,  are  routed  through  the  exchange 
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located  in  College  Corner,  Ohio.  Approximately  300  cir- 
cuits cross  the  State  line  from  the  exchange  at  College 
Corner  into  the  State  of  Indiana,  some  of  which  are  inde- 
pendent lines,  but  most  of  which  are  party  circuits.  Some 
of  the  circuits  extend  along  the  State  line  between  Ohio 
and  Indiana,  serving  parties  living  in  both  States. 

The  question  involved  in  this  cause  is  the  jurisdiction 
of  the  Public  Service  Commission  of  Indiana  over  the  rates 
charged  by  the  College  Comer  Telephone  Company  to  its 
subscribers  living  in  the  State  of  Indiana. 

Counsel  for  College  Corner  Telephone  Company  admitted 
the  jurisdiction  of  the  Public  Service  Commission  of 
Indiana  in  the  matter  of  service  furnished  by  tiie  company 
to  subscribers  living  within  the  State  of  Indiana.  Counsel 
maintains,  nevertheless,  that  the  service  for  which  rates  are 
charged  is  interstate  ser%'ice. 

It  is  apparent  that  the  Public  Service  Commission  of 
Indiana  would  have  no  jurisdiction  over  the  rates  for  mes- 
sages originating  in  the  State  of  Indiana  and  terminating 
in  the  State  of  Ohio,  or  vice  versa;  likewise,  it  has  been  held 
in  the  case  of  a  shipment  of  merchandise  which  originated 
at  one  point  in  a  state  and  terminated  at  another  point  in  the 
same  state,  that  it  was  an  interstate  shipment  for  the 
reason  that  in  the  course  of  its  transportation  it  passed 
through  another  i^tate:  Louisville  and  Nashville  Railroad 
Company  v.  Allen,  152  Ky.  145 ;  United  States  v.  Erie  Rail- 
road Company,  166  Fed.  352;  Howard  v.  Chicago,  Rock 
Island  and  Pacific  Railway  Company,  184  S.  W.  906 ;  Lynch 
V.  New  York  Central  and  Hudson  River  Railroad  Company, 
156  N.  Y.  S.  1131 ;  Wichita  Falls  and  Northwestern  Railway 
Company  v.  Asher,  171  S.  W.  1114;  Crescent  Brewing  Com- 
pany V.  Oregon  Short  Line  Railroad  Company,  132  Pac. 
975,  24  Idaho,  106. 

Numerous  additional  decisions  may  be  cited  in  support 
of  this  proposition.  It  has  been  held,  also,  where  a  tele- 
graph company's  line  is  located  partly  outside  the  state 
where  a  message  originated,  and  it  transmits  the  message 
from  one  point  in  a  state  to  another  point,  it  nevertheless 
is  engaged  in  interstate  commerce  and  subject  to  Federal 
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legislation.  Also,  the  transmission  of  a  telegram  between 
two  points  within  a  state  over  a  line  which  passes  out  of 
the  state  and  require  the  relaying  of  the  message  outside 
of  the  state  is  interstate  commerce :  Western  Union  Tele- 
graph Company  v.  Boiling,  91  S.  E.  154. 

In  Davis  v.  Western  Union  Telegraph  Comptmy,  202 
S.  W.,  the  MisBoori  court  held  that, 

"  Though  the  sending  and  delivery  points  of  a  telegraph  message  were 
within  the  same  state,  if  part  of  the  route  of  transmismon  was  throi^ 
another  state,  the  message  was  interstate,  although,  had  the  wires  within 
the  state  not  been  down,  the  message  could  have  been  sent  altogether 
within  the  state." 

By  an  amendment  to  the  Interstate  Commerce  Act 
approved  June  18,  1910,  the  jurisdictiQn  of  the  Federal 
Government  was  extended  to  all  telegraph  and  telephone 
companies  actually  engaged  in  interstate  conmierce,  so 
that  there  can  he  no  question  in  this  cause  with  regard  to 
the  failure  of  Congress  to  assume  the  jurisdiction  which 
properly  belongs  to  it.  Moreover,  the  Interstate  Commerce 
Commission  has  exercised  its  jurisdiction  in  numerous 
cases  as  evidenced  by  the  following  citations :  'Shoemaker 
V.  Chesapeake  and  Potomac  Telephone  Company,  20  L  C.  C. 
614;  White  and  Compavy  v.  Western  Union  Telegraph 
Company,  27  I.  C.  C.  622;  iMaione  v.  New  York  Telephone 
Company,  40  I.  C.  C.  185. 

Briefs  and  argument!*  of  the  counsel  for  the  College 
Comer  Telephone  Company  were  submitted  to  the  Attorney 
General  of  the  State  of  Indiana,  who  advised  the  Commis- 
sion that  he  is  of  the  opinion  that  this  Commission  has  no 
jurisdiction  to  regulate  rates  for  the  transmission  of  tele- 
phone messages  transmitted  from  point  to  point  within 
the  State,  but  which  in  the  transmission  have  to  pass  over 
the  lines  and  through  an  exchange  located  in  another  state. 

The  Public  Service  Commission  of  Indiana,  having  heard 
all  the  evidence  in  this  case,  after  a  thorough  examination 
of  the  points  at  issue,  examination  of  briefs  and  considera- 


*  See  Ccmimission  Leafiet  No.  1,  p.  25. 
t  See  Commission  Leaflet  N^o.  57,  p.  713. 
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tion  of  argumf>nts,  is  of  the  opinion  that  it  has  no  jurisdic- 
tion over  the  rates  charged  by  the  College  Corner  Tele- 
phone Company  to  subscribers  living  within  the  State  of 
Indiana,  and  an  order  will  be  entered  dismissing  these 
proceedings. 

It  is,  therefore,  ordered  hy  the.  Public  Sennce  Commis- 
sion of  Indiana,  That  in  accordance  with  its  finding  herein 
above  stated,  the  proceedings  in  this  cause  be,  and  the  same 
are  hereby,  dismissed,  and  the  jurisdiction  of  this  Com- 
mission in  this  cause  denied. 

October  25,  1918. 


DigilizcdbyGOOglc 


KANSAS. 

Public  Utilities  Conunission. 

hi  re  Applicatios  of  Thb  Kakkas  City  Long  Distance 
Telephone  Company  for  Pe^siission  to  File  and  Put 
IN  FoBCB  AN  Amended  S*'hediilb  of  Toll.  Rates. 

Docket  No.  2576. 

Decided  September  24,  1918. 

Incmu    in   Toll   BfttM,   Wu-   Oonditioiu   Oonsldend,    Authorized  — 

Regidu  BlcM^  Srvtam  u  Basu  for  Fixiiig  Toll  ftfttm  Approved  — 

TtT<«HTig  T<^  Rates  of  ID  0«Hits  or  Less  Bemoin  Unchuiged  — 

Intrastate  Bates  Antliorized  Not  to  be  on  a  Higher  Basis 

than   Interstate    Bates  —  Seml-Annnal   Reports 

Beqtnjed  —  Beport  Wifliln  Nine  Hosths  After 

Close  of  War  Beanired. 

Okdeb. 

On  this  twenty-fourth  day  of  September,  1918,  comes  on 
to  be  hear-d  the  application  of  The  Kansas  City  Long  Dis- 
tance Telephone  Company  for  permission  to  file  and  put 
in  force  an  amended  schedule  of  toll  rates,  filed  July  18, 
1918,  due  notice  having  been  given  of  the  hearing. 

Upon  consideration  of  the  said  application  and  the  tes- 
timony introduced  in  support  of  same,  and  being  fully  , 
advised  in  the  premises,  the  Commission  finds  that  the  pro- 
posed change  in  the  method  or  plan  of  basing,  fixing  and 
quoting  toll  rates  will  eliminate  inconsistencies,  irregulari- 
ties and  discriminations  incident  to  the  present  system,  and 
will  make  the  toll  rate  schedule  of  petitioner  far  more  uni- 
form and  equitable  than  the  system  now  in  use;  that  war 
conditions  have  greatly  increased  the  expenses  necessarily 
incurred  by  petitioner  in  supplying  its  service  within  the 
State  of  Kansas  without  materially  or  adequately  increas- 
ing petitioner's  revenue,  and  that  such  increased  expenses 
and  expenditures  on  the  part  of  petitioner  will  be  only  par- 
129 
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tially  met  by  the  increase  in  revenue  which  will  accrue  as  ■ 
a  result  of  the  application  of  the  schedule  asked  for  herein. 
It  is,  therefore,  by  the  Commission  ordered.  That  The 
Kansas  City  Long  Distance  Telephone  Company  be,  and 
the  same  is  hereby,  authorized  and  permitted  to  file,  pub- 
lish and  put  in  force  its  new  schedule  of  rates  as  described 
in  its  said  petition,  subject  to  the  conditions  and  modifica- 
tions hereinafter  set  oat.  The  new  schedule  of  toll  rates 
as  described  i;i  said  petition  are  essentially  as  follows: 

Fifteen  cents  for  the  flrat  14  miles  and  5  cents  additional  for  each 
additional  7  miles  or  fractional  part  thereof.  Distances  to  be  fibred  from 
the  center  of  the  rate-making  block  in  which  the  toll  station  originating 
the  call  is  located  to  the  center  of  the  block  in  which  the  UA\  station  eom- 
pleting  the  call  is  located,  wiUi  the  excepton  that  messages  beweea  toll 
stations  separated  by  not  more  than  42  miles  shall  be  figured  on  air  line 
basis ;  and  the  rate  to  apply  for  an  initial  three-minate  commonication  — 
overtime  rate  for  each  additional  minute,  or  fractional  part  thereof,  to  be 
proportional  to  the  three-minute  rate. 

The  conditions  and  modifications  above  referred  to  are 
as  follows: 

1.  All  existing  toll  rates  of  10  cents  or  less  shall  remain 
unchanged. 

2.  The  new  schedule  for  intrastate  rates  shall  not  be 
upon  any  higher  basis  than  the  petitioner's  interstate  rates 
at  the  time  when  the  new  schedule  is  put  into  effect ;  to  the 
end,  that  there  shall  be  no  discrimination  as  between  peti- 
tioner's intrastate  and  interstate  rates. 

3.  The  petitioner,  beginning  December  31  next,  shall 
make  semi-annual  reports  showing  the  total  increase  of 
revenue  obtained  under  the  new  schedule  and  such  other 
matters  as  the  Commission  may  lawfully  prescribe ;  within 
nine  months  after  the  close  of  the  present  war  the  petitioner 
shall  make  a  complete  report  of  its  Kansas  business,  both 
toll  and  local  exchanges,  for  the  first  six  months  after  the 
close  of  the  war,  in  sucli  detail  as  may  be  required  by  the 
Conimission,  to  the  end  that  the  rates  herein  granted  may 
at  that  time  be  made  reasonable  and  just  under  the  then 
existing  circumstances  and  conditions. 
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4.  This  order  shall  not  operate  to  prejudice  any  com- 
plaint that  may  be  presented  to  the  Commission  on  account 
of  the  rates  herein  authorized,  or  prevent  any  investiga- 
tion as  to  the  reasonableness  of  any  rates  by  the  Commis- 
sion on  its  own  motion,  it  being  distinctly  understood  that 
the  Commission  grants  tliese  rates  in  an  emergency  to  meet 
an  extraordinary  war  crisis,  and  that  it  does  not  find  that 
the  rates  herein  granted  would  be  reasonable  rates  in 
normal  times. 

September  24,  1918. 
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Public  Service  Commission. 

In  re  Hotel,  Telephone  Service  and  Rates  Charged 
Therefor. 

P.  S.  C.  No.  1997. 

Decided  September  30,  1918. 

PnichaM  of  Telephone  Service  in  Bnlk  and  Sale  at  Betall  by  Hotels 
Prohibited. 

The  Commission  upon  its  own  motioa  instituted  an  investigation  with 
F^ard  to  complaints  that  certain  hotels  in  Boston  had  increased  rates  for 
local  messages  from  b  cents  to  10  cents. 

Under  the  rate  schedule  filed  with  the  Commission,  room  service  is  fur- 
nished under  the  standard  form  of  contract  for  private  branch  exchange 
service,  the  hotel  paying  a  stated  sum  eacli  year  for  switchboard  and 
equipment,  for  trunk  lines,  and  for  each  telephone  instrument  used,  and 
an  additional  amount  baaed  ^pon  tiie  number  of  messages,  the  company 
furnishing  all  the  apparatus  and  wiring,  while  the  hotel  supplies  whatever 
operators  may  be  necessarj'.  Until  recently  the  corridor  service  has  been 
furnished  directly  by  the  telephone  company  upon  the  public  pay  station 
basis.  Space  was  leased  from  the  hotel  and  the  station  was  operated 
either  upon  the  coin  box  plan,  or  through  an  operator  supplied  by  the 
telephone  company.  Under  this  arrangement  no  direct  connection  existed 
between  the  room  service  and  the  corridor  service,  intercommunication 
being  provided  only  through  the  telephone  central  office. 

In  a  number  of  cases  during  the  past  year  the  corridor  service  has  been 
taken  over  by  the  hotel  and  combined  with  the  room  service,  both  being 
operated  from  the  same  switchboard  as  parts  of  one  private  branch 
exchange  system,  the  telephone  instrument  in  the  corridor  booth  having  the 
same  status  as  the  instrument  in  one  of  the  rooms  and  operated  in  the 
same  way.  For  service  so  furnished  the  hotels  made  chai^fes  higher  than 
the  rates  charged  by  the  company. 

Held:  That  the  telephone  company  is  the  only  concern  which  has  i>een 
authorized  by  law  to  carry  on  a  telephone  business.  Public  policy  favors 
a  unified  ser^'ice  with  undivided  and  centralized  responsibility.  The 
hotels  in  question  have  never  received  any  similar  authority  nor  have  they 
any  lawful  right  to  engage  in  the  public  business  of  transmitting  intelli- 
gence by  electricity.  If  a  hotel  may  lawfully  buy  service  in  bulk  and 
resell  it  at  retail,  the  same  course  may  be  followed  by  other  subscribers, 
and  the  practice  should  be  diacontinaed; 
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That  the  change  made  by  the  compaa;  since  the  hearii^  of  this  casCi 
providing  that  ita  regulation  restrictii^  the  use  of  its  instrnments  to  the 
subscriber,  his  agents  or  employees,  applies  only  to  unlimited  service,  and 
not  to  measured  service  received  in  connection  with  private  branch 
exchanges,  has  not  been  lawfully  made,  since  Chapter  784,  Section  20  of 
the  Statutes  of  1913,  provides  that  no  change  shall  be  made  in  any  rate 
"  or  any  rule  or'  regulation,  or  form  of  contract  or  on  agreement  in  any 
manner  afEecting  the  same  except  upon  thirty  days'  notice  to  the  Conunis- 
uon,"  and  no  snch  notice  has  ever  been  given.  The  Commission,  however, 
will  not  rest  its  case  upon  a  regulation  of  the  company  which  is  subject 
to  change,  but  instead  will  deal  broadly  with  the  matter  upon  the  basis  of 
general  underlying  prinmples; 

That  it'  is  immaterial  whether  or  not  the  hotels  are  making  a  profit  from 
their  telephone  service.  The  contention  of  the  hotels  that  unless  the  tolk 
from  ongoing  service  are  sufficient  to  cover  all  payments  to  the  telephone 
company  and  other  expenses,  that  there  is  a  loss  on  the  service  is  not  true, 
for  if  the  collections  were  sufficient  to  cover  these  coats  the  hotels  would 
profit  by   receiving  the  incoming  and  interior  service  entirely   withont 

That  private  branch  exchange  service  should  not  be  furnished  to  hotel 
companies  or  other  licensed  innkeepers  except  upon  the  condition  that  any 
service  so  furnished  shall  not  he  resold  by  the  subscriber  to  the  public  or 
any  section  thereof,  either  directly  or  indirectly,  through  a  charge  for  the 
use  of  instruments  and  apparatus,  as  this  form  of  service  should  be  what 
its  name  implies  "  private  "  rather  than  "  public;  " 

That  telephone  service  may  be  furnished  by  hotels  to  their  guests  by 
(he  eatablishment'of  branch  exchange  public  telephone  stations,  these 
stations  to  furnish  service  on  the  same  general  basis  as  the  ordinary 
public  pay  stations,  except  that  calls  may  be  handled  through  a  Vocal 
switchboard  and  the  patron  instead  of  depositing  the  amount  of  the 
ehat^  in  the  coin  box,  may  pay  it  to  the  proprietor,  who  acts  as  agent 
for  the  company. 

Report. 

This  investigation  was  institnted  by  the  Coimnission 
upon  its  own  motion  as  the  result  of  information  and  com- 
plaints to  the  eflfect  that  at  certain  hotels  in  Boston  the 
rates  or  tolls  for  local  messages  had  been  increased  from  5 
cents  to  10  cents  each.  A  public  hearing  was  held  on 
December  20, 1917. 

It  appears  that  prior  to  the  date,  July  1,  1915,  when  the 
New  England  Telephone  and  Telegraph  Company  filed  its 
rate  schedule  with  this  Commission,  under  the  provisions 
of  Chapter  784  of  the  Acts  of  1913,  telephone  service  was 
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furnished  to  hotels  under  special  so-eallpd  '*  hotel  con- 
traots."  No  provision  for  such  contracts  was  made  in  the 
schedule  which  was  filed,  no  new  contracts  of  similar  char- 
acter have  since  been  entered  into,  most  of  those  which 
then  existed  have  been  discontinued,  and  it  is  the  intention 
of  the  company  to  discontinue  them  all.  Their  temporary- 
retention  has  been  permissible  under  a  provision  of  Section 
20  of  the  aforesaid  Act. 

The  telephone  service  of  the  hotels  may  be  separated  into 
two  parts,  viz:  (1)  The  service  famished  to  the  offices  and 
rooms,  which  may  be  called  the  room  service;  (2)  The 
service  furnished  to  booths  located  in  the  lobbies  or  cor- 
ridors, which  may  he  called  the  corridor  service. 

Under  the  rate  schedule  filed  with  the  Commission,  the 
room  service  is  furnished  ujider  the  standard  form  of 
contract  for  private  branch  exchange  service.  The  hotel 
pays  a  stated  sum  per  year  for  switchboard  and  equipment, 
for  each  trunk  line  and  for  each  telephone  instriunent  used, 
and  an  additional  amount  based  upon  the  number  of  mes- 
sages! Tlie  actual  rates  for  number  one  system,  Metro- 
politan exchange  service  are  as  follows : 

Equipment  >         Atiiiual  Rates 

Switchboard   $24  00 

Trunk  lines,  botli  wsys,  each 24  00 

Stations,  each 6  00 

Operators'  or  answering  sets,  each 6  00 

Messages 

Minimum,  4,000 120  00 

Additional  messages,  in  excess  of  minimum,  used  within  the 

contract  year,  3  cents  each. 

The  telephone  company  furnishes  all  the  apparatus  and 
wiring,  while  the  hotel  supplies  whatever  operators  may  be 
necessary. 

Until  recently  the  corridor  serWee  has  been  furnished 
directly  by  tlie  telephone  company  upon,  the  public  pay  sta- 
tion basis.  'Space  has  been  leased  from  the  hotel  and  the 
station  has  either  been  operated  upon  the  coin  box  plan  or 
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through  an  operator  supplied  by  the  telephone  company. 
Under  this  arrangement  no  direct  connection  has  existed 
between  the  room  service  and  the  corridor  service,  inter- 
communication being  provided  only  through  the  telephone 
central  office.  To  some  (extent  this  is  the  plan  which  is  still 
pursued,  but  a  change  has  been  made  in  a  number  of  cases 
during  the  past  twelve  months  which  seems  likely  to  become 
general  if  no  obstacle  is  interposed  by  public  authorities. 

The  corridor  service  is  taken  over  by  the  hotel  under  this 
new  arrangement  and  combined  with  the  room  service. 
Both  are  operated  from  the  same  switchboard  as  parts  of 
one  private  branch  exchange  system.  The  telephone  instru- 
ment in  a  corridor  booth  has  the  same  status  as  an  instru- 
ment in  one  of  the  rooms  and  is  operated  in  the  same  way. 
It  follows  that  the  corridor  service,  upon  the  theory  of  the 
telephone  company,  ceases  to  be  public  pay  station  service 
and  that  the  hotel  is  free  to  charge  what  it  pleases  to  those 
who  may  care  to  use  it. 

The  immediate  result  of  the  change  in  every  cas^e  has  been 
that  the  charge  for  local  messages,  which  is  5  cents  at  public 
pay  stations,  has  been  increased  to  10  cents,  and  coinci- 
dently  the  hotels  have  made  a  similar  increase  in  the  charge 
from  their  rooms.  The  proprietors  submitted  evidence  to 
show  that  under  the  former  arrangement  they  were  losing 
money,  and  this  was  the  sole  reason  offered  for  raising  the 
charge  from  the  rooms.  In  the  case  of  the  corridor  service, 
however,  they  claimed  that  the  object  of  the  increase  was  to 
confine  the  telephone  service  to  guests,  so  as  to  give  them 
better  service  than  they  had  received  under  the  old  system. 

It  was  alleged 

"  tbat  the  oaly  practical  vmy  to  accomplish  this  object  was  to  exclude  Qie 
general  public  hj  raising  the  rates;  that  the  increase  had  ezclnded  many 
persons,  not  gneste,  who  had  used  the  hotel  telephone  nnder  the  lower 
rates;  that  practically  no  complaints  had  arisen  from  guests  on  account 
of  the  increased  rates;  that  the  service  from  the  guests'  standpoint  had 
been  greatly  improved ;  that  no  signs  were  displayed  to  indicate  that  the 
hotels  were  furnishing  a  public  service,  or  that  the  public  was  invited  to 
use  it,  or  that  the  rate  was  only  6  cents;  that  in  some  of  the  hotels  a  sign 
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U  displayed  showing  that  the  charge  is  10  cento;  and  that  in  tlie  imme- 
diate vicinity  of  the  hotels  in  question  there  were  public  pay  stations  in 
sufficient  number  to  meet  public  demands  at  the  5-cent  rate," 

It  was  also  alleged  that  guests  can  now  call  up  their 
rooms  from  the  corridor  booths  without  charge,  an  advan- 
tage which  they  did  not  formprly  possess.  Under  the  new 
plan  the  hotels  own  the  booths,  which  are  often  specially 
constructed  to  harmonize  with  the  surroundings,  and  the 
further  claim  was  made  that  the  extra  charge  is  in  part 
levied  as  compensation  for  the  additional  service,  not  avail- 
able at  public  pay  stations,  which  they  render  in  the  way 
of  clerical  assistance,  in  following  up  calls  to  obtain  desired 
connections,  and  in  paging  guests,  and  for  the  other  inci- 
dental expenses  not  involved  in  the  furnishing  of  regular 
public  telephone  service  under  standard  conditions.  It  was 
admitted,  however,  that  service  from  the  booths  in  the  cor- 
ridors is  not  confined  to  persons  who  are  guests  of  the 
hotel,  but  is  open  indiscriminately  to  all  persons  who  are 
willing  to  pay  10  cents  for  local  messages. 

At  the  hearing  the  representatives  of  the  telephone  com- 
pany stated  that  it  is  now  and  always  has  been  willing  to 
establish  and  maintain  public  pay  stations  at  hotels,  in 
conformity  to  the  forme)'  practice,  chargingthe  usual  public 
pay  station  rates  for  all  messages,  but  that  tliis  cannot  be 
done  without  the  consent  of  the  hotels,  and  that  there  are 
numerous  public  telephone  stations  within  500  feet  of  everj' 
hotel  where  the  iiew  plan  is  followed,  at  which  service  can 
be  secured  at  the  regular  rates.  In  the  brief  subsequently 
filed,  the  company  makes  no  claim  whatever  relative  to  the 
right  of  the  Commission  to  regulate  the  rates  or  tolls  which 
hotels  shall  levy,  and  takes  no  position  either  for  or  against 
the  10-cent  charge.  It  maintains,  however,  that  if  the  Com- 
mission construes  Chapter  784  of  the  Acts  of  1913  (Public 
Service  Commission  Act),  or  any  sections  thereof,  as  giv- 
ing it  jurisdiction  over  the  hotels  in  this  respect,  it  must 
first  find  that  they  are  common  carriers  under  the  statute. 
It  urges  that  it  is  rendering  seirice  to  the  hotels,  under  the 
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new  plan,  in  strict  conformity  with  its  schedule  of  rates 
filed  and  published  according  to  law,  under  the  standard 
form  of  contract  available  for  all  private  branch  exchange 
subscribers  regardless  of  the  nature  of  their  business.  At 
the  hearing  counsel  also  contended  (Record  p.  24)  that,  so 
far  as  the  telephone  company  is  concerned, 

"  a  private  individual,  or  a  business  concern,  or  a  manufacturing  concern, 
or  a  hotel,  all  of  which  are  receiving  service  nnder  ibis  same  form  of 
ecHitraet,  can  retail  or  resell  t«lepbone  service  to  the  public  or  to  special 
and  selected  persons,  and  make  such  charges  as  they  see  fit." 

This  contention  really  sums  up  the  problem  before  the 
Commission.  Such  ■jurisdiction  and  authority  as  it  has  over 
telephone  ser^nce  arises,  priniarilj',  from  the  following  pro- 
visions of  Section  2  of  Chapter  784  of  the  Acts  of  1913: 

"  Section  2.  The  Commission  shall,  so  far  as  may  be  necessary  for  the 
purpose  of  earryiug  out  the  provisions  of  this  or  any  other  Act,  have 
general  supervision  and  r^nlation  of,  and  jurisdiction  and  control  over, 
the  following  services,  when  furnished  or  rendered  for  public  use  within 
the  CommODwealth,  uid  all  persons,  Arms,  corporations,  associations  and 
joint  stock  associations  or  companies,  hereinafter  in  this  Act  collectivdy 
called  common  earners  and  severally  called  a  common  earner,  furnishing 
or  rendering  any  such  service  or  services.    •    •    • 

(c)  The  transmission  of  intelligence  within  the  Commonwealth  by 
electricity,  by  means  of  telephone  lines  or  telegraph  lines  or  any  other 
method  or  system  of  communication,  including  the  operation  of  all  con- 
venienoes,  appliances,  instromentalities,  or  equipment  utilised  in  con- 
iieeti<m  therewith,  or  appertaining  thereto." 

The  jurisdiction  over  the  telephone  company  in  this  ease 
is  clear.  The  operating  company  was  chartered  in  New 
York,  but  operates  in  this  Commonwealth  as  the  agent  of 
the  New  England  Telephone  and  Telegraph  Company  of 
Massachusetts,  which  was  organized  in  1888  for  the  follow- 
ing purposes : 

"  The  purpose  for  «4iich  the  corporation  is  constituted  ia  the  aoqiHring 
by  purchase,  lease  or  otherwise,  constructing,  maintainii^,  leasing  and 
operating  telephone  exchange  systems,  and  public  and  private  telephone 
and  tel^raph  lines,  and  in  general,  the  receiving  and  transmitting  intelli- 
gence by  electricity  for  all  purposes,  and  the  doing  a  telephone,  telegraph 
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and  district  telegraph  businesB  both  within  and  withoot  the  State  of 
MaasBchusetts,  and  the  acquiring,  holding,  osing,  eelling  and  leasing  all 
rights,  franchises,  patents,  machinery  and  apparatus  peri^aining  to  such 
bnsinese." 

No  one  would  contend  that  the  hotels  have  ever  received 
any  similar  authority,  or  that  they  have  any  lawful  riglit 
to  engage  in  the  public  business  of  transmitting  intelligence 
within  the  Commonwealth  by  electricity.  It  is  clear  also 
that  they  are  not  rendering  such  service.  Obviously,  the 
telephone  service  which  is  furnished  from  a  booth  in  the 
corridor  or  from  a  room  in  the  hotel  most  depend,  not  upon 
the  facilities  of  the  hotel  itself,  but  nppn  the  facilities  and 
property  owned  and  operated  by  the  telephone  company 
entirely  outside  of  the  hotel  and  entirely  beyond  the  con- 
trol of  the  hotel  management.  Even  the  switchboard, 
wiring  and  telephone  instruments  within  the  hotel  itself 
are  owned  by  the  telephone  company  and  not  by  the  hotel, 
and  all  that  the  latter  owns  in  the  way  of  equipment  are 
the  booths  in  the  corridor,  which  are  the  equivalent  of  small 
rooms  and  have  no  necessary  connection  with  the  telephone 
service.  It  is  true  that  the  hotel  supplies  the  operators  for 
the  private  branch  exchange  switchboard,  but  these  are 
merely  its  agents  in  the  receipt  of  the  service  and  in  essence 
play  no  more  part  in  the  actual  furnishing  of  the  service 
than  does  any  person  who  receives  or  sends  a  message. 

"While  the  hotels  are  not  furnishing  telephone  service, 
however,  it  appears  that  they  are  dealing  in  such  service. 
In  effect,  they  buy  at  wholesale  and  sell  at  retail.  Whatever 
compensation  the  telephone  company  receives  for  messages 
sent  from  the  hotel  is  paid  by  the  hotel,  but,  if  the  message 
is  sent  by  a  guest  or  by  any  other  person  who  is  not  in  its 
employ,  the  latter  charges  and  receives  compensation  on  its 
own  account.  The  question  arises  whether  such  reselling 
or  retailing  of  service  is  lawful,  and  whether  the  hotels 
are  authorized  to  engage  in  the  telephone  business  even  to 
this  extent 

The  question  has  an  importance  beyond  the  immediate 
issue  presented  in  these  proceedings.  If  a  hotel  may  law- 
fully buy  service  in  bulk  and  resell  it  in  this  way,  pre- 
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sumably  the  sanie  course  may  be  followed  by  other  pro- 
prietors. Thus,  the  ownt-rs  of  an  office  buUding  might  take 
service  for  the  entire  building  upon  a  private  branch 
exchange  basis  and  retail  it  to  their  tenants  at  such  prices 
as  they  saw  fit;  the  owners  of  a  department  store  might 
adopt  a  similar  plan  in  providing  telephone  facilities  for 
their  customers;  or  a  railroad  company  might  resell  in  this 
way  within  the  confines  of  a  passenger  station,  like  the 
North  station -or  South  station  in  Boston.  Indeed  the 
owners  of  all  the  buildings  located  within  the  limits  of  any 
city  block  might  establish  a  joint  private  branch  exchange 
and  require  all  tenants  to  take  their  service  from  that 
source. 

At  the  time  of  the  hearing  upon  this  matter,  one  of  the 
terms  and  conditions  applicable  to  all  contracts  for  tele- 
phone service  was  as  follows : 

"Use  of  Inalrunentg  and  Apparatus.  The  instruments  and  apparatus 
fnmished  to  the  suhscriber  shall  be  carefully  used  in  accordance  with  the 
rales  of  the  company;  shall  not  be  removed  from  the  Bubacriber's  prem- 
ises nor  connected  with  any  instrument  or  apparatus  not  furnished  by  the 
company;  shall  be  used  by  the  subscriber,  hia  agents  or  employees  only 
when  engaged  in  his  business  and  shall  not  be  used  in  any  way  in  com- 
petition with  the  business  conducted  by  the  company."     (Italics  ours.*) 

This  provision  -would  undoubtedly  prevent  the  present 
use  of  private  branch  exchange  service  by  hotels,  and  stand 
in  the  way  of  an  extension  of  such  practice  along  the  lines 
above  indicated.  Since  the  hearing,  however,  the  company 
has  attempted  to  change  this  regulation,  so  that  the  restric- 
tion which  limits  the  use  of  the  instruments  to  the  sub- 
scriber, his  agents  or  employees,  shall  apply  only  to 
unlimited  service,  and  not  to  measured  service  such  as  is 
received  in  connection  with  private  branch  exchanges.  In 
the  opinion  of  the  Commission  this  change  has  not  been 
lawfully  made,  since  the  statute  (Statutes  1913,  Chapter 
784,  Section  20)  provides  that  no  change,  shall  be  made  in 
any  rate  "  or  in  any  rule,  regulation  or  form  of  contract  or 
agreement,  in  any  manner  affecting  the  same  ' '  except  upon 

•  The  Commission's.  ■ 
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thirty  days'  notice,  to  the;  Commission,  and  no  such  notice 
has  ever  been  given.  For  present  purposes,  however,  we 
think  it  desirable  not  to  rest  the  case  upon  a  regulation 
of  the  company  which,  if  it  has  not  already  been  changed, 
is  at  least  subject  to  change,  but  instead  to  deal  broadly 
with  the  matter  upon  the  basis  of  general  underlying 
principles. 

It  is  immaterial,  also,  whether  the  hotels  are  or  are  not 
making  a  profit  from  the  telephone  service.  If  the  com- 
pany is  right  in  its  view  that  any  subscriber  to  private 
branch  exchange  service  may  resell  and  make  such  charges 
as  he  sees  fit,  it  is  clearly  within  the  power  of  the  hotels  to 
reap  a  profit  if  they  care  to  do  so.  And  indeed  the  evidence 
submitted  to  show  that  they  lost  money  under  the  old 
arrangement  and  are  still  losing  under  the  new,  was  not 
at  all  convincing.  In  tlieir  computations  no  allowance  was 
made  for  the  benefit  received  from  free  telephone  inter- 
communication between  all  the  rooms  and  offices,  or  from 
the  incoming  service.  If  the  telephone  instruments  could 
not  be  used  at  all  for  outgoing  calls  and  were  available 
only  for  the  delivery  of  messages,  without  doubt  most 
hotels  would  still  be  willing  to  pay  for  the  privilege  of 
having  them  installed.  Their  present  contention  seems  to 
be  that,  unless  the  tolls  from  outgoing  service  are  sufficient 
to  cover  all  payments  to  the  telephone  company  and  other 
expenses,  there  is  a  loss  on  the  service ;  whereas  it  is  quite 
clear  that,  if  the  coUeclions  were  sufficient  to  cover  these 
costs,  the  hotels  would  profit  by  receiving  the  incoming  and 
interior  service  entirely  without  charge.  As  above  stated, 
however,  the  question  of  gain  or  loss  is  immaterial,  in  our 
judgment,  and  need  not  be  pursued. 

Within  by  far  the  greater  part  of  the  territory  which  it 
serves,  the  New  England  Telephone  and  Telegraph  Com- 
pany is  the  only  concern  which  has  been  authorized  by  law 
to  carry  on  a  telephone  business.  It  has  full  authority  to 
supply  the  needs,  in  this  respect,  of  all  individuals  or  cor- 
porations; and  within  the  limits  of  the  Commonwealth  this 
Commission  has  equally  comprehensive  jurisdiction. over 
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the  rates  which  it  charges.  The  public  policy,  in  other 
words,  has  favored  a  unified  service,  with  undivided  and 
centralized  responsibility.  If  subscribers,  however,  may 
purchase  service  in  bulk  and  resell  it  to  others,  either  they 
must  be  regarded  as  additional  common  carriers,  subject 
to  the  supervision  of  the  Commission  and  to  the  duty  of 
publishing  and  filing  the  rates  which  they  charge  and 
dividing  responsibility  with  the  telephone  company,  or  else 
there  is  a  broad  field  of  telephone  service  over  which  the 
Commission  has  no  jurisdiction  or  regulative  powers  what- 
soever. In  our  judgment,  no  snch  authority  to  deal  in 
telephone  service  has  ever  been  granted  by  the  Common- 
wealth, and  those  who  engage  in  this  practice  do  so  without 
lawful  right. 

In  reaching  this  conclusion,  we  do  not  have  in  mind  cases 
where  subscribers  allow  an  occasional  person  to  use  the 
service  and  exact  some  charge  for  the  accommodation,  but 
instances  where  the  resale  has  attained  the  dignity  of  a 
commercial  practice  affected  ■with  a  public  interest.  Just 
where  the  line  shonld  be  drawn  we  do  not  now  undertake  to 
say.  For  the  present  it  is  suflicient  to  determine  whether 
the  case  of  the  hotels,  which  is  now  under  consideration, 
falls  within  or  without  that  line. 

As  already  stated,  hotel  telephone  service  may  con- 
veniently be  divided  for  purposes  of  discussion  into  two 
parts,  the  room  service  and  the  corridor  service.  In  the 
ease  of  the  room  service,  it  is  clear  that  the  charges  levied 
upon  the  guests  constitute  a  recognized  commercial  prac- 
tice, and  we  think  it  clear  also  that  this  practice  is  affected 
with  a  public  interest.  Counsel  for  the  hotels  argued,  in 
substance,  that  they  are  not  required  by  law  to  provide  a 
public  telephone  service,  or  indeed  any  telephone  service 
at  all;  that  they  have  a  legal  right  to  restrict  service  to 
their  guests;  that  they  do  so  restrict  it;  that  there  is  a 
distinction  which  must  be  recognized  between  the  general 
public  and  members  of  the  general  public,  like  these  guests, 
who  have  seen  fit  to  place  themselves  in  a  new  classifica- 
tion; and  that  the  service  is  in  no  sense  furnished  to  the 
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general  public  but  private  service  confined  to  a  particular 
class.  This  contention  makes  it  necessary  to  consider  the 
general  status  of  innkeepers  and  hotels. 

Hotels  are  in  a  very  definite  sense  public  focusing  or 
assembling  places.  Their  guests  come  not  only  from  all 
parts  of  this  country  but  from  all  over  the  civilized  world. 
They  are  established  and  maintained  to  serve  that  clearly 
defined  portion  of  the  public  for  whom  the  law  has  always 
been  solicitous,  viz:  travelers  and  strangers.  It  is  the 
same  section  of  the  public  which  is  served  by  common  car- 
riers of  passengers,  and  the  liability  of  a  proprietor  of  a 
hotel  in  conunon  law  is  like  that  of  a  common  carrier.  See 
Mason  v.  Thompson,  9  Pick.  280.  The  opening  of  a  hotel 
is  an  invitation  to  this  public  to  become  its  guests,  and  the 
hotel  proprietor  becomes  a  kind  of  public  person  on  whom 
the  law  imposes  certain  extraordinarj-  obligations.  This 
has  been  true  for  centuries. 

"  The  ]>erson  who  erects  the  sign  chnrges  himself  to  the  Commoii- 
wealth."    See  Fex  v.  Collim,  Palmer,  372  (1623). 

Tradesmen  may  sell  to  whom  they  please  and,  speak- 
ing generally,  charge  for  their  wares  what  they  please. 
It  is  not  so  with  hotel  proprietors.  They  "  may  not 
pick  and  choose  "  their  guests,  bat  are  bound  to  receive 
up  to  the  capacity  of  their  facilities  all  transients  of 
good  character  who  apply  peaceably,  who  are  free  from 
any  contagious  or  infwtious  disease,  and  who  have  the 
ability  to  pay  for  tlioir  entertainment  and  service.  They 
cannot  set  their  own  prices,  but  are  bound  to  reasonable 
prices.  In  other  words,  they  must  serve  for  a  reasonable 
compensation  all  the  public  that  come  within  the  class  which 
the  hotels  are  established  to  serve.  And  in  the  same  sense 
that  a  booth  at  a  public  telephone  station  is  public,  or  a 
seat  in  a  parlor  car,  or  a  berth  in  a  sleeping  car,  so  is  every 
room  in  a  hotel  that  is  let  to  guests. 

While  it  may  be  true  that  there  is  no  legal  obligation  on 
the  hotel  proprietor  to  have  telephone  service  in  his  house, 
it  is  also  true  that  telephone  connection  is  not  only  a  usual 
but  an  indispensable  adjunct  to  the  running  of  a  successful 
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hotel,  at  least  in  all  urban  centers.  In  other  words,  a 
general  profession  or  understanding  that  a  hotel  has  tele- 
phone connection  for  the  use  of  its  guests  is  a  prime  neces- 
sity nnder  modem  conditions.  This,  however,  is  of 
secondary  consequence.  The  essential  fact  is  that,  when 
telephone  service  is  provided  by  a  hotel,  it  is  offered  for 
the  use  of  a  well  recognized  section  of  the  general  public, 
constantly  shifting  in  its  make-up  and  to  which  any  member 
of  the  general  public  may  at  any  time  belong. 

"  It  IB  ordinarily  said  that  those  who  undertake  a  pnblio  serviee  owe 
n  daty  to  the  public  in  general,  whatever  may  be  their  inclinations.  Bnt 
it  will  be  fonnd  upon  inqniry  that  in  the  case  of  eveiy  oallinf;,  Hrviee 
is  legally  due  to  penons  belonginE  to  a  special  class  and  not  to  every 
member  of  the  public,  as  such."  See  Wyman  on  Public  Serviee  Corpo- 
rationa,  Section  360. 

-Thus,  the  duty  of  carriers  of  passengers  and  innkeepers 
is  to  travelers;  the  duty  of  gas  and  electric  companies 
and  sirailiar  utilities,  to  the  occupiers  of  premises;  the  duty 
of  sleeping  and  parlor  car  companies,  to  passengers  on 
trains,  etc. 

There  can  be  no  doubt,  we  feel,  that  the  commercial  prac- 
tice of  the  hotels  in  selling  telephone  serviee  to  guests  in 
rooms  is  affected  with  a  public  interest.  If  this  be  true  of 
the  room  service  a  fortiori  it  is  true  of  the  corridor  service, 
for  the  latter  is  not  even  confined  to  the  use  of  guests  but  is 
open  indiscriminately  to  all  persons  who  may  be  within  the 
building  and  willing  to  pay  the  10-cent  charge. 

It  is  quite  possible  that  the  motives  of  the  hotels  in  this 
matter  are  not  open  to  serious  criticism,  and  it  may  also  he 
a  fact,  although  this  is  more  doubtful,  that  their  guests  find 
no  fault  with  the  present  arrangement.  But  all  this  has 
little  bearing  upon  the  real  underlying  issue,  which  is  that 
the  telephone  company  is  dividing  responsibility  for  a  por- 
tion of  its  service,  placing  private  parties  in  a  position 
where  they  can  deal  with  a  section  of  the  general  public 
and  make  such  charges  for  the  service  as  they  see  fit  The 
following  statement  made  by  counsel  for  the  hotels  at  the 
public,  hearing  is  significant  in  this  connection  (Beeord, 
p.  121): 
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"  Commiasiitntr  Ruaaell.  Would  you  say,  Ur.  Sollivan,  that  there  is  any 
limit  to  what  the  hotels  may  charge  except  their  own  conscienee  or  opinion 
of  what  was  advisable  t 

JIfr.  Sullivan.  I  aay  no.  In  my  view  of  the  law,  assuming  this  is  a 
private  service,  there  is  no  limit. 

Commissioner  Russell.  If  you  are  right,  they  may  chai^  any  figure 
th^  can  collect  t 

Mr.  Sullivan.  There  is  no  doubt  about  it,  but  I  am  equally  sure  that  a 
hotel  would  have  common  sense  enoi^h,  and  a  desire  to  please  gueets  so 
that  it  would  not  chajge  an  extortionate  rate." 

The  service  does  not  differ,  of  course,  from  the  service 
furnished  elsewhere.  Standard  instmraents  are  used,  and 
no  special  attention  or  facilities  are  afforded  by  the  tele- 
phone company  beyond  what  are  generally  provided.  At 
some  of  the  hotels  the  surroundings  are  attractive  and 
various  courtesies  are  extended,  but  these  have  no  direct 
connection  with  the  actual  telephone  service  and  compensa- 
tion for  such  accommodation  is  received  in  other  ways. 
As  matters  now  stand,  10  cents  is  charged  at  hotels  for 
precisely  the  same  service  which  is  furnished  at  public  pay 
stations  for  5  cents;  and  there  is  nothing  to  prevent  the 
10-cent  rate  from  being  increased  without  limit. 

Viewed  in  the  most  favorable  light,  the  practice  has 
undesirable  and  dang'erous  possibilities,  and  in  oar  opinion 
it  is  also  contrary  to  law.  It  may  be  argued  that,  if  the 
transactions  of  the  hotels  in  telephone  service  are  affected 
with  a  public  interest,  the  remedy  is  to  regulate  the  charges 
which  they  make.  This  is,  in  fact,  substantially  the  position 
taken  by  the  company  in  its  brief. 

"  If  upon  any  investigation  which  this  Honorable  Commission  sees  fit- 
to  institute  it  is  found  that  any  hotel,  or  in  fact  any  corporation,  indi- 
vidual or  association,  is  furnishing  or  rendering  telephone  service  for 
public  use  within  the  Commonwealth,  such  corporation,  association  or 
individual  has  constituted  itself  a  carrier  within  the  purview  of  the  sec- 
tion hereinafter  quoted,  and  has  become  subject  to  the  jurisdiction  and- 
re^lation  of  this  Conimission. 

The  fear,  therefore,  concerning  the  subletting  of  its  business  by  the 
telephone  company  is  unfounded.  That  the  telephone  company  would  so 
sublet  its  business  is  a  possibility  so  remote  as  te  be  unworthy  of  serious 
coosideratien.     However,  if  it  should  do  so '  the '  persons,  finna  or  oor- 
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ponttiona  to  wh<»n  such  business  might  be  sublet  will  be  sabject  to  the 
same  regulsting  authority  which  today  r^nlates  the  rates  and  services  of 
all  carrierB  under  the  Act." 

But  this  is  an  inadequate  view  of  the  matter,  for  the 
hotels,  as  their  counsel  has  pointed  out, 

"  were  not  incorporated  for  the  purpose  of  rendering  a  public  tele- 
phone service  " 

and  have  no  lawful  authority  either  to  furnish  or  to  join 
ill  furnishing  or  to  deal  in  such  service.  Within  the 
territory  in  question,  there  is  but  one  agency  which  has  been 
anthorized  by  the  Conunonwealth  to  supply  and  deal  in 
telephone  service,  and  that  agency  is  the  New  England 
Telephone  and  Telegraph  Company.  It  is  given  undivided 
responsibility  and  cannot,  in  our  judgment,  shirk  or  avoid 
that  responsibility  by  selling  its  service  in  wholesale  quanti- 
ties and  permitting  others  to  retail  it  to  the  public. 

It  remains  to  determine  the  action  which  should  he  taken 
by  the  company  to  bring  itself  into  right  relations,  in  this 
respect,  with  the  public  which  it  has  been  created  to  serve. 
The  first  step,  we  believe,  should  be  a  proper  restriction  of 
private  branch  exchange  service,  as  furnished  to  hotel  com- 
panies or  other  licensed  innkeepers.  This  can  be  done  by 
adopting  and  enforcing  the  condition  that  any  service  so 
furnished  shall  not  be  resold  by  the  subscriber  to  the  public 
or  any  section  thereof,  either  directly  or  indirectly,  through 
a  charge  for  the  use  of  the  instruments  and  apparatus. 
In  other  words,  this  form  of  service  shoidd  be  what  its  name 
implies,  private  rather  than  public. 

The  manner  in  which  the  guests'  service,  in  our  judgment, 
should  be  supplied  may  be  illustrated  by  a  precedent  which 
has  already  been  established.  Pi'ovision  is  made  in  the 
company's  contract  practices  for  the  establishment  of 
branch  exchange  public  telephone  stations  in  hotels,  clubs 
or  other  similar  locations  where  public  telephdne  stations 
are  necessary.  These  stations  furnish  service  on  the  same 
general  basis  as  the  ordinary  public  pay  stations,  except 
that  calls  are  handled  through  a  local  SMutchboard,  and  the 
patron,  instead  of  depositing  the  amount  of  the  charge  in 
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a  coin  bos,  pays  it  to  the  proprietor,  who  acts  as  agent  for, 
and  accounts  to  the  company.  In  both  cases  a  flat  rate  of 
5  cents  is  charged  for  all  local  calls,  and  the  proprietor 
receives  the  same  percentage  of  the  receipts  as  a  commis- 
sion on  the  business  transacted.  AVhere  the  total  receipts 
exceed  $100  a  year  this  commission  in  the  metropolitan 
district  is  equivalent  to  1  cent  on  each  5-cent  call,  wilh  a 
similiar  percentage  on  long  distance  business.  Under  exist- 
ing contracts  for  public  branch  exchange  service  the  com- 
pany furnishes,  without  charge,  a  switchboard  and  its 
equipment  and  all  necessary  trunk  lines,  but  makes  a 
monthly  charge  of  25  cents  {minimum  $1.75  per  year)  for 
each  tfelephone  instrument  (minimum  30  stations)  to  cover 
its  use  by  the  agent  for  intercommunicating  purposes,  and 
may  also  require  the  agent  to  assume  proper  installation 
and  maintenance  charges.  The  agent  also  furnishes  the 
necessary  operators  at  his  own  expense,  presumably  upon 
the  theory  that  the  commissions  upon  the  relatively  large 
volume  of  business  handled  will  be  ample  to  provide  for  this 
expense. 

.  This  arrangement,  we  understand,  has  been  established 
principally  for  the  accommodation  of  summer  hotels  to 
provide  their  guests  with  long  distance  telephone  facilities, 
and  it  is  quite  possible  that  it  may  not  be  adapted  in  pre- 
cisely its  present  form  to  the  service  now  under  considera- 
tion. We  believe,  however,  that  an  equitable  arrangement 
of  similar  nature  can  be  devised  which  will  cover  the  neces- 
sities of  the  situation,  enabling  patrons  to  secure  service 
at  the  regularly  established  rates  and  dealing  fairly  with 
both  the  hotels  and  the  company.  If  the  hotel  company,  for 
the  more  convenient  and  economical  handling  of  its  own 
private  business,  should  desire  to  become  a  subscriber  to 
the  regular  exchange  service  at  the  established  rates,  that 
service  and  the  room  service  under  the  public  branch 
exchange  arrangement  could  probably  be  furnished  over 
separate  trunk  lines  to  the  same  switchboard,  and  handled 
by  the  same  operators.  The  corridor  service  might  be 
operated  directly  by  the  telephone  company,  as  in  the  past, 
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under  a  contract  providing  for  the  payment  of  a  fixed 
annual  rental  for  the  space  occupied,  or,  at  the  option  of 
the  hotels,  might  be  eoinbinod  with  the  room  service  under 
the  new  arrangement.  If  the  latter  plan  were  adopted, 
the  hotels  could  confine  the  service,  even  in  the  corridors, 
if  they  saw  fit,  to  the  use, of  the  gnests.  Just  as  the  hotels 
themselves  are  obliged  by  law  to  only  serve  travelers,  this 
form  of  public  telephone  service  in  the  hotels  could  rea- 
sonably be  confined  to  the  well  ret^ognized  section  of  the 
public  which  the  guests  constitute.  In  order  that  there  may 
be  reasonable  opportunity  for  all  interested  parties  to  con- 
sider and  be  heard  upon  the  terms  of  the  new  arrangement 
l>efore  they  are  definitely  fixed,  the  order  of  the  Commis- 
sion requiring  the  discontinuance  of  the  present  practice, 
which  is  entered  below,  is  made  effective  on  December  1, 
1918,  and  the  company  is  directed  on  or  before  November 
1,  1918,  to  submit  to  the  Commission  for  its  approval  a 
tentative  plan  and  schedule  for  the  furnishing  of  hotel 
telephone  service  upon  the  suggested  new  basis. 

Order. 

In  the  above-entitled  case,  it  appearing  that  full  investi- 
gation of  the  matters  and  things  involved  has  been  had  and 
that  the  Commission,  on  tlie  date  hereof,  has  made  and  filed 
a  report  containing  its  findings  of  fact  and  conclusions 
thereon,  which  said  report  is  hereby  referred  to  and  made 
a  part  hereof, 

//  is  ordered,  That  on  and.  after  the  first  day  of  Decem- 
ber, 1918,  all  telephone  companies  doing  business  within  the 
Commonwealth  be,  and  they  are  hereby,  required  to  cease 
to  render  to  licensed  innkeepers,  private  branch  exchange 
telephone  service,  except  upon  the  condition  that  the  service 
so  furnished  shall  not  be  resold  by  the  subscriber  to  the 
public  or  any  section  tViereof,  either  directly  or  indirectly 
through  a  charge  for  the  use  of  the  instrmnents  and 
apparatus. 

//  is  further  ordered.  That  on  or  before  the  first  day  of 
November,  1918,  said  telephone  companies  be,  and  they  are 
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hereby,  required  to  file  with  the  Commission  schedules, 
effective  on  the  first  daj  of  December,  1918,  subject  to  its 
approval  after  public  liearing,  under  which  licensed  inn- 
keepers, may,  as  agents  for  the  telephone  company,  provide 
telephone  service  in  tlieir  rooms,  or  in  their  rooms  and 
corridors,  at  the  regular  rates  charged  from  public  pay 
stations. 

It  is  further  ordered,  That  a  copy  of  this  order  be  filed 
at  the  office  of  the  Commission  and  that  copies  be  forth- 
with served  upon  all  telephone  companies  operating  within 
the  Commonwealth. 

September  30,  1918. 
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Vauley  Home  Telephohe  Company  v.  Unjon  Telephone 

Company  and  Michigan  State  Telephone  Company. 

Decided  August  6,  1918. 

JwiidictloiL  of  Railroad  Oominiisioii  over  Phsndcal  Ootmection  Aktm- 
maute  B«tWMiL  Tftlephoiw  OompaniM  Held  to  PreTent  Snit 
for  Spedflc  Fnf ormance  of  Physical  Oonnectioii  Oon- 
tracta  niLtil  Jnrisdiction  was  Exerdsed. 
On  August  6,  1918,  the  Saginaw  County  Circuit  Court  dissolved  its 
temporary  restraining  order,  and  dismissed  tlic  bill  of  Valley  Home  Tele- 
phone Company,  which  sought  specific  performance  of  a  contract  for 
physical  connection,  which  it  was  alleged  a  proposed  consolidation  of 
defendants  would  impair,  upon  the  ground  that  such   a  consolidation 
agreement  wonld  not  be  legal  until  approved  by  the  Railroad  Commission, 
whose  order  the  courts  could  review  and,  therefore,  the  court  would  not 
act  until  the  Commission  bad  acted. 

The  Commission  later  approved  said  consolidation,  subject  to  plain- 
tifiTa  rights.     (See  following  case.) 


In  re  Application  of  Union  Telephone  Company  and 
Michigan  State  Telephone  Company  fob  Authority 
TO  Enter  Into  ak  Agreement  Relative  to  the 
Exchange  and  Consolidation  of  Their  Properties. 

T-200. 

Bedded  October  11,  1918. 

OonwoUdation  of  Oompaniea,  Subject  to  Traffic  Agreementi  Previously 
Entwvd  Into  wttii  Other  OcnnpaoleB,  Authorized. 

Opinion  and  Obder. 
The  application  and  petition  of  the  above-named  peti- 
tioners was  filed  with  the  Commission  on  the  fifth  day  of 
149 
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September,  1918,  under  the  provisions  of  Act  206,  Public 
Acts  of  Michigan  of  the  year  1913,  praying  for  an  order 
authorizing  said  petitioners  to  -finally  enter  into  a  contract  ■ 
relative  to  the  exchange  and  consolidation  of  certain  of 
their  properties,  and  for  the  approval  by  the  Commission 
of  the  said  contract. 

And  the  said  matter  having  been  set  for  hearing  before 
the  Commission  upon  the  nineteenth  day  of  September, 
1918,  at  10  o'clock  in  the  forenoon,  and  the  V-alley  Home 
Telephone  Company  ha\dng  appeared  in  said  cause  as  an 
intervenor  and  filed  its  pleading  therein  praying: 

"  That  the  Union  Telephone  Company  and  Michigan  State  Telephone 
Company  be  required  to  recognize  and  perform  the  contract  of  Valley 
Home  Telephone  Company  dated  May  20,  1899,  and  that  any  transfer  or 
exchange  of  properties  authorized  by  order  of  Michi^n  Railroad  Coni- 
miss-on  herein  be  made  subject  to  said  contract. 

Tliftt  said  telephone  companies  be  required  to  send  Valley  Home  Tele- 
phone Company  from  the  terrJtor;.'  affected  by  said  proposed  exchange  of 
properties,  the  same  proportion  of  toll  business  as  Valley  Home  Tele- 
phone Company  has  in  the  past  received  therefrom. 

That  said  telephone  companies  be  required  to  have  the  exchanges  and 
lines  of  Valley  Home  Telephone  Company  in  the  cities  of  Saginaw  and 
Bay  City  connected  with  all  the  toll  lines  or  circuits  now  owned  or  hcr&; 
after  acquired  by  Union  Telephone  Company  or  Michigan  State  Telephone 
Company,  entering  either  of  said  cities,  or  transmitting  toil  messages 
thereto  or  therefrom,  in  such  a  manner  and  to  such  an  extent  that  all 
Valley  Home  telephone  users  will  have,  upon  exactly  the  same  terms  and 
conditions  and  without  discrimination,  the  same  telephone  service  over 
said  circuits  or  any  of  them  as  do  or  will  the  telephone  users  of  either  the 
Union  Telephone  Company  or  Michigan  State  Telephone  Company  in 
said  cities,  or  any  other  city  or  point  on  said  toll  lines  or  circuits,  or  on 
any  circuit  or  circuits  affected  by  said  proposed  exchange  of  properties." 

And  the  Clinton  Telephone  Company  and  the  Ovid 
Mutual  Telephone  Company  having  appeared  in  said  pro- 
ceeding by  George  Hunter,  their  attorney,  and  orally  pre- 
sented their  respective  claims  substantially  as  follows: 
That  the  proposed  exchange  of  properties  and  consolida- 
tion thereof  should  not  be  permitted  to  reduce  the  facilities 
now  accessible  to  the  subscribers  of  the  intervening 
companies; 
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And  it  having  been  niade  to  appear  to  the  Commission 
from  said  petition  and  the  testimony  and  documents  pre- 
sented in  support  thereof,  and  from  the  intervening  petition 
of  the  Valley  Home  Telephone  Company  and  from  the  oral 
statements  made  upon  behalf  of  said  Clinton  Telephone 
Company  and  said  Ovid  Mutual  Telephone  Company,  that 
the  Union  Telephone  Company  owned  certain  telephone 
facilities  and  operated  certain  telephone  exchanges 
and  toll  lines  within  the  territory  indicated  by  a  map 
thereof  filed  in  this  proceeding  as  Exhibit  No.  5,  and 
that  t"he  Michigan  State  Telephone  Company  owns  cer- 
tain"  telephone  facilities  and  operates  certain  exchanges 
and  toll  line  facilities  within  the  same  territory,  and 
that  at  various  points  within  said  territory  each  of  said 
companies  operates  a  telephone  exchange,  each  inde- 
pendent of  the  other  and  not  connected  together,  and  that 
at  certain  points  within  said  territory  one  of  said  com- 
panies operates  a  telephone  exchange  and  the  other  of  said 
companies  operates  a  telephone  pay  station  for  toll  line 
service  separate  from  and  not  connected  with  the  local  tele- 
phone exchange;  that  at  various  points  in  said  territory 
said  companies  have  connected  with  their  facilities,  the  tele- 
phone lines  and  facilities  of  certain  other  independent 
locally  owned  telephone  utilities,  and  that  public  con- 
venience and  necessity  will  be  conserved  by  the  merger  and 
consolidation  of  the  properties  of  said  applicants  as  pro- 
posed by  the  contract  attached  to  and  made  a  part  of  their 
application  in  this  proceeding,  and  that  such  merger,  sale 
or  exchange  of  properties  and  consolidation  of  properties 
are  in  furtherance  of  public  convenience  and  necessity; 

And  it  further  having  been  made  to  appear  that  the 
property  which  is  to  be  exchanged,  sold  and  consolidated 
under  the  terms  of  said  proposed  contract  has  been  inven- 
toried and  appraised  and  detailed  inventory  and  appraisals 
have  been  filed  as  a  part  of  the  proofs  in  this  proceeding, 
■  from  which  it  appears  that  the  property  which  the  Michi- 
gan State  Telephone  Company  proposes  to  sell  to  the  Union 
Telephone  Company  is  of  the  value  of  $319,444.10,  and  that 
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the  property  of  the  Union- Telephone  Company,  which  it 
proposes  to  sell  to  the  Michigan  State  Telephone  Company 
is  of  the  value  of  $157,610.99,  indicating  a  net  difference'  in 
valuation  of  property  to  he  sold  or  exchanged  according 
to  said  appraisal  of  $161,833.11 ;  and  it  appearing  that  said 
appraisals  were  fairly  and  accurately  made  and  that  they 
included  only  tangible  properties  of  said  petitioning  com- 
panies, and  that  due  and  proper  deductions  have  been  made 
from  reproduction  cost  new  to  cover  the  depreciated  con- 
dition of  said  properties :  and  it  further  appearing  that  the 
net  amount  of  money  to  be  paid  by  the  Union  Telephone 
Company  to  the  Michigan  State  Telephone  Company  to 
adjust  said  difference  in  appraised  value  is  but  approxi- 
mately 78  per  cent,  of  said  net  difference  in  appraised 
value,  or  $125,857,  whereby  it  is  made  to  appear  to  the 
Commission  that  the  property  to  be  sold  or  exchanged  is 
of  at  least  the  value  at  which  it  is  to  be  taken ; 

And  it  appearing  to  the  Commission  that  the  property  " 
of  the  Union  Telephone  Company  is  free  and  clear  from 
all  liens  and  incumbrances,  but  that  the  property  of  the 
Michigan  State  Telephone  Company  is  subject  to  certain 
liens  and  incumbrances  which,  however,  are  to  be  removed 
from  the  property  which  the  Michigan  State  Telephone 
Company  proposes  to  convey  to  the  Union  Telephone  Com- 
pany so  that  the  Union  Telephone  Company  will  take  title 
to  certain  properties  free  and  clear  of  all  such  liens  and 
encumbrances ; 

And  it  further  being  made  to  appear  to  the  Commission 
that  the  execution  of  said  agreement,  and  the  exchange,  sale 
and  consolidation  of  the  facilities  as  provided  by  its  terms, 
will  resolt  in  substantially  extending  the  telephone  services 
available  to  telephone  subscribers  within  the  territory 
specified  and  in  facilitating  the  transmission  of  so-called 
toll  or  long  distance  telephone  messages  within  said  terri- 
tory and  other  telephone  patrons  throughout  the  State  and 
will  not  in  any  instance  or  respect  reduce  the  service  now 
being  given  to  any  telephone  patron  and  deprive  them  of 
any  connection  or  services  which  they  now  enjoy; 
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Therefore,  by  virtue  of  the  authority  vested  in  this 
Commission  by  law,  it  is  ordered, 

1.  That  said  contract  attached  to  and  made  a  part  of  the 
application  of  said  Union  Telephone  Company  and  Michi- 
gan State  Telephone  Company  be,  and  the  same  is  hereby, 
approved  and  the  parties  thereto  are  hereby  authorized  to 
enter  into,  execute  and  perform  the  same,  subject  to  the 
expressed  provisions  of  this  order  hereafter  specified. 

2.  No  change  in  any  existing  rate,  charge  or  practice  at 
any  of  the  places  within  the  territory  specified  shall  be 
made  by  either  party  except  upon  further  application  to 
and  order  of  this  Commission. 

3.  All  long  distance  or  toll  calls  involving  the  use  of  any 
of  the  facilities  of  either  of  the  said  petitioning  companies 
or  any  of  their  respective  connecting  companies  within  the 
territory  specified  shall  be  so  routed  as  to  give  to  the  public 
the  most  expeditious  and  efficient  services,  and  so  as  to  ter- 
minate in  the  exchange  to  which  the  person  called  (if  a 
telephone  subscriber)  is  a  sobacriber. 

4.  _  That  in  all  matters  of  service,  rates,  rentals,  charge^, 
rules  or  regulations,  the  contract  between  the  parties,  and 
the  relations  of  the  petitioners  themselves,  or  between 
themselves  and  the  public  or  any  other  connecting  tele- 
phone company  or  utility,  shall  be  subject  to  such  further 
order  as  may  from  time  to  time  be  issued  under  the  author- 
ity of  this  State  in  the  exercise  of  any  lawful  regulatory 
powers. 

5.  That  the  patrons  of  each  of  said  petitioning  companies 
and  the  patrons  of  any  of  the  coimecting  companies  now 
having  access  to  or  ser\'ice  over  the  lines  or  facilities  of 
said  petitioning  companies,  respectively,  shall  continue  to 
have  and  enjoy  all  of  such  facilities,  and  in  addition  thereto 
shall  have  access  to  and  service  over  the  lines  and  facilities 
acquired  by  said  petitioning  companies  respectively,  sub- 
ject to  the  established  rates,  tolls  and  charges  for  such 
service. 

6.  That  within  thirty  days  from  and  after  the  date  of 
this  order  each  of  the  said  parties  to  the  proceeding  shall 
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file  with  the  Commission  their  written  aceeptaiice  of  the 
-  terms  of  said  order,  and  that  within  ninety  days  from  the 
date  of  this  order  said  Union  Telephone  Company  and 
Michigan  State  Telephone  Company  shall  file  with  the  Coin- 
miBsioQ  their  joint  service  report  verified  in  writing  show- 
ing the  execution  of  said  contract  as  modified  by  the  terms 
of  this  order  and  the  transfer  and  consolidation  of  property 
and  facilities  thereunder,  or  so  much  of  said  transfer  and 
consolidation  aa  shall  have  then  been  consummated,  and 
shall  file  like  report,  showing  its  progress  in  the  matter  of 
its  transfer  and  consolidation  of  facilities,  in  writing  at  the 
end  of  each  sixty  days  thereafter,  until  the  terms  of  this 
order,  and  of  said  contract  as  modified  by  the  order,  shall 
have  been  fully  performed. 

/(  is  further  ord-ered,  That  a  verified  copy  of  this  order 
he  served  upon  the  Michigan  State  Telephone  Company  by 
delivering  said  copy  to  Thomas  G.  Long,  attorney  for  said 
company ;  upon  the  Union  Telephone  Company  by  deliver- 
ing a  copy  thereof  to  Wm.  A.  Balke,  attorney  for  said  eom- 
p^uiy ;  upon  the  Valley  Home  Telephone  Company  by  deliv- 
ering said  copy  to  A.  H.  McMillen,  attorney  for  said  com- 
pany; upon  the  Clinton  Telephone  Company  and  the  Ovid 
Mutual  Telephone  Company  by  delivery  of  said  copies  to 
George  Himter,  attorney  for  said  companies,  and  that  each 
of  said  attorneys  forthwith  acknowJedge  receipt  of  said 
copy. 

Dated  October  11, 1918. 
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MINNESOTA. 
Railroad  and  Warehouse  Commission. 
In  le  Applicatjon  of  Wobthinoton  Telephone  Company 
FOR  Authority  to  In(;rea.se  Rates  for  IjQCAL  Service 

AT  WORTIIINGTON. 

Decided  October  16,  1918. 

XncTMw  in  Bates  Antborued  —  DiBciimlna.tioii  EHmlnated  —  Uniform 
Srstem  of  Aocoonts  Ordored  Installed. 

Opinion  and  Order. 

Pursuant  to  notice,  hearing  in  the  above  matter  was 
held  at  Worthington,  Minnesota,  Mareh  21,  1918. 

The  Worthington  Telephone  Company  has  for  a  number 
of  years  operated  a  local  exchange  at  Worthington,  Minne- 
sota, and  rural  lines  in  the  vicinity  thereof,  and  now  serves 
approximately  763  local  and  rural  stations.  The  present 
rates  of  the  company  arc  as  follows: 

Per  Month 
Gross 

Individual  line  bnsiness $2  26 

Two-jiarty  line  business 2  25 

Individual  line  residence 1  25 

Two-party  line  residence 1  25 

Desk  telephones  in  reudenccs 1  50 

Uulti-party,  mral 1  25 

Per  Annum 
Gross 

Rant  switchinf;   $5  00 

A  disconnt  of  25  cents  per  month  is  allowed  from  the  above  rates  for 
prompt  payment,  except  that  in  the  case  of  mral  switching  a  discount  of 
25  cents  per  quarter  is  allowed  for  prompt  payment. 
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The  petitioner  seeks  authority  to  place  in  effect  the 
following  rates : 

Per  Mouth 

Individual  line  business $2  75 

Two-party  line  bnsiness 2  25 

Individual  line  residence. . . ; 1  75 

Two-party  line  residence 1  50 

Four-party  line  residence 1  25 

Rural  multi-party 1  25 

Per  Month 
Grots 

Rural  switching $6  00 

A  discount  of  25  cents  per  month  to  be  allowed  from  the  above  rates  if 
the  bill  is  paid  on  or  before  the  sixteenth  of  the  month  in  which  the 
service  is  rendered,  except  for  rural  switching  a  discount  of  25  c«nts  per 
quarter  will  be  allowed  if  the  bill  is  paid  by  the  sixteenth  of  the  first 
month  of  the  quarter. 

During  the  past  year  the  company  has  converted  its 
plant  from  a  magneto  to  a  central  energy  system,  which 
improvements  have  materially  increased  the  company's 
investment  in  the  property.  The  company  furnished  an 
inventory  of  the  property  and  the  Commission  has  made 
an  exhaustive  examination  of  the  books  and  records  of 
account  of  the  company.  Investigation  shows  that  the  com- 
pany is  furnishing  telephone  service  to  numerous  subscrib- 
ers at  special  rates  lower  than  the  rates  on  file  with  this 
Commission,  which  is  unlawful  and  discriminatory;  also 
that  the  records  of  the  company  are  not  kept  in  accordance 
with  the  uniform  system  of  accounts  adopted  by  this 
Commission. 

Upon  consideration  of  the  evidence  filed  and  the  investi- 
gation of  the  records  of  the  company,  the  Commission  finds 
that  the  rates  petitioned  for  are  fair  and  reasonable  rates 
and  will  not  yield  more  than  sufficient  revenue  to  provide 
for  tlie  necessary  operating  expenses,  depreciation  and  a 
fair  return  upon  the  investment.  * 

It  is,  therefore,  ordered,  That  the  Worthington  Tele- 
phone Company  be,  and  the  same  is  hereby,  authorized  to 
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place  in  eifect,  as  of  November  ],  1918,  the  following  sched- 
ule of  rates  for  local  telephone  service  tit  Worthington, 
Minnesota: 

Per  Month 

Jndividnal  line  business $2  75 

Two-party  line  business 2  25 

ladividiial  line  residence 1  75 

Two-party  line  residence 1  50 

Four-party  line  residence 1  25 

Rural  multi-party  1  25 

Per  Annvm 

Rnial  switching    $5  00 

A  t^Hconnt  of  25  cents  per  month  is  to  be  allowed  from  the  above  rates 
if  the  bill  is  paid  on  or  before  tlie  sixteenth  of  the  month  in  which  the 
service  is  rendered,  except  that  jTiral  switching  rates  are  payable  quart«rly 
in  advance,  and  a  discount  of  25  cents  per  quarter  is  to  be  allowed  if  the 
bill  is  paid  on  or  before  the  sixteenth  of  the  first  mouth  of  the  quarter  in 
iriiich  the  service  is  rendered. 

/(  is  further  ordered,  That  the  Worthington  Telephone 
Company  immediately  discontinue  furnishing  telephone 
service  at  free  and  reduced  rates ;  also  that  it  install  a  sys- 
tem of  accounts  in  accordance  with  the  uniform  system  of 
acconnts  prescribed  by  this  Commission. 

Dated  at  St.  Paul,  Minnesota,  this  sixteenth  day  of 
October,  1918. 


In  re  Application  of  Polk  Cotinty  Telephone  Company 
FOR  Authority  to  Increase  Rates  for  Local  Service 
AT  Beltrami. 

Decided  October  19,  1918. 

IncreaM  in  Rates  Atitlioilzad  —  Two-party  Serviu  Oonsldend  UnnMM- 

uxj — TTuifonn:  Sr>t«ni  of  Accounts  Ordered  Installed. 

Opinion  and  Order. 
The  Polk  Connty  Telephone  Company  is  a  corporation 
organized  in  1905.    It  operates  a  local  telephone  exchange 
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at  Beltrami,   Minnesota,  and  rural  lines  in  the  vicinity 
thereof,  serving  approximately  67  stations;  also  rural  lines 
in  the  vicinity  of  Crookston,  Minnesota,  serving  61  stations. 
The  present  rates  of  the  petitioner  are  as  follows; 

Per  Month 

Individual  line  business $1  16  2/3 

Two-party  line  business 1  16  2/3 

Individnnl  line  residence 1  16  2/3 

Two-party  rural  (Beltrami) 1  16  2/3 

Multi-party  rural  (Crookston) 1  33  1/3 

The  petitioner  seeks  authority  to  place  in  effect  the 
following  schedule: 

Per  Month 

Individual  line  business $1  65 

Two-party  line  business 1  60 

Individual  line  residence 1  35 

Two-party  line  residence 1  25 

Multi-party  rural  rates  to  remain  as  at  present. 

Upon  investigation  of  the  books  and  records  of  account, 
it  is  found  that  the  records  are  poorly  and  incorrectly  kept 
and  not  in  accordance  with  the  uniform  system  of  accounts 
prescribed  by  this  Commission.  Until  recently  the  com- 
pany had  been  furnishing  service  to  its  stockholders  at 
preferential  rates,  and  the  present  schedule  shows  the  same 
charge  for  individual  and  party  line  service.  Although  the 
proposed  schedule  is  an  attempt  to  correct  the  discrimina- 
tory features  of  the  schedule  now  in  effect  the  investigation 
shows  that  a  schedule  containing  rates  for  tM'o-party  service 
is  unnecessary,  and  the  Commission  finds  that  a  rate  of 
$1.50  for  individual  line  business  service  and  a  rate  of 
$1.25  for  individual  line  residence  service  is  sufficient  and. 
will  provide  sufficient  revenue  to  take  care  of  the  necessary 
oi>erating  expenses,  depreciation  and  a  fair  return  on  the 
investment. 

It  is,  therefore,  ordered,  That  the  Polk  County  Telephone 
Company  be,  and  the  same  is  hereby,  authorized  to  place  in 
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(fi,  et,  as  of  November  1,  1918,  the  following  schedule  of 
rates  for  telephone  service  at  Beltrami,  Minnesota: 

Per  Month 

Individaal  line  business $1  SO 

Individual  line  residence 1  25 

Mnlti-party  niivil    1  18  2/3 

/(  is  further  ordered.  That  the  Polk  County  Telephone 
Company  install  a  system  of  accounts  in  accordance  with 
the  unifoitn  system  of  accounting  prescribed  by  this 
Commission. 

Dated  at  St.  Paul,  Minnesota,  this  nineteenth  day  of 
October,  1918. 


In   re  Applk^ation  of  Woodgate  Telephone   System  to 
Increase  Local  and  Rueai,  Rates  at  Lake  Wu-son", 

&>A^TON,  BaIATON,  CURRtE  AND  lONA. 

Decided  October  21,  1918. 

Inen«M   in   Rates   Antborited  —  Bedaction   in   Toll   Rates   to   Non- 
Sabscriben  Anthorlsed. 

Opinion  and  Order. 
The  above-entitled  matter  came  on  for  hearing  before  the 
CominisBion,  September  24  and  25,  as  follows : 

Slayton,  September  24,  10 :00  a.  m.,  Woodgate's  Hall. 
Lake  Wilson,  September  24,  3:00  p.  m.,  Council  Rooms. 
Balaton,  September  25,  10:00  a.  u.,  Reinbe's  Hall. 

There  appeared  in  behalf  of  the  company :  R.  W.  Terry, 
attorney;  J.  K-  Stone,  appraisal  engineer;  R.  C.  Kast, 
secretary,  Minnesota  Independent  Telephone  Association; 
G.  H.  Woodftate,  proprietor;  Bertha  Glarum,  bookkeeper. 
And  other  appearances  as  follows :  J.  Rath,  C.  F.  Karsten, 
J.  K.  Campbell,  G.  W.  Reigelsberger,  E.  V.  O'Brien,  B.  I. 
Weld,  all  of  Slayton,  Minnesota;  Dr.  J.  J.  Balcom,  Lake 
Wilson ;  Mr.  Oherg,  Lake  Wilson. 
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The  application  seeks  to  put  into  effect  the  following 
telephone  rates: 

Slayton: 

Ittdividn^  line,  business $2  75  per  tuoQtli  gross 

Individnal  line,  residence  (wall  set) ...  1  75  per  month  gross 

FooT-party  line,  residence  (wall  set)..  1  25  per  month  gross 

Rural  mnlti-party  (company  owned)..  1  75  per  month  gross 

Extension  sets,  business  or  reeidence. . .  50  per  month  net 

Desk  seta,  residence  service 25  per  month  net  additional 

Extension  bells 2  00  per  year 

Lake  Wilaon,  lona,  Currie  attd  Balaton: 

Individual  line,  business $2  50  per  month  gross 

Individual  line,  residence  (wall  set) ...  1  50  per  month  gross 
Four-party  line,  residence  (wall  set)..  1  25  per  month  gross 
Rural  multi-party  (company  owned)..  1  75  per  month  gross 
Extension  sets,  business  or  residence. . .  60  per  month  net 

Desk  sets,  residence  service 25  per  month  net  additional 

Extension  bells 2  00  per  year 

All  rates  to  be  payable  quarterly  in  advance  with  a  discount  of  76  cents 
for  gross  rates  if  paid  on  or  before  the  fifteenth  day  of  the  first  month 
of  the  quarter;,  a  discount  oi  50  cents  if  paid  on  or  before  the  fifteenth 
of  the  second  month  of  the  quarter,  and  a  discount  of  25  cents  if  paid  on 
or  before  the  fifteenth  of  the  third  month  of  the  quarter. 

A  toil  rate  of  10  cents  for  three  minutes  and  5  cents  for  each  additional 
minute  between  any  one  of  the  above  exchanges  and  Slayton  sent  over 
the  toll  circuits  of  said  applicant. 

The  telephone  company  has  filed  with  this  Commission 
as  part  of  the  testimony  a  valuation  of  its  properties  whieli 
this  Commission  has  caused  to  be  checked,  and  the  Com- 
mission finds  that  the  valuation  placed  upon  the  property 
is  a  reasonable  value.  The  company  under  its  present 
rates,  with  the  increased  costs  arising  from  the  abnormal 
conditions,  shows  that  the  company  is  making  a  return  of 
approximately  6  per  cent,  on  its  present  value ;  this  return 
to  provide  for  depreciation  and  return  on  the  investment. 

The  rates  asked  for  by  the  telephone  company,  from 
all  figures  that  the  Commission  has  at  hand,  including  such 
expenses  effective  August  1,  1918,  would  give  a  return 
which  tliis  Commission  believes  to  be  excessive. 
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The  evidence  introduced  bj'  the  telephone  company  in 
regard  to  the  placing  in  effect  of  the  toil  rate  of  10 
cents  for  three  minutes  and  5  centB  for  each  additional 
minute  between  the  exclianges  operated  by  this  telephone 
system,  shows  that  owing  to  the  fact  that  this  is  a  S-cent 
reduction  of  the  rate  charged  to  non-subscribers  for  this 
service  would  cause  a  reduction  in  the  net  return,  although 
at  the  present  time  the  telephone  company  makes  no  charge 
for  service  over  its.  entire  system  to  subscribers. 

The  Commission  feels  that  this  charge  of  10  cents  to  the 
subscribers  of  the  telephone  company  will  greatly  lessen 
the  use  of  the  toll  lines  of  the  company;  will  decrease  the 
number  of  calls  which  the  operators  will  handle,  thus 
having  a  tendency  to  reduce  the  work  in  the  operating 
department  of  the  company.  This  redaction  has  not  been 
taken  into  consideration  in  the  figures  presented  by  the 
telephone  coinpanj%  and  no  definite  conclusions  can  be 
arrived  at  without  a  trial  of  the  rate. 

The  present  rural  multi-party  rate  is  $1.00  net  to  all  rural 
subscribers.  The  telephone  company  is  maintaining 
grounded  circuits  throughout  its  entire  system  of  rural 
lines  and  from  the  evidence  of  the  subscribers  at  the  hear- 
ing is  giving  a  very  satisfactory  service.  The  proposed 
rate  would  cause  an  increase  of  50  per  cent,  to  the  rurid 
subscribers.  The  Commission  believes  that  an  increase  of 
25  cents  per  month  on  rural  rates  will  give  to  the  telephone 
company,  together  vntlT  its  other  rates  herein  allowed,  a 
reasonable  return  upon  the  property  investment.  The  tele- 
phone company  claims  a  great  increase  of  expenses  over 
and  above  that  reflected  by  its  books.  In  case,  after  a  trial 
of  the  rates  allowed  herein,  the  telephone  company  finds 
that  the  additional  revenues  obtained  by  this  increase  is 
insuflScient  to  properly  care  for  the  property  and  give  a 
return  on  the  investment,  the  telephone  company  eau 
readily  make  an  application  for  a  further  increase,  basing 
their  case  upon  the  evidence  in  the  previous  hearing  and 
its  valuation  therein  introduced,  together  with  such  fur- 
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The  application  seeks  to  put  into  effect  the  following 
telephono  rates: 

Slayton: 

ladividual  line,  business $2  75  per  month  gross 

ladividual  line,  residence  (wall  set) ...  1  75  per  month  gross 

Four-party  line,  residence  (wall  set) . .  1  25  per  month  gross 

Rural  multi-party  (company  owned) . .  1  75  per  rnont^  gross 

Extension  sets,  business  or  residence. . .  50  per  month  net 

Desk  sets,  residence  service 25  per  month  net  additional 

Extension  bells ■. . .  2  00  per  year 

Lake  Wtiaon,  lona,  Currie  and  Balaton: 

Individual  line,  business $2  60  per  month  gross 

Individnal  line,  residence  ( wall  set ) . . .  1  60  per  month  gross 
Four-party  line,  residence  (wall  set) . .  1  25  per  month  gross 
Rural  multi-party  (company  owned)..  1  75  per  month  gross 
Extension  sets,  business  or  residence. . .  50  per  month  net 

Desk  sets,  residence  service 26  per  month  net  additional 

Extension  bells 2  00  per  year 

All  rates  to  be  payable  quarterly  in  advance  with  a  discount  of  75  cents 
for  gross  nttes  if  paid  on  or  before  the  fifteenth  day  of  the  first  month 
of  the  quarter;  a  discount  ol'  60  c«nts  if  paid  on  or  before  the  fifteenth 
of  the  second  month  of  the  quarter,  and  a  discount  of  25  cents  if  paid  on 
or  before  the  fifteenth  of  the  third  month  of  the  quarter. 

A  to'il  rate  of  10  cents  for  three  minutes  and  5  cents  for  each  additional 
minnte  between  any  one  of  the  above  exchanges  and  Slayton  sent  over 
the  toll  circuits  of  said  applicant. 

The  telephone  company  has  filed  with  this  Conunission 
as  part  of  the  testimony  a  valuation  of  its  properties  which 
this  Commission  has  caused  to  be  checked,  and  the  Com- 
mission finds  that  the  valuation  placed  upon  the  property 
is  a  reasonable  value.  The  company  under  its  present 
rates,  with  the  increased  costs  arising  from  the  abnormal 
conditions,  shows  that  the  company  is  making  a  return  of 
approximately  6  per  cent,  on  its  present  value ;  this  return 
to  provide  for  depreciation  and  return  on  the  investment. 

The  rates  asked  for  by  the  telephone  company,  from 
all  figures  that  the  Commission  has  at  hand,  including  such 
expenses  effective  August  1,  1918,  would  give  a  return 
which  this  Conunission  believes  to  be  excessive. 


Digilizcd  by  Google 


ApPLICATIOS    Of    WOODGATE    TELEPHONE   STSTEM.      161 
C.  L.  84] 

The  evidence  introduced  by  the  telephone  company  in 
regard  to  the  placing  in  effect  of  the  toll  rate  of  10 
cents  for  three  minutes  and  5  cents  for  each  additional 
minute  between  the  exchanges  operated  by  this  telephone 
system,  shows  that  owing  to  the  fact  that  this  is  a  5-cent 
reduction  of  the  rate  charged  to  non-subscribers  for  this 
service  would  cause  a  reduction  in  the  net  return,  although 
at  the  present  time  the  telephone  company  makes  no  charge 
for  service  over  its.  entire  system  to  subscribers. 

The  Commission  feels  that  this  charge  of  10  cents  to  the 
subscribers  of  the  telephone  company  will  greatly  lessen 
the  use  of  the  toll  lines  of  the  company ;  will  decrease  the 
number  of  calls  which  the  operators  will  handle,  thus 
having  a  tendency  to  reduce  the  work  in  the  operating 
department  of  the  company.  This  reduction  has  not  been 
taken  into  consideration  in  the  figures  presented  by  the 
telephone  company,  and  no  definite  conclusions  can  be 
arrived  at  without  a  trial  of  the  rate. 

The  present  rural  multi-party  rate  is  $1.00  net  to  all  rural 
subscribers.  The  telephone  company  is  maintaining 
grounded  circuits  throughout  its  entire  system  of  rural 
lines  and  from  the  evidence  of  the  subscribers  at  the  hear- 
ing is  giving  a  very  salisfactory  service.  The  proposed 
rate  would  cause  an  increase  of  50  per  cent,  to  the  rural 
subscrilxirs.  The  Commission  believes  that  an  increase  of 
^  cents  per  month  on  rural  rates  will  give  to  the  telephone 
company,  together  witlT  its  other  rates  herein  allowed,  a 
reasonable  return  upon  the  property  investment.  The  tele- 
phone company  claims  a  great  increase  of  expenses  over 
and  above  that  reflected  by  its  books.  In  ease,  after  a  trial 
of  the  rates  allowed  herein,  the  telephone  company  finds 
that  the  additional  revenues  obtwned  by  this  increase  is 
insufficient  to  properly  care  for  the  property  and  give  a 
return  on  the  investment,  the  telephone  company  eau 
readily  make  an  application  for  a  further  increase,  basing 
their  case  upon  the  evidence  in  the  previous  hearing  and 
its  valuation  therein  introduced,  together  -with  such  fur- 
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ther  facts  as  to  the  increased  expenses  since  August  1, 1918, 
as  the  facts  may  justify. 

The  Commission  finds  that  the  rates  hereinafter  author- 
ized are  fair  and  reasonable  rates  to  be  charged  for  tele- 
phone sei-vice  throughout  the  Woodgate  Telephone  System : 

Slayton: 

Individual  line,  business $2  75  per  month  gross 

Individual  line,  residence  (wall  set) ...  1  76  per  month  gross 

Four-party  line,  residence  (wall  set)..  1  25  per  mouth  gross 

Rural  multi-party  (company  owned) . .  1  50  per  month  gross 

Extension  sets,  business  or  residence. . .  60  per  month  net 

Desk  sets,  residence  service 26  per  month  net  additional 

Extension  bells 2  00  per  year 

Lake  WUaon,  lona,  Currie  and  Balaton: 

Individual  line,  business $2  50  per  moDth  gross 

Individual  line,  residence  (wall  set) ...  1  50  per  month  gross 
Four-party  line,  residence  (wall  set)..  1  25  per  month  gross 
Rural  multi-party  (company  owned)..  1  SO  per  month  gross 
Extension  sets,  business  or  residence. . .  50  per  month  net 

Desk  gets,  residence  service 25  per  month  net  additional 

Extension  bells 2  00  per  year 

Exchange  rates  to  be  paid  monthly  in  advance  with  a  disoonnt  of  26 
cents  per  month  on  all  gross  rates  if  paid  on  or  before  the  fifteenth  of  the 
month  in  which  the  service  is  rendered. 

Rur^  rates  to  be  payable  quarterly  in  advance  with  a  discoont  of  75 
cents  if  paid  on  or  before  the  fifteenth  of  the  first  month  of  the  quarter; 
a  discount  of  50  cents  if  paid  on  or  before  the  fifteenth  of  the  second 
month  of  the  quarter,  and  a  discount  of  25  cents  if  paid  on  or  before  the 
fifteenth  of  the  third  month  of  the  quarter,  A  toll  rate  of  10  cents  for 
three  minutes  and  6  cents  for  each  additional  minute  between  any  of  the 
nbove  exchanges  over  the  toll  circnits  of  the  Woodgate  system. 

Therefore,  it  is  ordered,  That  the  Woodgate  Telephone 
t-'yateni  be,  and  the  same  is  hereby,  authorized  to  place  the 
above  rates  in  effect,  as  of  November  1, 1918. 

Dated  at  St.  Paul,  Minnesota,  this  twenty-first  day  of 
October,  1918. 
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Public  Service  Oommission. 

In  re  Suspeksiok  of  Rates  of  West  Plains  Telephone 
Company  at  West  Plains. 

Case  No.  1649. 

Decided  October  1,  1918. 

InciMM  In  Batas  Anthoiised  — 12  Par  Oeut  fw  Omliead  Oonsidered 

OoDMrvafeiTe  —  Overhead   for  Fnniitnre,   Tools   and   Teanu   Dis- 
allomd  —  Itosi  of  Valaation  for  Ooat  of  £Bta1>liahuis  BosmoH 
Disallowod  —  b  Per  Cent  Fixed  for  Reserve  for  Depreda- 
tion—  Elements  lucladod  in  Depredation  Oonsidered. 

The  company  filed  a  schedule  of  rates  for  service  at  West  Plains, 
increasin)^  the  present  rate  of  $1.00  per  nioath  for  dired.  line  residence 
service  to  $1,50  per  month.  The  compajiy  furnishes  only  direct  line 
business  and  residence  service  besides  switching  service  for  rural  stations, 
and  is  in  good  condition  and  well  equipped.  During  the  two  years  prior 
to  the  hearing,  the  company  has  increased  wages  approximately  30  per 
cent.  The  company's  valuation  of  its  plant  gives  the  cost  new  less 
depreciation  value  at  $31,372.78,  including  $2,806.61  for  cost  of  estab- 
lishing bosiuess  and  $600  for  working  capital.  The  cost  new  value  as  of 
March  1,  1918,  was  estimated  at  $36,476.80,  unit  costs  covering  the  five- 
year  period  just  prior  to  1914  being  used.  The  Commission  found  that 
the  company's  estiniate  of  $28,065.17  for  the  depreciated  value  of  the 
total  physical  property,  plus  $500  for  working  capital,  was  conservative, 
and  esclnding  the  item  for  cost  of  establishing  business,  and  cutting  down 
some  others,  fixed  the  value  of  the  plant  at  $31,000. 

The  Commission  estimated  that  the  proposed  rates  would  increase 
revHines  $2,496,  which  would  be  $1,014  more  than  required  to  pay  all 
expenses,  set  aside  5.5  per  cent,  for  reserve  for  depreciation  and  allow 
7.5  per  cent,  for  return  on  the  valuation  as  found. 

Heid:  That  as  a  rate  of  $1.30  will  increase  the  applicant's  revenue 
$1,497.60,  which  should  be  amply  sufficient,  the  proposed  scale  ofrates  is 
oujnst  and  unreasonable, .  and  applicant  should  be  required  to  cancel  the 
same  and  to  file  a  new  schedule  of  rates,  naming  a  direct  line  residence 
rate  of  $1.30  per  month; 

That  the  company's  estimate  of  12  per  cent,  for  overhead  expenses  is 
rons4*rrative,  as  the  Commission  has  often  approved  allowances  as  high 
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as  15  per  cent,  of  the  value  of  the  physical  property,  exclnaive  of  it«ins 
of  general  equipment; 

That  the  items,  furniture  and  fixtures,  and  tools  and  teams,  should  not 
be  chained  with  an  overhead  allowance  for  engineering,  etc.,  but  overhead 
should  be  estimated  at  12  per  cent,  of  the  depreciated  value  of  the  physical 
property,  exclusive  of  the  general  equipment,  and  the  allowance  for 
overhead  expense  ahonld  accordingly  be  reduced ; 

That  as  there  is  no  proof  tending  to  show  actual  extra  expenditures 
by  the  company  after  the  plant  was  pnt  into  service,  because  the  revenae 
was  insufficient  to  pay  operating  expenses,  etc.,  and  for  advertising  and 
publicity  work,  the  allowance  for  cost  of  establishing  bunness  was 
improper; 

That  5.5  per  cent,  of  the  cost  of  the  value  of  the  total  physical  prop- 
erty, exclusive  of  working  capital  and  supplies,  is  amply  sufficient  for 
reserve  for  depreciation,  and  the  company's  contention  that  it  should  be 
permitted  f«  set  aside  9,6  per  cent,  should  be  disallowed; 

That  the  causes  for  depreciation  which  require  a  reserve  to  be  set  up 
are  (a)  wear  resulting  from  use,  (b)  physical  decay  resulting  from  e^, 
rust,  oxidation  or  exposure  to  the  elements,  (c)  breakage  resulting  from 
accidents  to  materials  of  all  kinds,  (d)  sleet  storms,  (e)  damage  from 
Are  and  (f)  obsolescence  resulting  from  inventions  of  new  appUanoea 
more  efficient  or  economical,  which  the  owners  of  t«lephone  property  must 
necessarily  install,  thus  necessitating  abandonment  of  good  property  Ions 
before  it  ceases  to  be  useful. 

Report. 

On  May  25,  1918,  the  West  Plains  Telephone  Company 
filed  a  schedule  ooverinj;  rates  for  exchange  and  rural  tele- 
phone service  at  "West  Plains,  Missouri,  known  as  P.  S-  C. 
Mo.  No.  3,  effective  July  1,  1918,  canceling  P.  S.  C.  Mo. 
No.  2.  The  only  difference  between  the  proposed  schedule 
of  rates  and  the  present  one  is  an  increase  of  50  cents  per 
month  over  the  present  rate  of  $1.00  per  month  for  direct 
line  residence  service  at  West  Plains,  and  a  minor  modifica- 
tion of  the  rural  switching  charges,  which  latter  affects  only 
a  small  number  of  patrons. 

Thereafter,  and  before  the  requested  effective  date  of 
said  new  schedule,  a  large  number  of  patrons  of  the  tele- 
phone company  filed  with  the  Commission  a  written  protest 
or  remonstrance  against  the  new  rate  schedule.  This 
remonstrance  denied  that  there  was  necessity  for  an 
increase  of  the  telephone  rates  at  West  Plains,  and  asked 


DigilizcdbyGoO^Ie 


'  In  re  "West  P*laiks  Tfxbphone  Co.  165 

C.  L.  84] 

that  the  telephone  company  be  put  upon  strict  proof  as 
to  the  necessity  for  such  increase.  On  June  25,  1918,  the 
Comcoission  entered  its  order  suspending  the  effective  date 
of  SQch  proposed  schedule  of  rates  for  the  period  of  one 
hundred  and  twenty  days,  to  and  including  July  29,  1918, 
and  ordered,  upon  its  own  initiative,  and  without  formal 
pleading,  a  hearing  upon  the  reasonableness  of  such  pro- 
posed increase  of  rates. 

The  case  was  set  down  for  hearing  before  a  special  exam- 
iner for  the  Conunission  at  West  Plains  on  July  16,  1918, 
and  because  of  the  large  number  of  patrons  signing  the 
'  above-mentioned  protest,  and  to  the  end  that  all  interested 
persons  might  have  ample  opportunity  to  be  heard,  copies 
of  the  Commission's  order  suspending  the  proposed  rate 
schedule,  and  copies  of  the  notice  of  bearing,  were  sent  to 
signers  of  the  remonstrance,  to  the  writers  of  letters  of  pro- 
test, and  to  the  nmyor  and  Commercial  Club  of  West  Plains. 
The  case  was  duly  heard  at  the  time  and  place  announced 
in  the  notice,  and  the  telephone  company  appeared  and  was 
represented  by  counsel,  and  introduced  evidence  in  support 
of  the  proposed  schedule.  Only  two  of  the  numerous  pro- 
testants  appeared.  The  city  and  Commercial  Club  were 
not  represented.  The  case  was  submitted  upon  the  evidence 
introduced  by  the  telephone  company,  and  upon  statements 
of  the  two  protestants  appearing. 

The  Facts. 
The  telephone  plant  at  West  Plains  was  established  about 
1895.  The  present  owners  of  the  plant  acquired  title  to  it 
in  1911.  In  August,  1914,  the  building  in  which  the  central 
office  was  located  was  destroyetl  liy  fire,  and  nearly  all  the 
office  equipment  with  it.  The  present  company  thereupon 
purchased  new  equipment  consisting  of  a  modern  switch- 
board of  the  common  battery  type,  and  reconstructed  nearly 
all  of  the  outside  plant.  The  plant  at  the  present  time  is 
composed  of  a  connnon  I)att4'ry,  central. station  equipment 
and  metallic  circuit  line  system.  It  appears  from  Exhibit  B, 
offered  in  evidence  by  the  company,  that  it  owns  and  ren- 
ders service  to  106  direct  line  business  and  office  stations: 
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420  direct  line  residence  stations ;  and  a  small  number  of 
basiness  and  residence  extension  stations.  In  addition,  it 
renders  switching  service  to  127  rural  stations.  The  sys- 
tem is  unique  in  that  it  has  a  common  battery  and  metallic 
circuit  system,  though  it  has  less  than  600  connected  sub- 
scribers. So  equipped,  it  is  capable  of  rendering  much 
better  service  than  most  telephone  companies  serving  cities 
with  the  population  of  West  Plains. 

The  direct  line  residence  rate,  which  is  the  only  rate  in 
question  here,  has  been  $1.00  per  month  at  West  Plains 
since  the  establishment  of  the  plant. 

The  company  renders  no  two-party  or  four-party  service. 
The  exchange,  until  two  years  prior  to  the  date  of  the  hear- 
ing, had  been  operated  under  a  twt-nty-year  franchise' 
granted  by  the  city,  which  prescribed  a  maximum  residence 
rate  of  $2.00  per  month.  This  franchise  was  renewed  about 
two  years  prior  to  the  date  of  the  hearing,  and  the  maxi- 
mum residence  rate  was  again  prescriljed  at  $2.00  per 
month.  Inasmuch  as  the  proposed  rates  are  lower  than  the 
maximum  prescribed  in  the  franchise,  the  question  of  the 
Commission's  power  to  authorize  the  charging  of  rates 
which  are  higher  than  those  fixed  in  the  franchise  contract, 
does  not  arise.  The  franchise  also  requires  payment  to 
the  city  of  2  per  cent,  of  the  gross  annual  earnings  of  the 
telephone  company.  J.  W.  Boyer,  manager  of  the  telephone 
property  and  president  of  the  company,  testified  that  the 
increased  rate  was  made  necessary  by  reason  of  wage 
increases  granted  einplo>ees  of  the  company  during  the  two 
years  prior  to  the  hearing,  which  increase,  he  stated, 
amounted  to  approximately  30  per  cent. 

Vali'ation  or  Telephone  Company  Property. 
Mr.  Boyer  testified  that  he  and  the  other  owners  of  the 
property  acquired  same  by  exchanging. land  for  it;  that 
since  the  acquirement,  botli  the  outside  plant  and  central 
station  equipment. have  been  very  largely  renewed;  that 
lie  did  not  know  the  value  of  the  plant,  and  to  secure  definite 
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infoTioatioD  as  to  its  value,  he  employed,  in  the  spring  of 
1918,  the  Topping  Valuation  Company  of  Kansas  City  to 
make  a  valuation  of  the  entire  property. 

Mr.  H.  H.  Griffith,  an  experienced  telephone  valuation 
en^eer,  was  sent  to  West  Plains  by  the  Topping  Valua- 
tion Company  in  March.  1918,  and  was  engaged  for  a  week 
or  ten  days  in  making  an  actual  field  count  of  all  the  physical 
units  of  the  plant.  Afterwards  units  costs  and  values  were 
applied  to  the  various  units  of  the  plant ;  overhead  cost  and 
cost  of  establishing  business  were  estimated ;  the  per  cent, 
condition  or  depreciated  value  of  the  property  was  ascer- 
tained, and  the  results  of  these  various  steps  were  filed  in 
a  valuation  or  appraisal  report,  which  was  offered  in  evi- 
dence in  connection  with  the  oral  testimony  of  Mr.  Griffith. 
Such  report  fixed  the  cost  new  less  depreciation  value  of 
the  telephone  company  property  at  $31,372.78,  including 
$2,806.61  for  cost  of  establishing  business  and  $500  for 
working  capital.  The  cost  new  value  of  the  property  was 
estimated  to  be  $35,476.80.  The  appraisal  is  not  made  as  of 
a  specific  date,  but  from  the  oral  testimony  of  Griffith,  it 
appears  that  the  inventoiy  of  property  was  made  about  the 
first  of  March,  1918. 


DigilizcdbyGOOglc 


168  Missouri  Pubu<:  Service  Commission. 

The  summary  of  the  valuation  report  by  the 
Valuation  Company,  is  as  follows; 

Account 

f/utnhtr  Cott  Nt%B 

Central  offlee  telephone  eqnipment . . .          221  $6,690  27 

Other  eqaipmeat  of  central  office. . . .          222  131  05 

TOTAL  OENTKAL  OFFICE  EQUIPUENT             220  $6,721   32 

Station  Equipment: 

Station  apparatna 231  4,878  80 

Station  installments  232  1.094  00 

BoodiB  and  special  fittings 235  '       65  00 

TOTAL   STATION   EIJUIPMENT 230  $6,037  80 

Exchange  Plant: 

Exchange  pole  plant 241  4^43  73 

Endiange  aerial  cable 242  4,877  07 

Escbange  aerial  wiro 243  4,076  50 

Underground  oondnit 244  134  76 

Underground  cable  245  522  85 

Bight-of-way    207'  545  00 

$14,299  91 
General  Equipment: 

Office  furniture  and  fixtures 261  $510  27 

Genera)  stable  and  garage  equipment.           264  482  00 

Tools  and  implements 266  122  60 

$1,114  87 

SUB-TOTAL    $28,173  90 

Overhead  expenses,  12  per  cent 3,380  87 

$31,554  77 

Supplies 242  32 

TOTAL  PHYSICAL  PROPERTY $31,797-  09 

Cost  of  eatablishing  business 3,179  71 

Workii^  cash 600  00 

TOTAL  PUBLIC  SEIO'ICE  INVESTMKNT $36,476  80 


Topping 

Coil  New 


$6,260  76 
104  84 


4,375  44 
9B4  60 
48  75 


3,314  »8 

4,389  36 

3,465  03 

128  02 

496  71 

436  00 


$408  22 
337  40 
98  08 


$24,848  19 
2,981  78 


$27,829  97 
236  20 

$28,066  17 

2,806  61 

500  00 
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The  full  report  is  complete  and  contains  an  itemized 
statement  of  the  various  units  of  the  property  under 
account  numbers  in  accordance  M-ith  the  Interstate  Com- 
merce Commission  classification,  as  adopted  by  this  Com- 
mission for  Class  D  companies,  and  also  contains  a  com- 
plete statement  of  the  unit  costs  used,  with  those  used  in 
the  valuation  of  other  telephone  properties  in  recent  rate 
cases  before  the  CommisBion,  indicating  that  such  costs  are 
not  high.  Some  variance  from  prices  heretofore  approved 
appears,  but  such  variance  arises  from  lower  as  well  as 
higher  estimates. 

In  determining- cost  units,  an  average  price  during  the 
five-year  period  just  prior  to  1914,  or  a  pre-war  period,  was 
used.  On  the  whole,  the  estimate  of  $28,065.17  for  the 
depreciated  value  of  the  total  physical  property,  plus  $500 
for  working  capital,  given  in  the  Topping  company's 
report-  and  certified  by  the  valuation  engineer,  Griffith, 
appears  to  be  conservative. 

The  cost  new  less  depreciation  estimate  includes  an  item 
of  $2,981.78  for  overhead  expenses,  calculated  by  the  engi- 
neer at  12  per  cent,  of  the  depreciated  value  of  the  physical 
property,  including  the  total  value  of  the  general  equip- 
ment, consisting  of  office  furniture  and  fixtures,  general 
stable  and  garage  equipment,  tools  and  equipment.  The 
12  per  cent,  estimate  for  overhead  expenses  is  conservative. 
Estimates  for  overhead  expense  have  been  presented  to  the 
Commission  and  approved  by  it  in  telephone  valuation  cases 
in  amounts  e<(ual  to  15  per  cent,  of  the  value  of  the  physical 
property,  exclusive,  however,  of  items  usually  placed  under 
the  head  of  general  equipment. 

In  fiirn^  V.  Columbia  Telf.phone  Company*,  2  Mo.  P.  S.  C. 
256,  the  Commission  expressly  held  that  the  items  "  furni- 
ture and  fixtures  "  and  "  tools  and  teams,"  were  not 
chargeable  with  an  overhead  allowance  for  engineering, 
etc.  We  think  the  overhead  allowance  should  be  estimated 
at  12  per  cent,  of  the  depreciated  value  of  the  physical 


'See  Commission  Leaflets  No.  28,  p.  411;  No.  42,  p.  96,  and  No.  66, 
p.  1533. 
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property,  exclusive  of  tlie  general  equipment.     Such  over- 
head expense  allowance  should,  therefore,  be  reduced  from 
$2,981.78  to  $2,880.53. 

The  valuation  engineer  Griffith  testified  that  he  had  deter- 
mined the  depreciated  value  of  the  plant  by  an  actual  field 
investigation.  The  percentage  condition,  or  depreciated 
value  of  the  plant,  appears  higher  than  the  average  condi- 
tion of  telephone  property  serving  cities  of  the  population 
of  West  Plains.  However,  the  testimony  indicated  that  the 
entire  plant  is  well  maintained.  The  switchboard  is  a  1600 
line  capacity  Western  Electric  No.  1,  common  battery, 
modem  unit,  and  is  stated  to  be  in  96  per  cent,  condition. 
The  fact  that  a  common  battery  system  is  installed  is 
indicative  of  the  maintenance  of  the  plant  in  a  high  per 
cent,  condition.  Engineer  Griffith  testified  that  it  is  neces- 
sary to  keep  a  common  batterj'  plant  in  better  condition 
than  a  magneto  or  local  battery  system. 

The  summary  of  the  Topping  valuation  report  includes 
an  item  for  cost  of  establishing  business  which  is  added  to 
the  value  of  the  total  physical  property,  both  in  the  cost 
new  and  cost  new  less  depreciation  estimates,  and  is 
included  in  the  public  service  investment,  which  the  tele- 
phone company  claims  is  the  basis  for  detennining  the 
reasonableness  of  its  proposed  rates.  Substantiation  for 
the  claim  is  made  in  this  case  upon  the  familiar  theoretical 
ground  that  after  a  plant  has  been  furnished  and  put  into 
service,  there  usually  elapses  a  time  before  the  revenue 
derived  from  the  service  is  sufficient  to  pay  operating 
expenses,  annual  depreciation,  and  a  fair  return  upon  the 
investment ;  that  the  public  must  be  educated  to  tlie  use  of 
the  service  offered;  that  there  must  be  solicitors,  news- 
paper publicity,  advertising  through  the  various  medimns, 
etc.  There  is  no  proof  in  this  case  tending  to  show  actual 
expenditures  by  the  West  Plains  Telephone  Company  for 
any  of  these  purposes. 

Conclusions  as  to  Value. 
Having  carefully  considered  all  of  the  evidence  in  this 
case,  the  Commission  concludes  that  the  tentative  value  of     ■ 
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this  plant,  inclnding  both  tangible  and  intangible  values, 
for  rate-making  parposos,  is  $81,000. 

Revenues  akd  Expenses. 

The  company  filed  a  statement  showing  revenues  and 
expenses,  from  which  it  appears  that  th«  revenue  earned 
by  the  company  from  all  sources  for  the  past  year  was 
$9,621.01.  The  revenue  derived  from  the  416  residence 
direct  line  subscribers  at  the  present  rate  of  $1.00  per 
month  was  $4,992.  The  proposed  rate  of  $1.50  per  month, 
for  the  same  nimaber  of  subscribers,  will  yield  a  revenue  of 
$7,488,  an  increase  of-  $2,496. 

The  expenses  of  the  company  for  the  year  1917  were 
shown  by  three  separate  statements,  Exhibits  A,  B  and  D, 
introduced  in  evidence.  The  first  of  these  statements,  pre- 
pared and  filed  with  the  Commission  on  May  2o,  1918,  in 
connection  with  its  rate  schedule,  and  offered  at  the  hear- 
ing as  Exhibit  B,  shows  the  total  operating  expenses  as 
$6,871.39.  Exhibit  A,  and  the  statement  of  annual  operat- 
ing expense  in  Exhibit  D,  offered  at  the  hearing,  give  the 
total  operating  expense  as  $6,596.85.  The  discrepancy 
appears  to  arise  because  maintenance  is  given  as  $774.54 
in  Exhibit  B,  and  as  $'j00  only  in  the  other  exhibits.  The 
item  of  $500  is  stated  in  E.\hibit  A  as  the  actual  expendi- 
ture in  1917  for  maintenance  material.  If  this  be  correct, 
the  additional  amount  of  $274.54  appearing  in  the  item 
maintenance,  in  Exhibit  B,  is  doubtless  intended  to  cover 
labor  in  installing  maintenance  material. 

However,  we  understand  from  the  evidence  that  all  of 
the  labor  expenditures  of  the  company  for  any  purpose  are 
included  in  the  items  of  wages  and  salaries,  and  the  inclu- 
sion of  an  amount  for  labor  imder  maintenance,  would 
necessarily  be  a  double  allowance  therefor. 
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The  details   of  the  operatiiij?  ('spt'iisos   are  shown    in 
Exhibit  D,  page  8,  as  follows : 

Total 

Per                    Per  Per 

Month                 Year  Year 

Manager,  one $150  00       $1,800  00  $1,800  00 

Clerk,  one 25  00            300  00  300  00 

Operators,  three  . .  .•. 25  00            300  00  900  00 

Chief  operator,  one 30  00            360  00  360  00 

Wire  chief,  one  at  $16.00  per  week 780  00  780  00 

Lineman,  one  at  $12.00  per  week 624  00  624  00 

Rant  —  average 25  00            300  00  300  00 

Light  and  power 138  2i9 

Heat,  1917   99  23 

Attorney    *38  60     "38  00 

Insurance: 

Fire    108  00     108  00 

Indemnity 75  00     75  00 

Taxes,  1917 273  17     273  17 

Printing,  stationery  and  advertisit^.        303  16     303  16 

Uaintenance  material,  estimate 500  00 


t$6,596  85 


Annual  Opkrating  Expenses. 

The  manager  of  the  company  testified  that  since  the  state- 
ments of  operating  expenses  were  prepared,  the  wages  of 
employees  had  been  increased  as  follows:  one  chief 
operator  increased  from  $30.00  to  $35.00  per  month;  one' 
wire  chief  increased  from  $15.00  to  $20.00  per  week;  one 
lineman  increased  from  $12.00  to  $15.00  p(^r  week.  The 
total  of  these  increases  is  $476  per  year. 

In  applicant's  Exhibit  B  appears  a  statement  of  esti- 
mated expense,  which  indicates  slight  increases  in  the  items 
of  light,  heat  and  power,  insurance,  taxes,  maintenance  and 
other  expenses.  However,  no  oral  testimony  was  offered 
showing  the  likelihood  of  '  these  increases.  The  same 
exhibit  also  shows  under  estimated  revenue  small  increases 
in  revenue  resulting  from  probable  larger  toll  commis- 
sions   and   from    an    adjustment    of   the    rural    switching 


'  So  appears  in  original. 
f  A  slight  error  in  apparent. 
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charge,  aflffcting  only  a  small  number  of  rural  subscribers. 
In  the  absence  of  definite  testimony,  these  minor  increases 
of  expense  and  revenue  will  be  considered  as  balancing 
each  other  and  as  not  ai^'ecting  the  result  herein. 

Annual  Depreciation. 

Applicant  company  contends  that  it  should  be  permitted 
to  earn  and  set  aside  for  annual  depreciation  or  deprecia- 
tion reserve,  $3,018,  or  9.5  per  cent,  of  $31,644,  the  total  coat 
new  value  of  the  physical  property.  This,  we  think,  is  more 
than  adequate. 

The  causes  for  depreciation  of  telephone  property, 
requiring  the  setting  up  of  a  reserve,  are  usually  stated  to 
be:  (a)  wear,  resulting  from  use;  (b)  physical  decay, 
resulting  from  age,  rust,  oxidation  or  exposure  to  the  ele- 
ments; (c)  breakage,  resulting  from  accidents  to  materials 
of  all  kinds;  (d)  sleet  storms;  (e)  damage  from  fire. 

In  addition  to  these,  another  element  must  be  considered. 
That  is  obsolescence,  resulting  from  inventions  of  new 
appliances,  more  efficient  or  economical,  which  the  owners 
of  telephone  properties  must  necessarily  install,  thus  neces- 
sitating the  abandonment  of  good  property  long  before  it 
ceases  to  be  useful. 

The  elements  of  depreciation  through  damage  to  outside 
plant  by  sieet  storms,  and  physical  decay  resulting  from 
exposure  to  the  elements,  must  vary  with  climatic  condi- 
tions. It  is  a  matter  of  general  knowledge  that  sleet  storms 
and  the  accumulation  of  hanging  ice  are  rarer  and  less 
destructive  in  southern  Missouri  than  in  Nebraska, 
Michigan,  Montana,  Illinois,  and  other  states  where  more 
rigorous  climatic  conditions  are  usual. 

The  testimony  of  Engineer  Griffith  that  a  common  battery 
plant  must  he  maintained  in  a  higher  per  cent,  condition 
than  a  local  battery  plant,  does  not  indicate  that  deprecia- 
tion which  must  be  cared  for  by  setting  up  a  depreciation 
reserve,  is  higher.  On  the  contrary,  if  the  plant  is  kept  in 
unusually  high  per  cent,  condition  through  maintenance, 
the  amount  of  depreciation  which  must  be  cared  for  out  of 
reserve  is  correspondingly  low. 
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We  find  that  5.5  per  cent,  of  the  cost  new  value  of  the 
total  physical  property,  exclusive  of  working  capital  and 
supplies,  or  $1,735,  is  amply  sufficient  for  annual  deprecia- 
tion reserve  for  this  property. 

In  Conclusion. 
As  shown,  the  gross  revenue  of  the  company  for  the  past 
year  was  $9,621.0i;  the  expenses  of  the  company  for  the 
same  period  were  $6,596.35.  The  evidence  shows  that  such 
expenses  have  been  increased  by  higher  salaries  and  wages 
amounting  to  $476  per  year.  Allowing  the  earning  of  .$1,635 
for  depreciation  reser\'e,  it  is  apparent  the  company  would 
only  receive  a  net  return  of  $813.18,  or  2.6  per  cent,  of 
$31,000.  Assuming  an  allowance  of  5.5  per  cent,  for  depre- 
ciation reserve  and  7.5  per  cent,  for  return  on  the  public 
service  investment  of  $31,(X)0,  the  income  allowable  for 
interest  and  depreciation  reserve  would  be  $4,030,  which  is 
$1,481.84  more  than  would  be  received  under  present  rates 
and  increased  cost  of  operation. 

Applicant's  rates  should  be  increased  to  the  extent  neces- 
sary to  permit  the  earning  of  this  additional  revenue. 
Applicant's  Exhibit  B  shows  that  the  proposed  rate  of 
$1.50  for  residence  lines  will  yield  $2,496  additional  revenue. 
This  is  $1,014  more  than  is  required.  A  rate  of  $1.30  will 
increase  the  applicant's  revenue  $1,497.60.  The  applicant 
has  not  discharged  the  burden  imposed  upon  it  by  statute, 
to  show  the  proposed  schedule  of  rates  is  just  and  rea- 
sonable and  it  will  be  required  to  cancel  same.  It  will  be 
permitted,  however,  to  file  a  new  schedule  of  rates  naming 
a  new  direct  line  residence  rate  of  $1.30  per  month.  The 
minor  adjustment  of  Class  A  rural  switching  rate  named 
in  the  proposed  schedule,  may  likewise  be  named  in  the  ' 
new  schedule. 

Such  rates  named  vnU  increase  the  annual  revenue  of  the 
applicant  approximately  ,$1,500,  bring  the  total  revenue  to 
approximately  $11,000  annually,  which  sum  will  be  ainpif 
for  the  present  to  cover  operating  expenses,  reasonnble 
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average  return  on  the  value  of  the  property  and  also  pro- 
vide for  depreciation  and  contingencies. 
An  order  will  be  entered  in  accordance  with  the  foregoing. 

Order. 
The  Comniission  having  by  its  order  of  record  in  this 
case,  on  the  twenty-fifth  day  of  June,  1918,  upon  its  own 
initiative  suspended  the  operation  of  the  proposed  new 
schedule  o£  rates  for  telephone  service  filed  by  the  West 
Plains  Telephone  Company  entitled  P.  S.  C.  Mo.  No.  3, 
and  full  investigation  of  the  matters  and  things  involved 
having  been  had,  and  the  Commission  having  on  the  date 
hereof  made  and  filed  its  report  containing  its  findings  of 
fact  and  conclusions  thereon,  which  said  report  is  hereby 
referred  to  and  made  a  part  hereof; 

Now,  upon  the  evidence  in  this  case,  and  after  due 
deliberation, 

H  is  ordered,  1.  That  the  Commission,  disapproving  at 
tiiis  time  of  the  rate  for  direct  line  residence  service  as  con- 
tained in  the  West  Plains  Telephone  Company's  P.  S.  C. 
Mo.  No.  3,  hereby  orders  that  the  said  schedule  of  rates  be 
cancelled  and  withdrawn  from  the  files  of  the  Commission 
on  or  before  the  fifteenth  day  of  October,  1918. 

Ordered,  2.  That  the  applicant  be  permitted  to  file  with 
this  office  a  new  schedule  of  rates  on  or  before  October  15, 
1918,  effective  November  1, 1918,  wherein  an  increase  in  the 
direct  line  residence  service  shall  be  allowed  from  $1.00 
to  $1.30  per  month,  and  new  rates  established  for  Class  C 
and  D  rural  switching  service,  where  the  subscribers 
famish  part  of  the  equipment  necessary,  and  that  the  order 
shall  be  in  full  force  and  effect  on  and  after  November 
1,1918. 

Ordered,  3.  That  any  and  all  increase  of  rates  herein 
authorized  or  permitted  shall  remain  in  effect  for  a  period 
of  one  year  only  from  and  after  the  effective  date  of  this 
order,  at  the  end  of  which  yearly  period  such  increase  of 
rates  of  said  company  shall  then  be  reduced  and  restored 
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by  said  company  to  the  rates  now  on  flle  or  charged  by  it; 
provided  that  the  Commission  may  hereafter  by  further 
order  eontinue  such  increase  of  rates  for  another  or  further 
period,  or  otherwise  change  or  modify  the  rates  of  said 
company. 

Ordered,  4.  That  the  said  company  be  required  to  keep 
a  full  and  accurate  account  of  the  revenues  and  expenses  of 
its  exchange  and  file  a  full  and  complete  report  thereof  with 
this  Commission  at  the  expiration  of  said  period  of  one 
year  after  the  effective  date  of  this  order,  which  report 
shall  be  in  addition  to  any  other  report  required  by  law; 
and  that  the  Conrniission  fully  retain  jurisdiction  ofthe 
parties  and  subject  matter  of  this  cause  to  continue,  change 
or  modify  the  rates  of  said  company  upon  the  expiration 
of  said  period  of  one  year  after  the  effective  date  of  this 
order,  or  at  any  other  time,  upon  the  evidence  and  facts 
now  before  the  Commission,  together  with  such  other  evi- 
dence as  the  company  or  any  interested  party  may  offer. 

Ordered,  5.  That  the  secretarj'  of  the  Commission  serve 
a  duly  certified  copy  of  this  order  upon  the  Honorable  A. 
S.  Burleson,  Postmaster  General  of  the  United  States  and 
Director  General  of  Telephone  and  Telegraph  Lines,  and 
upon  the  West  Plains  Telephone  Company,  and  that  a  copy 
of  this  order  be  filed  vnth  said  secretary  in  the  office  of  the 
Commission. 

Ordered,  6.  That  the  applicant,  the  West  Plains  Tele- 
phone Company,  be,  and  it  is  hereby,  required  to  notify  the 
Commission  in  the  manner  prescribed  in  Section  25  of  the 
Public  Service  Commission  Law,  within  five  days  after  the 
receipt  of  the  certified  copy  of  this  order  and  report  herein, 
whether  the  terms  of  this  order  are  accepted  and  will  be 
obeyed. 

October  1, 1918. 
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In  re  Suspension  of  Kates  of  Southwestern  Bell  Tele- 
phone Company  for  Its  Exchange  at  Aurora. 

Case  No.  1651. 

Decided  October  1,  1918. 

Inenue  in  Bites  Authorised  —  Sii  Per  Oent.  Fixed  for  BesBirfl  for 

Depndfttioii  —  7.1  Par  Oaat.  Fixed  u  Bate  of  Betam  — 

iVi  Fbt  Oent.  Paynunt  Considered. 

The  company  filed  a  schedule  increasing  rates  at  its  Aurora  exchange 
50  cents  per  month,  and  providing  for  a  new  two-party  residence  line  rate 
of  |IL75  per  month. 

Total  revennes  in  1917  were  $11,268.32.  After  deducting  $480.24  as 
the  4V^  per  cent,  payment  to  American  Telephone  and  Telegraph  Com- 
pany, operating  expenses  were  $8,203.25,  leaving  a  net  revenue  of 
$3,065.57.  Aft«r  deductii^  uncollectible  accounts  and  taxes,  the  total 
groas  income  was  $2,70.^.26.  The  coin]>any  estimated  reserve  for  depreci- 
ation at  8.631  per  cent.,  or  $4,067.70,  which,  with  a  few  smaller  items, 
when  deducted  from  the  gross  income,  left  a  net  loss  for  1917  of 
fl,ffl9.90.  The  company  estimated  tlie  value  of  the  plant  on  the  repro- 
daetioD  cost  new  basis  at  $47,129,  and  the  total  investment,  including 
items  for  cost  of  establishing  business  and  working  i-apital  at  $57,987, 
and  reproduction  cost  new  less  depreciation  at  $53,293.  The  Commission, 
findii^  that  the  prices  used  were  approximately  25  per  cent,  higher  than' 
pre-war  prices,  reduced  the  company's  figures  by  that  percentage,  and 
fixed  the  reproduction  cost  new  less  depreciation  at  $40,377,  of  which 
$35,347  WHS  depreciable  property.  UjHin  such  basis,  and  estimating 
reeerve  for  depreciation  at  5.5  per  cent.,  the  Commission  found  that  the 
net  revenue  for  1917  was  $1,603.72  instead  of  a  loss  of  $1,619.90. 

Held:  That  as  the  present  rates  are  unreasonably  low,  and  the  pro- 
posed rates  are  unreasonable,  the  company  should  be  permitted  to  file  a 
new  schedule  containing  modified  incn-ases  Hufficient  to  prodnce  not  more 
than  $1,500  additional  revenue  per  annum; 

That  the  proposed  rates  would  produce  an  increase  in  revenues  of 
$2,353,  making  the  total  pet  income  $3,856.72,  which  would  amount  to  a 
return  of  approximately  9.5  per  cent,  on  the  total  investment  of  $40,377, 
which  includes  $6,922  for  cost  of  establishing  business  and  $1,629  for 
working  capital.  This  rate  of  return  is  unreasonablp  and  a  rnte  of  7.4 
per  cent,  should  be  used ; 

That  S3  the  payment  to  American  Telephone  and  Tel^raph  Company 
under  the  4%  per  cent,  agreement  was  $480.24  in  1917,  and  $404.80 
would  be  a  fair  and  proper  annual  rental  chflrgc  for  the  iimtrumonts 
osed,  considering  22  per  cent,  of  their  value  as  the  proper  nnnual  allow- 
ance for  reserve  for  depreciation,  interest,  administration  and  contin- 
gencies, and  as  the  balance  of  the  payment,  for  financial,  engineering, 
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acconntii^,  legal  and  patent  servieee,  was  only  $75.44,  it  was  onnei^ssary 
to  give  an  extended  consideration  to  the  propriety  of  the  charge; 

That  as  the  average  allowance  in  70  recent  cases  in  various  states  for 
reserve  for  depreciation  was  5.99  per  cent.,  an  allowance  of  5.5  per  eent- 
o£  the  reprodatrtion  cost  new  value  of  the  depreciable  property  was 
amply  BufBcient  for  reserve  for  depreciation,  and  the  allowance  of 
S.631  per  cent  of  the  reproduction  coat  new  valne,  exclusive  of  items  for 
cost  of  establiEhii^  business  and  working  capital  heretofore  allowed  by 
the  company,  was  excessive.  {See  Commission  Leaflet  No.  8S  for  supple- 
mental  order  making  certain  corrections.) 

Report. 
On  June  25, 1918,  the  Southwestern  Bell  Telephone  Com- 
pany filed  with  the  Commission  its  rate  schedule  known  as 
Second  Revised  Sheet  1  to  P.  S.  C.  Mo.  No.  4,  effective 
date  asked,  July  1,  1018,  canceling  First  Revised  Sheet  1, 
to  P.  S.  C.  Mo.  No.  4,  containing  the  rates  and  charges  for 
exchange  and  rural  line  service  at  Aurora,  Missouri,  the 
same  being  an  increase  in  rates,  as  follows: 

Business,  individual  line  from  $2.50  to  $3.00  per  month. 
Residence,  individual  line  from  $1.50  to  $2.00  per  month. 
Service  line  subscribers  from  25  cents  to  50  cents  per  month. 

A  new  two-party  residence  line  rate  at  $1.75  per  month 
was  quoted  in  the  schedule,  and  further  slight  changes 
appeared  therein,  not  shown  on  the  company's  First 
Revised  Sheet  1,  P.  S.  C.  Mo.  No.  4. 

The  Commission,  on  said  date,  entered  its  order  suspend- 
ing the  operation  of  the  proposed  rates,  charges  and  regula- 
tions for  a  period  of  one  hundred  and  twenty  days  to  and 
including  October  28, 1918,  or  until  such  time  as  the  Commis- 
•sion  should  thereafter  order,  and  entered  upon  a  hearing 
concerning  the  lawfulness  and  reasonablen^^ss  of  the  pro- 
posed rates,  charges  and  regulations.  The  case,  after  due 
notice,  came  on  for  hearing  before  a  special  examiner  for 
the  Conmiission  at  Aurora,  Missouri,  July  18, 1918,  the  tele- 
phone company  appearing  by  its  attorney,  David  Falmti: 
The  city  of  Aurora  was  rejiresented  by  the  city  attorney, 
Louis  J.  Miner,  and  the  Chamber  of  Conmierce  by  James 
A.  Potter. 

The  case  was  submitted  upon  the  evidence. 
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The  Facts. 

The  Aurora  telephone  exchange  is  one  of  the  properties 
owned  and  operated  by  the  Southwestern  Bell  Telephone 
Company,  a  Missouri  corporation,  which  operates  certain 
»»f  the  Bell  System  properties  in  Missouri,  Arkansas  and 
Kansas.  The  American  Telephone  and  Telegraph  Com- 
pany exercises  direct  control  over  the  Southwestern  Bell 
Telephone  Company  through  the  ownership  of  the  greater 
part  of  its  stock. 

Aurora  has  a  population  of  approximately  4,200.  Service 
is  rendered  to  approximately  450  company-owned  stations', 
including  one  private  branch  exchange,  and  business  and 
residence  extension  sets.  Switching  service  is  rendered 
to  approximately  160  service  stations.  The  switchboard  is 
,  a  Western  Electric  No.  9-D  type  common  battery,  with  a 
multiple  capacity  of  800. 

As  stated,  the  rate  schedule  proposed  contains  a  rate 
of  $1.75  per  month  for  two-party  residence  service.  It 
appeared  from  the  evidence  introduced  that  the  company 
has  for  a  number  of  months,  rendered  two-party  residence 
service  in  Aurora,  but  that  during  such  period,  no  two- 
party  residence  rate  was  scheduled,  the  subscribers  on  two- 
party  lines  being  charged  the  scheduled  one-party  residence 
rate  of  $1.50  per  month.  Complaint  was  made  against  this 
practice  by  representatives  of  the  city  at  the  hearing. 

Mr.  Barry,  the  general  commercial  superintendent  of  the 
SoHthi^-estern  company,  testified  that  the  company's  prac- 
tice at  Aurora  in  charging  the  regular  one-party  residence 
rate  of  $1.50,  although  two-party  service  was  rendered,  was 
made  necessary  as  a  temporary  arrangement,  because  of 
an  unusual  stimulation  of  business  at  Aurora,  due  to  the 
opening  of  the  mines  in  that  vicinity,  and  the  consequent 
abnormal  demands  for  telephone  service;  that  this  demand 
caused  congestion  in  the  telephone  plant  and  it  wa.s  impos- 
»ible  ill  all  cases  to  give  new  subscribers  individual  line 
Ken'ice;  that  the  company  in  this  emergency  accepted  new 
subscribers  at  the  scheduled  rate  of  $1.50  per  month,  and 
paired  such  new  subscribers  with  an  existing  subscriber. 
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first  having  obtained  the  permission  of  the  existing  sub- 
scriber to  make  the  pairing.  Mr.  Barry  further  testified 
that  sucli  practice  was  not  thought  to  be  violative  of  the 
law  or  the  Public  Service  Commission  regulations,  because 
the  schedule  of  rates  tiled  did  not  particularly  designate 
whether  residence  service  was  to  be  on  two-pai-ty  line  or 
individual  line.  There  were  43  subscribers  on  two-party 
lines  at  the  date  of  the  hearing. 

The  company  contends  that  under  the  present  schedule 
of  rates  for  telephone  sei-vice  at  Aurora,  the  revenue  is  less 
than  the  actual  cost  of  furnishing  service;  that  the  total 
revenue  for  the  year  1917  was  $11,749;  that  the  expense  of 
operation,  repairs  and  depreciation,  was  $13,369,  leaving 
a  deficit  of  $1,620;  that  the  proposed  rates  will  increase  the 
revenue  approximately  $2,400  annually. 

Rbvenuus  and  Expenses. 

The  telephone  company  offered  in  evidence  Exhibit  J,  a 
statement  of  revenues  and  expenses  for  the  twelve  months 
ended  December  31,  1917.  The  tnethod  of  setting  up  the 
figures  showing  revenu(?s  and  expenses  in  this  statement, 
is  commonly  employed  by  telephone  corporation  account- 
ants and  has  been  followed  by  the  Commission's  account- 
ing department.  This  statement  shows  the  total  telephone 
operating  revenues  for  tuch  term  to  be  $11,268.82,  including 
exchange  service  revenues,  toll  servic*  revenues  and  mis- 
cellaneous operating  expenses,  after  a  deduction  of  $480.24, 
termed  licensee  revenues,  paid  to  the  American  Telephone 
and  Telegraph  Company  for  the  use  of  rights,  privileges 
and  property  underthe  4i^  per  cent,  agreement. 

The  operating  expenses  of  the  company  for  such  period 
were  showni  as  $8,203.25,  leaving  a  net  telephone  operating 
revenue  of  $3,060.57.  From  this  amount,  uncollectible 
operating  revenues,  $85.52,  and  taxes,  $276.79,"  were 
deducted,  making  the  company's  gross  income  for  the 
calendar  year,  $2,703.26. 

The  deductions  from  gross  income  consist  of  rent  for 
telephone    offices, —  $241 .66 ;    estimated    rental    for    138 
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exohanK*'  circuit  itttat'hmeiits  on  toll  poles,  at  10  c<'iitB  per 
aiiniun,T— $13.80,  and  annual  allowance  for  depreciation 
rf  serve, —  $4,067.70.  The  company  *8  statement,  after 
dednctioii  of  the  last  mentioned  items,  shows  that  the 
Aurora  exchanj^e  has  not  earned  a  net  income  for  the 
calendar  year  1917,  but  lias  operated  at  a  loss  of  $1,619.90. 
However,  before  conceding  the  correctness  of  this  state- 
ment, we  find  it  necessary  to  scrutinize  the  two  items  — 
$480.24  deducted  from  the  total  telephone  revenues,  and 
paid  to  the  American  Telephone  and  Telegraph  Company 
under  the  4^  per  cent  agreement,  and  $4,067.70  charged 
oflF  as  depreciation  reserve. 

Lk;ensee  Reveni'es. 
Under  the  system  of  accounting  employed  by  the  repre- 
sentatives of  the  telephone  company,  payments  made  to 
the  American  Telephone  and  Telegraph  Company  for 
rental  of  transmitters,  receivers  and  induction  coils,  and  for 
aid  in  financing,  engineoing,  legal  and  accounting  services 
and  the  use  of  patents  under  the  agreement  between  the 
companies,  popularly  known  as  the  4i^  per  cent,  agree- 
mentt  ^^^  "ft  placed  under  the  head  of  operating  expenses, 
but  are  deducted  from  the  reveimes  of  the  company  before 
setting  up  the  item  of  telephone  operating  revenues.  In 
other  words,  such  payments  are  treated  as  collections  for 
the  American  Telephone  and  Telegraph  Company  rather 
than  for  the  Southwestern  company.  The  purpose  of  the 
accountants  in  following  this  practice  does  not  clearly 
appear.  The  payments  to  the  American  Telephone  and 
Telegraph  Company  under  the  4iA  per  cent,  agreement,  by 
the  Southwestern  company  for  the  Aurora  exchange  for 
the  calendar  year  1917,  were  $480.24.  The  testimony  of 
Mr.  Benzel  for  the  company  was  to  the  effect  that  $404.80 
would  be  a  fair  and  proper  annual  rental  charge  for  the 
instruments  used,  considering  22  per  cent,  of  their  value 
as  a  proper  annual  allowance  for  depreciation,  interest, 
administration  and  contingencies.  Inasmuch  as  the  entire 
annual  payment  only  exceeded  the  instrument  rental  charge 
(estimated  as  above)  by  $7.5.44,  it  is  apparent  that  the  pro- 
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priety  of  the  charge  as  a  payment  for  financial,  engineering, 
accounting,  legal  and  patent  services  rendered  is  unnecpF- 
sary  of  extended  consideration  in  this  case. 

In  a  recent  opinion  of  the  Commission  in  Cases  Nos. 
1141  and  1236,  In  the  Matter  of  the  Suspension  of  Raten 
and  Charges  of  the  Missouri  and  Kansas  Telephone 
Company,  at  Springfield,  Missouri,  etc.,'  it  was  held 
that  the  evidence  fully  sustained  the  4^  per  cent-  agree- 
ment payments  as  a  proper  operating  charge  in  that 
case,  but  the  Commission  expressly  disclaimed  any  intention 
of  approving  the  chargf^  in  general  as  fair  and  proper,  as  it 
bore  no  immediate  relation  to  the  issue  therein.  The  charge 
is  comparatively  small  in  the  instant  case,  and  detennina- 
tion  of  its  propriety  will  not  affect  materially  the  issne 
herein, —  the  reasonableness  of  the  applicant  company's 
proposed  rates. 

Depreciation  Reserve. 

The  amount  set  aside  by  the  company  for  depreciation 
out  of  gross  income  for  the  year  1917  is  $4,067.70,  or  8.631 
per  cent,  of  the  claimed  value  of  the  total  telephone  plant 
and  miscellaneous  property,  estimated  on  the  reproduction 
cost  new  basis  at  $47,12!),  and  not  inclusive  of  items  for  cost 
of  establishing  business  and  working  capital. 

We  consider  this  depreciation  rate  excessive.  A  memo- 
randum containing  the  decisions  of  public  service  com- 
missions and  courts  on  annual  reserve  percentages  for 
telephone  plants  was  submitted  in  evidence  by  the  company 
as  Exliibit  C.  It  contains  some  33  reports  and  decisions 
of  public  service  commissionK  and  courts,  a  number  of 
which  were  decided  several  years  ago.  We  have  carefully 
considered  practically  all  the  express  holdings  of  courts 
and  commissions  on  allowance  of  annual  depreciation  per- 
centages, and  it  appears  that  the  company 's  memorandum 
is  a  selected  list  of  eases  where  unusually  high  percentages 
were  approved  and  that  it  does  not  represent  the  great 
weight  of  recent  holdings  upon  the  subject.  A  study  of 
telephone  rate  eases  as  reported  in  the  American  Telephone 
and  Telegraph  Company  Bulletin  of  Current  Decisions, 

*  See  Commission  Leafiets  No.  81,  p.  944,  and  No.  82,  p.  1391. 
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issued  from  ()eto)>pr  18,  1917,  to  August  12,  1918,  discloses 
that  in  thf  States  of  Missouri,  Illinois,  Indiana,  Wisconsin, 
Kansa«,  Nebraska,  West  Virginia,  South  Dakota,  Utah, 
Peiiiisylvaiiia,  Oregon,  New  Hampshire  and  in  the  Province 
of  Ontario,  70  telephone  eases  have  been  decided  by  public 
service  coimnissions  in  which  specific  percentage  allow- 
ances were  made  for  depreciation  reserve.  The  following 
is  a  sununary  of  the  depreciation  rates  approved  in  these 


Missouri  . 
Illinois  . . 
Indiana  . 


West  Vi^inia  1 

Ontario 1 

Sonth  Dakota 6 

Utah 1 

Pennsylvania 1 

Oregon 1 

Ifew  Hantpsbire 1 

70  Average  allow- 
ance in  all  cases 
—  5.99  per  cent. 

We  find  that  5.5  per  cent,  of  the  reproduction  cost  new 
value  of  the-  depreciable  property  is  amply  sufficient  for 
annual  depreciation  reserve  and  that  the  sum  of  $4,067.70, 
which  the  company  has  set  aside  for  that  purpose,  is 
excessive. 

The  Company's  Appbaisal. 

The  company  introduced  in  evidence  arf  appraisal  of  the 
plant  at  Aurora,  as  of  April  15, 1918,  designated  as  Exhibit 
A.  In  the  summary  of  this  appraisal,  the  value  of  the  total 
telephone  plant  and  miscellaneous  property,  estimated  on 
the  reproduction  cost  new  basis,  is  given  as  $47,129.  The 
total  investment,  including  items  for  cost  of  establishing 
business  and  working  capital,  is  stated  to  be  $57,987.  The 
reproduction  cost  new  less  depreciation  estimate  of  the 
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total  investment  is  $53,293.    Witness  Robinson  for  the  com- 
pany stdted  that  the  appraisal  was 

"  made  on  the  basis  of  what  it  would  cost  to  reprodnce  the  property  today 
witii  eertain  qnalifieatioiu." 

The  qualifications  mentioned  were  stated  to  be  slightly 
lower  prices  for  labor  than  present  prices.  The  prices  for 
material  used  in  the  appraisal  are  approximately  present 
prices.  Mr.  Robinson  testitied  that  in  making  the  appraisal 
he  used  present  or  war  prices  rather  than  normal  prices 
for  a  pre-war  period,  because  the  company  had  been  buying 
material  at  war  prices  for  three  years,  and  he  believed  that 
it  would  have  to  pay  prices  as  high  as  present  for  a  con- 
siderable period,  perhaps  ten  years.  On  croi^s-examination 
he  admitted  that  the  current  prices  used  in  making  the 
appraisal  were  15  per  cent,  to  25  per  cent,  higher  than  pre- 
war prices.  In  Re  Southwestern  Bell  Telephone  Com- 
pany', (Case  No.  I.'i50)  the  Commission  had  before  it  an 
application  for  increased  rates  for  the  Lancaster  exchange 
owned  and  operated  by  the  Southwestern  company.  In 
that  ease,  the  company  presented  an  appraisal  which  was 
made  up  by  using  current  prices  for  material  and 
labor.  The  Commission,  6iiding  that  such  prices  were 
approximately  25  per  cent,  higher  than  pre-war  prices, 
reduced  the  company's  figures  of  reproduction  cost  less 
depreciation  by  that  percentage.  This  ruling  will  be  fol- 
lowed herein,  since  the  Southwestern  company's  showing 
of  value  in  this  case  is  made  practically  upon  the  same  basis 
as  in  the  Lancaster  case. 

Accordingly,  the  company's  reproduction  cost  less  depre- 
ciation,  should  be  reduced  as  follows: 

Company's  Reduced 

Figures  Figures 

Total  telephone  plant  and  miscellaneous  property $42,435  $31,826 

Cost  of  establishing  business,  estimate  20  per  cent. 

reprodnction    new 9,229  6.922 

Working  capital    1,629  1,629 

TOTALS   $53,293       $40,377 

•  See  Commission  Leaflet  No.  82,  p.  1379. 
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Conclusions. 

The  company's  allowHiice  for  depreciation  reserve,  calcu- 
lated at  8.631  per  cent,  of  the  total  telephone  plant  and 
miscellaiieous  property,  fixed  in  the  company's  appraisal 
on  the  reproduction  cost  new  basis  at  $47,129,  is  $4,067.70. 
Reducing  the  reproduction  cost  new  estimate  by  25  per 
cent,  as  above,  the  cost  new  value  of  the  depreciable  prop- 
,  erty  is  $35,347,  and  the  annual  depreciation  allowanceat 
S.5  per  cent,  is  $1,944.08. 

The  reduetioTi  of  th"  annual  depreciation  allowance  as 
above  changes  the  company's  balance  net  income  as  shown 
by  the  actual  revenue  and  expense  figures  for  the  year  1917 
from  a  loss  of  $1,619.90  to  an  actual  income  of  $1,503.72. 
The  estimated  additional  revenue  from  the  proposed  rates 
is  $2,353,  making  the  total  net  income,  if  such  rates  were 
permitted  to  become  effective,  $3,856.72.  This  amounts  to 
a  return  of  approximately  9.5  per  cent,  on  the  total  invest- 
ment of  $40,377,  which  includes  $6,922  for  cost  of  estab- 
lishing business  and  $1,629  for  working  capital.  This 
return  appears  unroasonalile  and  excessive.  A  memo- 
randum filed  by  the  company  in  this  case,  contains  many 
eommission  and  court  decisions  fixing  8  per  cent,  as  a  fair 
rate  of  return  for  telephone  property.  This  Commission 
has,  in  past  cases,  fixed  7  and  7.5  per  cent,  as  a  fair  and 
equitable  return  in  telephone  rate  cases.  However,  in  the 
recent  Springfield  cases,  supra,  upon  consideration  of  the 
"  universal  obligation  to  make  whatever  sacrifices  neces- 
sary to  bring  the  world  war  to  a  successful  conclusion," 
it  was  held  that  a  7.4  per  cent,  return  was  at  this  time 
unreasonable  and  exorbitant.  We  believe  that  the  rates 
proposed,  under  present  conditions,  would  result  in  axi 
extensive  curtailment  of  the  use  of  telephone  service  in 
Aurora,  a  condition  alike  inimical  to  the  general  public 
good  and  the  interest  of  the  telephone  company. 

After  fully  considering  the  evidence  in  this  case,  and  with, 
due  regard  to  the  present  uimsual  and  abnormal  conditions, 
we  have  arrived  at  the  following  conclusions : 


1.  That  the  rates  and  chai>^  now  eff<Httive  for  t«l«pho. 
Aarora  arc  onreaeonably  low  and  unremunerative. 
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2.  That  the  rates  and  cliar^fes  proposed  by  the  company  are  unreason- 
abte,  exorbitant  and  unfair,  and  that  said  proposed  scbednle  of  rates 
shotild  be  cancelled. 

3.  That  said  company  should  prepare,  and  be  permitted  to  file,  a  nsvi 
schedule,  containing  modified  increases  applicable  equitably  to  the  differ- 
ent classes  of  service;  that  said  increases  shall  be  snch  as  to  produce  not 
more  than  $1,500  additional  revenue  per  annum,  and  yielding  the  com- 
pany approximately  7.4  per  cent  return  on  the  investment  of  $40,377; 
that  such  modified  schedule  shall  be  filed  for  the  consideration  of  the 
Commission  and  shall  not  become  effective  until  permitted  by  order- 

The  value  of  the  telephone  property  was  shown  by  the 
ex  parte  evidence  of  the  telephone  company.  With  the 
deductions  and  corrections  noted,  the  Commisaion  has  ten- 
tatively assumed  the  value  of  $40,377  as  the  public  service 
investment  for  aid  in  the  determination  of  the  reasonable- 
ness of  the  proposed  rates.  No  attempt  has  been  made  to  ■ 
fix  conclusively  the  fair  present  value  of  the  property,  as 
provided  for  in  Section  101  of  the  Public  Service  Com- 
mission I.-aw. 

An  order  carrying  into  effect  the  findings  herein,  will 
be  entered. 

OSDBB, 

The  Commission  having  by  its  order  of  record  in  this 
case,  on  the  eleventh  day  of  July,  1918,  upon  its  own  initia- 
tive, suspended  the  operation  of  the  proposed  new  schedule 
of  rates  for  telephone  service  filed  by  the  Southwestern 
Bell  Telephone  Company  for  its  Aurora  exchange,  entitled 
Second  Revised  Sheet  No.  1  to  P.  S.  C.  Mo.  No.  4.  and  full 
investigation  of  the  matters  and  things  involved  having 
been  had,  and  the  Commission  having  on  the  date  hereof 
made  and  filed  its  report  containing  its  findings  of  fact 
and  conclusions  thereon,  which  said  report  is  hereby 
referred  to  and  made  a  part  hereof; 

Now,  upon  the  evidence  in  the  case,  and  after  due 
deliberation, 

.  It  i.i  ordered,  1.  That  the  Commission,  considering  the 
rates  and  charges  proposed  by  the  company  to  be  unrea- 
sonable, exorbitant  and  unfair,  hereby  orders  that  the  said 
schedule  of  rates  be  canceled  and  withdrawn  from  the  files 
of  the  Commission  on  or  before  October  15,  1918. 
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Ordered,  2.  That  said  company  prepare,  and  be  per- 
mitted to  file,  a  new  sehednle,  containing  modified  increases 
applicable  equitably  to  the  different  classes  of  service ;  that 
said  increases  shall  be  snch  as  to  prodace  not  more  than 
$1,500  additional  revenno  per  annmn,  ahd  yielding  the  com- 
pany approximately  7.4  per  cent,  return  on  the  investment 
of  $40,377 ;  that  such  modified  schedule  shall  be  filed  for  the 
consideration  of  the  Commission  on  or  before  October  15, 
1918,  and  shall  not  become  effective  ■  qntil  permitted  by 
order. 

Ordered,  3.  That  this  order  shall  take  effect  on  October 
10,  and  that  the  secretary  of  the  Commission  forthwith 
serve  on  the  Soothwestern  Bell  Telephone  Company  a  cer- 
tified copy  of  this  order  and  the  report  herein. 

Ordered,  4.  That  the  applicant,  the  Southwestern  Bell 
Telephone  Company,  be,  and  it  is  hereby,  required  to  notify 
the  Comraiesion  in  the  manner  prescribed  in  Section  25 
of  the  Public  Service  Commission  Law,  within  five  days 
after  the  receipt. of  the  certified  copy  of  this  order  and 
report  herein,  whether  the  terms  of  this  order  are  accepted 
and  will  be  obeyed. 

October  1,    1918. 


In  re  Suspension  of  Kates  for  Riteal  Service  of  King 
CrrY  Teijephone  Exchange  Company. 

Case  No.  1603. 

Bedded  October  17,  1918. 

Ineraase  in  Banl  Switching  Kate  Effoctive  for  One  Year  Authorized  — 

6  Per  Gent  Find  as  BeBarre  for  Depreciation  —  7  Per  Omt 

Fixed  as  Bate  of  Betom  —  Service  Ordered  Improved. 

Report. 
Uu  May  10,  1»18,  the  King  City  Telephone  Exchange 
Company,  operating  a  telephone  exchange  and  system  in 
King  City,  Missouri,  and  vicinity,  filed  with  the  Commis- 
sion its  schedule  P.  S.  C.  Mo.  No.  5,  effective  June  1, 1918, 
cancelling  its  P.  S.  C.  Mo.  No.  4,  whereby  it  proposed  to 
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increase  its  switching  rat«  for  Class  A  rnral  service  from 
$2.00  to  $4.00  per  aniimii. 

Thereafter,  on  May  31,  1918,  a  large  number  of  the  com- 
pany's rural  patrons  filed  protests  against  the  proposed 
increase  of  their  rates  and  the  Conunission  on  said  date 
and  again  on  Septem)>er  26,  1918,  entered  ite  order 
suspending  said  new  schedule  pending  an  investigation 
of  the  reasonableness  and  lawfulness  of  the  same. 

The  evidence  was  heard  by  a  member  of  the  Commission, 
at  St.  Joseph.  Missouri,  on  August  9,  1918,  and  thereafter 
the  case  was  argued  by  counsel  before  the  Commission  at 
Jefferson  City,  and  now  conies  on  for  decision  upon  the 
record  before  us. 

The  Fa<tts. 

It  appears  from  the  Federal  census  of  1910  that  King 
City  has  a  population  of  966,  and  from  the  evidence  in  the 
case,  that  the  telephone  system  was  constructed  in  the  fall 
or  winter  of  1905.  It  is  a  groimded  system  and  the  com- 
pany has  in  operation  252  residence  telephones  and  55  busi- 
ness telephones  in  King  City,  and  switches  352  telephones 
on  46  rural  lines  mniiiiig  into  its  central  station. 

The  company  owiis,  maintains  and  operates  the  central 
station,  all  lines,  poles,  and  equipment  within  the  limits  of 
King  City,  and  the  rural  patrons  own  and  maintain  their 
telephone  instruments,  and  their  poles  and  wires  outgide 
of  the  limits  of  King  City;  and  the  company's  present 
rates  are  $12.00  per  annum  for  residence  telephones  and 
$18.00  per  annum  for  business  telephones  within  King  City, 
and  $2.00  per  annum  for  switching  its  rural  patrons.  Both 
the  city  and  rural  patrons  have  the  privilege  of  free  cpnnec-, 
tion  with  all  telephones  within  King  City,  and  all.  rural 
lines  running  out  of  the  city,  and  also  to  Buswin,  Ford 
City,  Union  S^tar,  Highland  City,  and  several  other  out- 
lying station.'*  to  which  the  company  has  leased  telephone 
lines. 

Tlie  company's  rate  f()r  switching  its  rural  patrons  was 
at  first  $1.00  per  animni,  then  $2.00  \vt  annum,  and  then 
it  seems  that  the  company  endeavored  to  raise  the  rate  to 
$6.(K)  per  aniunn  hut  was  unable  to  secure  the  consent  of  its 
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mral  palrons  to  such  an  inorcasp,  aiid  as  a  ri'sult  on  March 
1,  1918,  fll«I  its  proposed  schednlp  fixing  the  rate  at  $4.00 
per  annum.  Seventy-seven  of  the  rural  patrons  have  voion- 
tj.rily  paid  the  proposed  rate  oC  $4.00  per  annum  since 
March  1,  1918,  but  it  appears  that  the  remaining  275  rural 
patrons  are  unwilling  to  pay  a  rate  in  excess  of  $3.00  per 
annum,  and  pending  an  adjustment  of  the  controversy  have 
not  paid  the  company  anything  for  their  service  since 
March  1, 1918.  It  is  claimed  by  the  rural  patrons  that  when 
they  connected  their  lines  with  the  company's  lines  about 
the  year  1909  that  the  company  represented  to  them  that 
their  rates  would  never  exceed  $1.00  per  annum  and  that 
the  company  was  to  be  operated  purely  as  a  mutual  com- 
pany. It  further  appears,  however,  that  for  the  last  five 
or  sis  years  a  contract  has  been  made  each  year  between 
the  company  and  these  patrons  fixing  the  rate  for  a  period 
of  a  year  only  and  that  the  company  has  consistently 
refused  to  contract  for  more  than  a  year. 

VAI.rK  OF  Pr.OPKRTY. 

As  stated,  the  plant  is  a  grounded  system  with  252  resi- 
dence telephones  and  55  business  telephones  with  the  usual 
wires,  poles,  and  other  equipment  within  King  City. .  The 
switchboard  is  a  400  line  Swedish- American  switchboard, 
and  the  switchboard,  poles,  wires,  and  other  equipment  of 
the  company  are  in  fairly  good  condition;' it  appearing 
from  the  testimony  of  Mr.  Oshell,  an  experienced  telephone 
man,  that  by  an  expenditure  of  something  like  $200  the 
sftitchboard  can  be  put  in  condition  to  give  fair  sei-vice. 

\o  detailed  inventory  or  valuation  of  the  company's 
property  devoted  to  the  imblic  service  has  been  made  either 
by  the  company  or  by  the  Commission,  and  neither  has 
there  been  any  separation  of  property  or  operating 
»*xpensea  as  between  the  city  service  and  rural  service. 
It  appears,  however,  from  the  testimony,  that  the  plant  was 
constructed  in  the  fall  ov  winter  of  1905  at  a  cost  of  $2,500; 
and  that  from  1905  to  19lfi  all  the  earnings  of  the  com- 
pany, amounting  to  $12,500,  were  spent  for  improvements 
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and  extensions,  thereby  making  the  investment  in  the  prop- 
erty aggregate  the  sum  of  $15,000;  and  by  adding  the 
investment  in  the  plant  each  year,  and  then  deducting  from 
8  to  10  per  cent,  per  cumuin  for  depreciation,  the  company 
estimates  that  the  fair  value  of  the  property  for  rate- 
making  purposes  on  January  1,  1918,  was  the  sum  of 
$8,577.91. 

Revenues  and  Expenses. 
It  appears  from  the  evidence  that  the  net  earnings  above 
expenses  amoimted  for  the  year  1916  to  $277.92;  for  the 
year  1917  to  $683.49;  and  for  the  first  six  months  of  the 
year  1918  to  $187.33.  Two  hundred  and  seventy-five  of  the 
rural  patrons,  however,  have  not  paid  anything  since 
March  1,  1918,  and  the  amount  owing  by  them  at  the  pres- 
ent rate  for  four  months,  aggregating  $183.33,  should  be 
added  to  the  $187.33,  thereby  making  the  net  earnings  for 
the  first  six  months  of  3918  amount  to  $370.66,  or  for  the 
year  1918  to  $741.32.  The  following  table  wiU  show  the 
effect  of  the  earnings  at  jiresent  rates  as  applied  to  a  return 
of  7  per  cent,  and  a  depreciation  of  6  per  cent  on  a  valua- 
tion of  $8,600.  . 

Net  eamii^s,  1916 *277  92 

7  per  cent  retnm  on  $8,600 602  00 

6  per  cent,  depreciation  on  $8,600 516  00 

Net  earnings  required  to  cover  return  and  depreciation 1,118  00 

Amount  by  which  earnings  failed  to  cover  return  and  deprecia- 
tion   ' 840  00 

Net  earnings,  1917 683  49 

7  per  cent,  return  on  $8,600 602  00 

6  per  cent,  depreciation  on  $8,600 516  00 

Net  earnings  required  to  cover  return  and  depreciation 1,118  00 

Amount  by  which  earnings  failed  to  cover  return  and  de- 
preciation      434  61 

Net  eamii^s,  first  six  months,  1918 187  33 

Add  payments  275  patrons  for  4  months  at  $2.00  per  year 183  33 

Adjusted  net  earnings,  first  six  months,  1918 370  66 

Estimated  net  earnings  for  year  on  above  basis 741  32 

7  per  cent,  return  on  $8,600 602  00 

6  per  cent,  depreciation  on  $8,600 616  00 

Net  earnings  required  to  cover  return  and  depreciation 1,118  00 

Amount  by  which  earnings  failed  to  cover  return  and  de- 
preciation    376  68 
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It  thuK  appears  that  a  deficit  below  a  7  per  cent,  retam 
and  6  per  cent,  for  depreciation  on  a  valuation  of  $8,600 
amounted  for  the  year  1916  to  $840;  for  the  year  1917  to 
$434.51 ;  and  for  the  year  1918  will  amount  to  $376.68;  and 
that  an  increase  of  $2.00  per  annum  on  352  rural  telephones 
M-ill  amount  to  $704  per  annum. 

Service  and  Rates. 
While  the  company  received  a  rather  large  return 
during  the  early  years  of  its  operation,  it  appears  from  its 
earnings  for  the  years  1916, 1917,  1918,  with  other  facts  in 
the  ease,  that  its  present  rates  are  insufficient  to  yield 
reasonable  compensation  for  the  service  rendered  and  are 
unjust  and  unreasonable.  We  also  think  that  the  proposed 
rate  of  $4.00  per  annum  is  a  just  and  reasonable  rate  in 
view  of  the  evidence  in  this  case  and  by  comparison  with 
the  rates  of  other  companies  in  this  State  for  similar  serv- 
ice. In  the  case  of  Texas  Prairie.  Telephone  Company  v. 
Oak  Grove  Home  Telephone  Company,"  4  Mo.  P.  S.  C.  (1  e.) 
531,  this  Commission  said: 

■■  Exhibit  No.  5  offered  in  evidence  by  the  defendant  shows  the  rates 
OD  file  with  this  Commission  and  now  in  effect  throughout  the  state  for 
Bwitching  rural  lines  owning  and  maintaining  their  own  lines  and  equip- 
ment np  to  the  initial  rate  area.  The  exhibit  is  interesting  and  important, 
aod  discloses  that  31  companies  charge  rates  for  such  service  ranging 
from  $1.00  to  $3.00  per  year,  per  subscriber,  and  98  companies  a  rate  of 
$6.00  per  year,  per  subscriber;  with  a  comparatively  small  nnmber  of 
rompanies  charging  other  miscellaneous  rates  ranging  from  $4.00  up  to 
as  high  as  $12.00  per  year,  per  subscriber;  the  exhibit  thus  disclosii^ 
that  102  companies  in  Missouri  charge  a  rate  of  $3.00  or  less,  per  year, 
per  safaseriber,  as  against  98  companies  which  chai^  $6.00  per  year,  per 
sabseriber,  for  the  same  character  of  service  onder  the  same  or  sub- 
stantially the  same  circumstances  and  conditions  as  is  involved  in  this  ease." 

The  finding  in  the  above  case  was  made  in  1916,  and  we 
know  that  the  average  rate  for  such  service  has  increased 
since  that  time. 

The  company  is  now  paying  6  operators  wages  aggre- 
gating $135.32  per  month,  and  says  that  it  is  necessary  to 


*  See  Commission  Leaflet  Ho.  60,  p.  1438. 
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pay  them  $221  per  month,  or  a  little  less  than  $37.00  per 
month  each.  It  is  also  paying  its  lineman  $60.00  per  month 
and  desires  to  increase  his  waf^es  to  $75.00  per  month,  which 
increasi's  in  wages,  we  think,  are  justified  and  must  be  met 
by  an  increase  of  the  company's  rates  for  its  service. 

It  is  the  duty  of  the  company,  however,  to  render  ade- 
quate service  to  its  patrons,  and  we  think  that  it  should  be 
required  to  improve  the  service  as  herein  stated.  It 
appears  from  the  evidence  that  an  electric  light  plant  was 
put  in  at  King  City  about  six  years  ago,  and  that  on  account 
of  the  wires  of  the  electric  company  and  the  telephone  com- 
I>any  being  attached  to  the  same  poles,  and  running  through 
the  leaves  and  limbs  of  the  same  trees,  and  paralleling,  at 
several  points  within  King  City,  there  is  such  induction 
and  noise  from  the  electric  wires  that  service  is  very  unsat- 
isfactory over  the  telephone  line  from  the  time  the  electric 
lights  go  on  shortly  after  sunset  until  twelve  o'clock  at 
night  and  during  wet  weather,  and  we  think  it  is  plainly  the 
duty  of  the  company  to  remedy  this  trouble,  so  far  as  it 
can  be  reasonably  done. 

As  to  just  what  should  be  done  to  remedy  this  trouble 
we  arc  unable  to  say  definitely  from  the  evidence  at  this 
time.  Some  of  the  witnesses  testified  that  it  would  not  cost 
to  exceed  $200  or  $300  each  to  the  telephone  and  light  com- 
panies to  separate  and  place  the  wires  on  separate  poles, 
etc.,  so  as  to  sufficiently  remedy  thi.s  trouble;  while  another 
witness  testified  that  the  company  fhould  run  its  telephone 
wires  in  a  cable  beyond  the  termiims  of  the  high  voltage 
electric  light  lines  one-half  mile  from  the  telephone  office. 

The  company  should  forthwith  do  whatever  is  reasonably 
necessary  to  prevent  this  induction  and  improve  its  service 
to  its  patrons.  The  company  must  render  adequate  service 
if  it  asks  fair  rates. 

Conclusion. 

After  carefully  considering  all  the  facts  in  evidence,  we 
think  that  the  company  should  be  permitted  to  increase  its 
maximum  rates  for  Class  A  rural  service  from  $2.00  per 
annum  to  $4.00  per  annum  for  a  temporary  period  of  one 
year  as  provided  in  the  order  herein. 
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At  the  expiration  of  such  period,  any  interested  party 
may  file  a  supplemental  petition,  or  motion  herein,  asking 
a  further  hearing  with  reference  to  the  service  or  rates  of 
the  conipany,  when  the  Commission  will  make  a  final  order 
in  the  case. 


The  King  City  Telephone  Exchange  Company  filed  a 
schedule  for  increased  rate  for  Class  A  rural  service  from 
$2.00  to  $4.00  per  annum,  effective  June  1, 1918.  The  sched- 
ule so  filed  was  suspended  pending  an  investigation  of  the 
reasonableness  of  the  rates  therein ;  and  full  investigation 
having  now  been  had,  and  the  Commission  having  on  this 
date  filed  a  report  containing 'its  findings  and  conclusions 
herein,  which  report  is  made  a  part  hereof. 

It  is,  therefore,  ordered,  1.  That  the  order  heretofore 
made  suspending  the  said  schedule  be  set  aside  and  for 
naught  held,  and  that  the  said  schedule  and  rate  contained 
therein  become  effective  for  a  period  of  one  year  from  and 
after  November  1,  1918,  or  nntil  the  further  order  of  the 
Commission. 

Ordered,  2.  That  the  Commission  fully  retain  jurisdic- 
tion of  the  parties  and  subject  matter  of  this  cause  to  make 
any  further  orders  herein  as  may  be  proper  at  the  end  of 
said  pt-riod  of  one  year,  or  at  any  other  time,  upon  the  evi- 
dence now  before  the  Commission,  together  with  such  other 
evidence  as  the  parties  may  offer. 

Ordered,  3.  That  this  order  shall  take  effect  on  the  first 
day  of  November,  1918,  and  that  within  ten  days  after  the 
service  upon  it  of  a  copy  of  this  order,  said  applicant  com- 
pany shall  notify  the  Commission  as  provided  by  Section  25 
of  the  Public  Service  Commission  Act  whether  the  terms  of 
this  order  are  accepted  and  will  be  obeyed. 

Ordered,  4.  That  the  secretary  of  the  Commission  forth- 
with serve  a  copy  of  the  report  and  order  herein  on  the 
parties  hereto. 

October  17,  1918. 
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In  re  Suspension  of  Bates  of  Webb  City  Exphange  of 
Home  Telephone  Company  at  Joplin. 

Case  No.  1458. 

Decided  October  S4,  1918. 

Increue  ia  Kates  ECectiTe  for  One  Tear,  War  Oondltioita  Considered, 
Aathorized  —  No  Valaation  Hade  —  ILatea  In  OtJier  Oities  0<ai- 
Bidered  TTseftd  Onl;  for  Pnrposea  of  Oonuiorison —  Switch- 
board Ijamp  Signals  in  Oord  Oircnits  Ordered  In- 
BtaJIed  —  Znstallatloii    of    Oomnion    Batterr 
System  Not  Ordered. 

Applicant  flied  a  schedule  of  increased  rates  to  be  efiFeetive  at  its  Webb 
City  exchange.  The  aystem  serves  widely  scattered  minii:^  districts,  and 
fluctuations  in  the  mining  business  are  directly  reflected  in  the  number  of 
stations  in  operation  at  any  given  time. 

The  cost  new  less  depreciation  value,  as  of  June,  191S,  based  upon 
pre-war  prices  was  $94,790.  A  valuation  by  the  company  made  in  Jnne, 
1917,  gave  a  cost  new  value  of  $158,900.51,  and  a  cost  new  less  deprecia- 
tion value  of  $128,662.13,  both  values  including  an  allowance  of  $3,000 
for  working  capital.  The  annual  net  earnings  available  for  reserve  for 
.  depreciation  and  return,  for  the  year  ending  Februaiy  28,  1918,  on  a  basis 
of  1,635  telephones,  were  $8,740,89,  and  under  the  proposed  rates,  includ- 
ing toll  revenues,  the  Commission  found  they  will  be  $10,842,  considering 
that  the  company  had  1,656  telephones  in  operation  on  Jane  15, 1918,  and 
tbat  on  increase  in  wages  of  $3,150  per  year  would  have  to  be  granted. 

Ueld:  That  the  rates  proposed  were  well  balanced  and  reasonable,  and 
would  not  return  an  unreasonable  interest  to  the  company  and  should  be 
authorized,  and  as  the  increase  in  rates  was  justified  becaose  of  the  present 
emei^ucy  high  costs  confronting  the  company,  the  proposed  rates  should 
be  antborized  only  during  the  continuance  of  that  emergency.  Therefore, 
the  increase  would  be  authorized  for  one  year; 

That  the  Commission  would  not  fix  a  valuation  in  the  absence  of  a 
formal  appraisal  by  its  engineers,  because  such  valuation  was  not  neces- 
sary to  determine  the  reasonableness  of  the  rates  proposed.  As  the  Com- 
mission assumed  without  so  finding  that  6  per  cent,  was  adequate  for  an 
annual  reserve  for  depreciation  and  that  7  per  cent,  was  a  sufficient 
return  upon  the  investment,  it  found  that  $10,842  would  amount  to  13  per 
cent,  upon  an  investment  of  $81,863,  a  figure  well  within  the  probable 
value  of  the  company's  exchange; 

That  ral^s  in  other  cities  should  not  be  accepted  as  a  basis  for  justifying 
rates  for  any  particular  exchange,  but  were  nseful  for  purposes  of 
comparison ; 

That  the  company  should  install  lamp  signals  in  the  operators'  .cord 
circuits  at   its  switj?hbonrd  in  order  to  give  satisfactory  and  sdeqnato 
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service,  as  there  was  difficulty  in  attracting  the  attention  of  the  operator 
when  immediate  reconnection  was  desired; 

That  the  iufitallatton  of  a  common  battery  system  as  asked  for  by  sub- 
scribers in  order  to  improve  tlie  service  would  not  be  ordered  at  thia  time, 
as  the  cost  of  such  installation  is  prohibitive,  end  it  b  a  serions  question 
whetiier  the  Federal  Govenunent  would  permit  the  company  to  buy  this 
equipment  dnrii^  the  war. 

Repobt. 

On  January  29,  191S,  there  was  filed  with  the  Public 
Service  Commission  by  the  Home  Telephone  Company  of 
Joplin,  its  P.  S.  C.  Mo.  No.  11,  replacing  and  cancelling  its 
P.  S.  C.  Mo.  No.  4,  and  Supplement  thereto,  covering 
changes  in  rates  for  telephone  service  at  Webb  City, 
Missouri,  as  follows: 

Present    Proposed 

CUua  of  Service  Rate  Rate 

Business,    angle  line $200  $300 

Business,  four-party  selective  line 1  75  2  50 

R«sidenee,  sin^e  line 150  200 

Residence,  four-party  selective  line 125  150 

P.  B.  X.  tnmk  Unee 2  50  3  00 

I.  C.  S.  trunk  lines 2  50  3  00 

Special  toll  trunk 2  00 

Single  booths 1  00 

ProTisions  for  special  combination  exchange  and 

pay  station  and  pay  station  service. 

On  January  30,  1918,  an  order  was  issued  by  the  Com-  ■ 
mission  suspending  the  effective  date  of  the  proposed 
schedule  for  a  period  of  one  hundred  and  twenty  days  from 
March  1,  1918,  to  and  including  June  29,  1918,  and  on  June 
25,  1918,  Supplemental  Order  No.  1  was  issued  further 
sQspending  such  effective  date  for  an  additional  x>^riod  of 
one  hundred  and  twenty  days  from  June  29,  1918,  to  and 
including  October  27,  1918. 

The  case  was  heard  at  Webb  City,  Missouri,  on  July  5, 
1918,  by  one  of  the  Commissioners.  The  city  of  Webb  City 
■  and  a  number  of  individual  objectors  appeared  at  the  hear- 
ing. Thereafter  briefs  were  filed  by  counsel  for  the  ccm- 
pany  and  for  the  city  of  Webb  City,  and  the  case  is  thus 
before  the  Commission  for  decision. 
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The  Pacts. 

The  1910  Federal  census  gives  Webb  City  a  population  of 
11,817,  and  that  is  not  far  from  its  present  population.  For 
several  years  the  Bell  telephone  company  and  the  Home 
Telephone  Company  both  operated  telephone  exchanges 
in  Webb  City.  About  four  years  ago  the  Home  company 
acquired  the  property  owned  by  the  Bell  company  and  has 
since  been  operating  it  as  one  exchange.  The  switchboard 
of  the  company  is  a  Monarch  magneto  multiple  switch- 
board, with  local  batteries,  and  the  lines  are  full  metallic. 
On  account  of  the  telephone  system  serving  a  widely  scat- 
tered mining  district,  many  of. the  lines  are  of  unusual 
length  for  an  exchange  of  this  size  and  many  of  the  tele- 
phone stations  are  2  miles  <)r  more  from  the  central  office. 
The  fluctuations  in  the  mining  business  are  directly  reflected 
in  the  stations  in  operation  at  any  given  time.  Testimony 
as  to  the  value  of  the  plant  was  introduced  by  Mr.  W.  P. 
Sloan  of  the  firm  of  Sloan,  Huddle,  Feustal,  and  Freeman, 
consulting  engineers,  of  Boston,  Massachusetts,  who  testi- 
fied that  he  had  made  a  detailed  inventory  of  the  entire 
plant  in  June,  1915,  and  at  that  time  there  were  1,288  tele- 
phone stations  receiving  service,  and  that  he  then  placed 
the  cost  new  less  deprt-ciation  value  of  the  property  at 
$94,790,  or  $74.00  plus  per  station. 

In  the  inventory  as  submitted  pre-war  prices  were  used 
entirely,  and  apparently  the  unit  costs  as  used  are  not  in 
excess  of  those  used  by  the  engineer  of  this  Commission 
and  other  engineers  in  making  appraisals  of  telephone 
property  in  other  cities  in  the  neighborhood  of  Webb  City. 
No  going  value  or  other  intangibles  were  used.  The  tele- 
phone company  adopted  $94,790  as  the  actual  value  of  the 
plant  as  of  June  1, 1915,  and  since  that  date  all  extensions, 
new  work  and  improvements  have  been  carried  forward  on 
its  books  in  the  maimer  prescribed  by  the  Interstate  Com- 
merce Commission  and  the  Public  Service  Commission  of 
Missouri. 

In  June,  1917,  Engineer  Sloan  again  visited  Webb  City, 
and  checked  up  ail  the  items  of  expense,  and  after  making  a 
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careful  analysis  found  the  value  of  the  plant,  cost  new,  to 
include  all  that  part  used  and  useful  in  furnishing  the  tele- 
phone service,  including  working  capital  of  $3,000  and  the 
necessary  capital  expenditures  to  secure  business,  to  be 
1168,900.51,  and  the  cost  new  less  depreciation  to  be  $128,- 
662.13.  This  includes  the  item  of  $6,706  for  real  estate,  being 
the  property  occupied  as  the  central  office.  There  is  also  an 
item  of  $5,000  for  cost  new  duplicate  property.  The  dis- 
position of  this  amount  is  not  clear.  He  also  found  that  in 
June,  1917,  the  company  had  in  service  1,728  telephones. 
This  allowed  a  value  of  $74.00  plus  per  station.  In  June, 
1918,  the  company  had  but  1,555  telephones,  or  a  loss  of 
173,  which  will  make  an  increase  in  the  cost  per  station 
nnder  the  Sloan  valuation. 

Mr.  Polk,  a  consulting  engineer  from  Kansas  City  also 
testified  to  the  effect  that  the  prices  used  in  making  the 
inventory  were  fair,  and  that  the  amount  allowed  for  depre- 
ciation is  not  excessive.  No  formal  valuation  was  ordered 
by  the  Commission,  and  its  telephone  engineer  has  not 
checked  the  inventory  and  appraisal  offered  by  the  com- 
pany. The  telephone  company  submitted  a  statement  show- 
ing the  contractual  value  for  the  service  of  the  exchange  as 
follows : 


Present  Rate. 

Annual 

Annual 

Claaaificatiott 

Number 

Rate 

Rate 

Income 

Sii^e  line  business 

355 

$2  00 

$24  00 

$8,S20  00 

Putjr  line  business 

15 

250 

30  00 

450  00 

Party  line  bosiness 

2 

200 

24  00 

48  00 

Party  line  business 

5 

1  75 

21  00 

105  00 

Single  line  residence 

845 

1  50 

18  00 

15,210  00 

Party  Une  residence 

76 

1  60 

18  00 

1,368  00 

Partv  line  residence 

209 

1  25 

18  00 

3,135  00 

Private  branch  stations. . . 

9 

I  00 

12  00 

108  00 

Extension  bnsiness  

50 

1  00 

12  00 

600  00 

49 

75 

9  00 

432  00 

Pay  BtfttioDS 

4 

1,635     $29,976  00 
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Proposed  Bate*. 

Monthly  Annual  AiiHual 

Classificalion  Number  Sate  Sate  Incorne 

Single  iine  bnsiness 355  $3  00  $36  00  $12,780  00 

Party  line  business 16  2  50  30  00  450  00 

Party  line  busineaa 2  2  00  24  00  48  00 

Party  line  business 5  2  50  30  00  150  00 

Single  line  residence 845  2  00  24  00  20,280  00 

Party  line  residence 76  1  50  18. 00  1,368  00 

Party  line  residence 209  2  00  24  00  5,016  00 

Private  branch  stations 9  1  00  12  00  108  00 

Bstension  business  .'. 50  100  12  00  6000O 

Extension  residence   48  76  9  00  432  00 

Pay  stations 4  

Free  telephones  17  


$41,232  00 


Both  of  the  above  statements  are  based  upon  1,635  tele- 
phones, being  the  number  receiving  service  at  that  time, 
and  the  increase  per  annum  at  the  new  or  proposed  rates  is 
$11,256. 

The  actual  revenue  for  the  year  ending  Februaiy  28, 
1918,  as  appears  from  the  evidence,  was  as  follows: 

Exchange  service    $32,240  32 

Toll  service 4,038  37 

Other  exchange  service 159  08 

$36,437  77 
Uncollectible 889  33 


TOTAL '$35,547  94 

The  expense  for  the  year  ending  February  28,  1918,  was 
as  follows: 

Maintenance  expense  $7,405  71 

Traffic  expense 10,794  63 

Commercial  expense 3,137  58 

General  expense 3,846  45 

Taxes 850  00 

AmortiBcd  bond  discount 722  78 


•$20,807  0^ 


p  for  depreciation,  int^'ri'st  and  return  on  investment.        $8,740  i 


•An  error  is  apparent. 
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If  the  rates  as  asked  for  were  to  be  allowed,  the  total 
revenue  and  expense  estimated  by  the  company  for  one 
year  would  be  as  follows ; 

Revenue. 

Exchange  service $41,232  00 

Toll  Bcrvice 4,000  00 

OUier  exchange  service 175  00 

$45,407  00 

Unwrilectthle 300  00 

TOTAL $45,107  00 

Expanse. 

Uaintenance  expense  $8,000  00 

Traffic  expense    12,500  00 

Comtnereial  expense 3,500  00 

General  expense 3,800  00 

Minor  rents 50  00 

Taxee 850  00 

Amortized  bond  disooant 700  00 


$20,400  00 


Balance  for  depreciatitHi,  interest  and  return  on  investment. .     $15,707  00 

All  of  the  computations  above  referred  to  were  made 
on  the  basis  of  1,635  telephone  stations,  while,  as  a  matter 
of  fact,  the  company  only  had  1,555  on  June  15,  1918.  The 
estimated  contract  value  of  1,635  stations  in  the  sum  of 
$41,232  brings  an  estimated  annual  charge  per  station  of 
$25.22.  With  1,555  stations,  the  exchange  service  charge 
would  be  $39,217.  To  this  should  be  added  toll  service  of 
$4,000,  and  other  exchange  service  of  $175,  from  which 
should  be  deducted  uncollectible  revenue  of  $300,  (esti- 
mated) from  all  of  which  we  find  an  estimated  annual  reve- 
nue for  this  exchange  of  $43,392  under  the  rates  pro- 
posed, calculating  upon  1.555  telephones  in  seivice,  without 
estimating  any  discontinuance  of  service  on  account  of 
increased  rates. 

The  estimated  annual  expenses  of  the  exchange  were 
given  at  the  hearing  as  $29,400.    No  serious  criticism  was 
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offered  as  to  any  item  of  expense,  except  that  of  general 
expense  in  the  sum  of  $3,8()0.  This  is  the  proportion  of  the 
entire  general  expense  ot  the  companj'  charged  to  the  Webb 
City  exchange  and  the  evidence  justified  the  charge.  On 
Sept^nber  4, 1918,  General  Manager  Crane  filed  an  affidavit 
from  which  it  appears  that  there  are  32  employees  of  the 
Webb  City  exchange,  and  that  it  will  be  necessary  at  once 
to  increase  the  pay  roll  approximately  $262.50  per  month, 
or  $3,150  per  year.  This  amount,  added  to  $29,400,  brings 
the  estimated  annual  expense  up  to  the  sum  of  $32,550. 
Subtracting  this  from  the  estimated  annual  reveime,  leaves 
the  sum  of  $10,842  as  the  estimated  net  annual  earnings 
from  operations  applicable  to  depreciation  and  return  upon 
investment. 

Considerable  testimony  was  introduced  at  the  hearing 
with  reference  to  the  poor  service  furnished.  The  cliief 
complaint  made  is  the  difficulty  of  attracting  the  attention 
of  the  operator  to  secure  disconnection  when  the  subscriber 
seeks  to  talk  to  another  i>erson  immediately  after  having 
been  connected  with  the  original  party.  The  engineer  of 
the  Commission  fonnd  after  making  some  tests  that  there 
was  ground  for  the  complaint.  He  made  recommendations 
as  to  what  should  be  done  to  remedy  the  trouble,  one  of 
which  was  to  have  lamp  signals  installed  and  used  in  the 
operator's  cord  circuits.  It  appears  from  letters  filed  with 
the  Commission  that  the  apparatus  necessary  for  this 
improvement  has  been  ordered  and  would  be  shipped  from 
the  factory  on  October  14,  and  the  company  expected  the 
apparatus  to  be  installed  before  November  1.  With  this 
signalling  apparatus  installed  and  in  efficient  operation  and 
wnth  proper  supervision  of  the  switchboard  operators,  the 
main  source  of  complaint  should  be  effectually  removed. 
The  engineers  for  the  company,  and  George  P.  Player,  tele- 
phone engineer  for  the  Commission,  testified  that  the  only 
feasible  plan  to  remove  all  possible  just  complaints  against 
the  sendee  would  be  the  installation  of  a  common  battery 
system.  This  was  urged  by  some  of  the*  objectors.  How- 
ever, the  cost  of  such  installation  at  this  time  is  prohibitive, 


DigilizcdbyGOOglc 


In  re  Home  Telephokb  Compaky.  201 

C.  L.  »1] 

and  it  is  a  serious  question  whether  the  Federal  Govern- 
ment would  permit  tht^  company  to  buy  the  equipment 
during  the  war.  The  cost  of  such  installation  would  doubt- 
less require  a  further  rate  increase  in  order  to  give  the 
company  a  return  upon  the  additional  investment. 

COKCLUSION. 

The  Commission  did  not  enter  into  a  formal  valuation  of 
the  property  of  the  company  used  and  useful  in  its  exchange 
at  Webb  City,  and  the  view  we  take  of  the  case  makes  it 
unnecessary  to  fix  any  valuation  from  the  ex  parte  evidence 
of  the  company.  As  nearly  as  we  can  determine  from  the 
evidence,  taking  into  consideration  the  estimated  annual 
revenues  at  the  proposed  rates,  and  the  estimated  annual 
expenses  in  the  light  of  the  present  situation  ajid  present 
cost  of  labor  and  materials,  the  proposed  rates  will  earn  for 
the  company  net  over  operating  expenses  $10,842  annually. 
'Assuming,  without  so  finding,  that  6  per  cent.,  per  annum, 
is  adequate  for  annual  depreciation  reserve,  and  that  7  per 
cent.,  per  annum,  is  a  sufficient  return  upon  investment,  we 
find  that  $10,842  would  amount  to  13  per  cent,  upon  an 
investment  of  $81,863,  a  figure  well  within  the  probable 
value  of  the  company's  exchange  at  Webb  City.  The  Com- 
mission will,  therefore,  not  fix  a  value  in  this  case  in  the 
absence  of  a  formal  appraisal  by  its  engineers,  because  such 
valuation  is  not  necessary  in  order  to  determine  the 
reasonableness  of  rates  proposed  to  be  charged. 

The  rates  proposed  for  Webb  City  appear  to  be  well 
balanced  and  reasonable  and  will  imt  produce  an  unreason- 
ably high  return  to  the  eompan>'.  Rates  in  other  cities 
caimot  be  accepted  as  a  basis  for  justifying  rates  for  any 
particular  exchange,  but  are  useful  for  purposes  of  com- 
parison. The  records  of  this  Commission  disclose  tele- 
phone rates  in  some  of  the  cities  of  Missouri  comparable 
with  Webb  City,  or  of  less  population,  as  follows: 
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population  Bufiiief^fi  Jfcsideiicc 

Clayton    1,000  $3  00  $2  00 

Fei^son 1,658  3  00  2  00 

FloriBBOTit   , 765  3  00  2  00 

Hannibal 18,341  3  00  2  00 

Kirkwood    4,171  3  00  2  00 

Moberly    10,923  3  00  2  00 

Poplar  Blnff 6,B16  3  00  1  50 

Oronc^ 1,912  3  00  2  50 

Purcell 994  3  00  2  50 

Louisiana    4,454  3  00  1  75 

The  Commission  has  concluded  that  the  schedule  under 
suspension  should  be  permitted  to  go  into  effect.  This  will 
be  done  with  the  understanding  that  the  equipment  herein 
referred  to  is  installed  and  that  reasonable  service  is  fur- 
nished to  the  snbscrihers  of  the  company.  In  order  to  see 
that  service  is  given,  the  Commission  will  retain  jurisdie-  . 
tion  of  the  case.  The  increase  in  rates  being  justified  by 
the  present  emergency  of  high  costs  confronting  the  coni- 
I>any,  the  proposed  rates  should  be  permitted  to  be  charged 
only  during  the  continuance  of  that  emergency. 

An  order  in  conformity  hereto  will  he  entered. 

Obdeb. 
This  case  being  at  issue  upon  the  order  of  the  Commission 
suspending  the  effective  date  of  P.  S.  C.  Mo.  No.  11,  of  the 
Home  Telephone  Company  of  Joplin,  replacing  and  can- 
celling its  P.  S.  C.  Mo.  No.  4  and  Supplement  thereto,  the 
same  being  schedule  of  proposed  rates  and  charges  to  be 
charged  by  said  company  for  telephone  service  at  its 
exchange  at  Webb  City,  Missouri,  and  full  hearing  of  the 
matters  at  issue  having  been  had  at  the  city  of  Webb  City 
after  notice  to  al!  interested  parties,  and  an  investigation 
of  the  reasonableness  and  lawfulness  of  said  proposed  rates 
having  been  made  by  the  Commission,  and  the  Commission 
having  fully  considered  all  the  evidence  and  the  briefs  and 
arguments  of  counsel,  and  being  fully  advised  in  the  prem- 
ises, and  the  Commission  on  the  date  hereof  having  made 
and  filed  its  report  of  its  finding  and  conclusions  herein, 
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w^ieh  said  rpport  is  hereby  referred  to  and  made  a  part 
hereof, 

Now,  after  due  deliberation, 

It  is  ordered,  1.  That  the  Commission  finds  that  the  rates 
and  charges  of  the  Home  Telephone  Company  of  Joplin, 
proposed  to  be  charged  by  it  for  telephone  service  at  Webb 
City,  Misaoari,  are  reasonable  and  just,  and  that  the  order 
of  the  Commission  heretofore  suspending  the  effective  date 
of  said  company's -schedule,  known  as  its  P.  S.  C.  Mo.  No. 
11,  replacing  and  cancelling  P.  S.  C.  Mo.  No.  4  and  Supple- 
ment thereto,  be,  and  the  same  is  hereby,  vacated,  and  that 
the  company  be,  and  it  is,  authorized  to  charge  and  collect 
the  rates  therein  specified  as  maximum  rates  for  telephone 
service  at  Webb  City,  Missouri,  on  and  after  the  effective 
date  of  this  order. 

Ordered,  2.  That  the  Commission  finds  that  the  installa- 
rion  of  lamp  signals  in  the  operator's  cord  circuits  at  its 
switchboard  are  necessary  to  make  satisfactory  and  ade- 
quate the  ser\'ice  rendered  by  said  company  at  Webb  City, 
and  that  such  installation  should  be  completed  on  or  before 
December  1,  1918,  and  that  said  company  shall  report  to 
the  Commission  the  fact  of  such  installation  as  soon  as 
completed  and  in  effective  service. 

Ordered,  3.  That  any  and  all  increases  in  rates  herein 
authorized  shall  remain  in  force  and  effect  for  a  period  of 
one  year  only  from  and  after  the  effective  date  of  this 
order,  at  the  end  of  which  period  such  increase  in  rates 
shall  eease,  and  the  rates  and  charges  of  said  Home  Tele- 
phone Company  of  Joplin  for  telephone  service  at  Webb 
City  shall  be  reduced  and  restored  to  the  rates  and  charges 
now  on  file  and  at  the  present  time  charged  by  it ;  provided, 
however,  that  the  Commission  may  hereafter,  by  further 
order,  continue  such  increase  in  rates  and  charges  for 
another  and  further  period,  or  change  said  rates  and 
charges  upon  proper  showing  of  the  then'  existing  necessity 
therefor  by  the  company  or  by  any  interested  party.  For 
this  purpose,  and  in  order  to  determine  whether  the  require- 
ments for  improved  service  herein  set  out  are  met  and  sat- 
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isfied,  tho  Comniission  fully  rpsiTvcs  jurisdiction  of  this 
caso  to  make  such  furtlicr  orders  from  time  to  tinit'  <is  the 
neeessitifs  of  the  case  require. 

Ordered,  4.  That  said  Home  Telephone  Company  of 
Jopliii  be  required  to  keep  a  full  and  accurate  account  of 
the  revenues  and  expenses  of  its  exchange  at  Webb  City, 
and  to  file  a  full  and  complete  n  port  thereof  with  this  Com- 
mission at  the  expiration  of  said  period  of  one  year,  which 
report  shall  be  in  addition  to  any  .other  reports  now 
required  by  law. 

Ordered,  5.  That  this  order  shall  he  in  full  force  and 
effect  on  and  after  November  1,  3918. 

Ordered,  6.  That  the  secretary  of  the  Coimnission  shall 
forthwith  serve  upon  Hugh  Dabbs,  Joplin,  Missouri,  the 
Home  Telephone  Company  of  Joplin.  Morrison  Pritchett, 
city  attorney  of  Webb  City,  Frank  Ij.  Farlow,  attorney  for 
certain  objectors,  and  upon  Hon.  A.  S.  Burleson,  Post- 
master General,  a  certified  copy  of  this  report  and  order, 
and  that  said  Home  Telephone  Company  of  Joplin  on  or 
before  the  effective  date  hereof  shall  notify  the  Commission 
in  the  manner  provided  by  Section  25  of  the  Public  Service 
Commission  Law  whether  the  tonus  of  this  order  are 
accepted  and  will  be  obeyed. 

October  24,  1918. 
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State  Eadlway  CommiBsion. 

In  re  Appucation  of  Steele  City  Telephone  Company  to 
Increase  Bates. 

Application  No.  3677. 

Decided  September  17,  1918. 

IncTWM  in  Rates  Aatborlxed  —  Same  Bate  for  Business  u  for  Sesi- 
dence  ud  Enral  Service  Dlsapprored. 

Findings. 

The  Steele  City  Telephone  Company  operating  exchanges 
at  Steele  City  and  Endieott,  Nebraska,  has  made  applica- 
tion for  authority  to  increase  telephone  rates  for  all  classes 
of  service  from  $1.00  per  month  to  $1.50  per  month,  and 
has  supported  its  application  by  a  -rather  careful  history 
of  the  eomjjany  and  with  data  concerning  its  receipts  and 
i'Xi)eiiditures  for  the  years  1915, 191G,  1917,  and  six  months 
of  1918. 

The  company  was  incorporated  in  Jaimary,  1903,  begin- 
ning with  a  paid-up  capital  of  $1,000.  This  capitalization 
was  rapidly  increased,  until  within  two  or  three  years  the 
total  aniomit  of  outstanding  stock  was  $12,775,  which 
amount  is  still  outstanding.  The  company  represents  that 
all  this  stock  was  paid  for  in  cash  at  par. 

It  is  testified  by  secretary  R.  S.  Wilfley,  that  at  no  time 
during  the  history  of  the  company  has  there  been  offered  to 
stockholders  any  special  inducements  over  the  service  and 
rates  offered  to  renters. 

The  company  paid  no  dividends  until  January,  1910, 
when  it  paid  an  8  per  cent  dividend  on  the  1909  business. 
It  continued  to  pay  dividends  of  8  per  cent,  from  that  date 
until  the  last  half  of  1917.  Two  semi-annual  dividends  have 
l)een  passed. 

205 
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In  the  year  1915,  the  company  accumulated  a  surplus  of 
about  $200,  and  in  1916,  more  than  $1,100.  In  1917,  there 
was  a  deficit  of  $750.  The  Commission  has  not  checked 
these  figures  to  ascertain  whether  there  were  unusual 
expenditures  on  maintenance  due  to  lack  of  such  expendi- 
tures previously,  nor  has  it  checked  to  ascertain  whether  in 
the  three  years  a  considerable  sum  was  spent  for  new 
construction  out  of  earnings. 

Applicant  explains  that  during  the  first  six  months  of 
1918,  receipts  exceeded  expenditures  by  $124.  This  included 
no  construction,  no,  depreciation  was  set  aside,  and  no  divi- 
dends were  paid.  The  company  has  been  comjielled  to 
increase  the  pay  df  operators  at  each  exchange  $19.00  per 
month  and  the  lineman's  wages  $25.00  i>er  month.  The 
company  has  on  hand  a  depreciation  reserve  of  more  than 
$2,000,  which  it  is  carefully  guarding  for  the  purposes  for 
which  set  aside. 

The  Commission  is  convinced  from  the  data  submitted 
that  this  company  must  have  more  revenue.  It  does  not 
believe  that  it  is  necessary  to  hold  a  hearing  to  develop  the 
facts  further.  The  company  has  200  farm  'phones,  23 
business  'phones  and  27  residence  'phones. 

The  Commission  does  not  consider  it  equitable  that  the 
business  rate  should  be  the  same  as  the  residence  and  farm 
rate.  It  is  convinced  that  an  increase  of  50  cents  a  month 
on  business  'phones  should  be  authorized,  and  25  cents  jMjr 
month  on  residence  and  fann  'phones.  After  a  trial  of 
these  rates  for  the  proper  period  of  time,  the  company  is 
entitled  to  make  further  sliowing  to  the  Commission  as  to 
the  results  thereof. 

(JRDER. 

/(  is,  therefore,  ordered  hy  the  Nebraska  State  Railway 
Cotnmission,  That  the  Steele  City  Telephone  Company  be, 
and  it  hereby  is,  authorized  to  publish  the  following  rates 
for  telephone  service  on  its  exchangt's  at  Steele  City  and 
Endieott,  Nebraska,  these  rates  applying  to  the  grounded 
system  now  in  service : 
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Per  Month 

$1  50 

1  25 

Farm 1  25 

Rceidenee  and  b&sineBs  serrioe  ehdl  be  paid  for  on  or  before  the  tentb 
of  the  month  in  vhich  service  is  given.  Farm  s^^ce  ehall  be  paid  for 
qouierly  during  the  first  month  of  the  quarter  in  which  service  is  rendered. 

This  order  shall  be  effective  from  and  after  October  1, 
1918. 

Made  and  entered  at  Lincoln,  Nebraska,  this  seventeenth 
day  of  September,  1918. 


In  re  Application  of  Lincoln  Telephone  and  Telegraph 
Company  for  AuTHORrry  to  Increase  Rates  at  Saron- 
vnxE. 

Application  No.  3552. 
Decided  September  21,  1918. 

Inosase  in  BosinMs  and  Besidence  Kates  AnthoriEed  —  9  Per  Oent. 
Fixod  Tor  Reaerre  For  Depreciation  and  Maintenance. 

Findings. 
Applicant  herein  has  asked  anthority  to  publish  rates  for 
business  and  residence  subscribers  for  metallic  service,  as 
follows ; 

Per  Month 

One-party  business *-  ■  ■  ^  ^ 

One-party  residence  ^  ^ 

Two-party  readenoe 1  25 

It  is  not  proposed  to  alter  the  farm  line  rate,  which  is 
$1.25  per  month.  Subscribers  on  the  Saronville  exchange 
are  entitled  to  free  exchange  to  Harvard,  Verona,  and 
Eldorado,  Nebraska.    The  rates  now  in  effect  are: 

Per  Month 

Bn™,«,    »^ 

iUsidence    ^^ 

Fm    125 
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These  rates  have  been  in  effect  since  the  Saronville 
exchange  was  grounded,  and  the  added  exchange  service 
to  Harvard  has  been  over  grounded  lines.  Much  improve- 
ment in  the  property  has  been  made  in  the  last  two  or  three 
years. 

The  company  has  filed  a  showing  as  to  its  earnings  and 
expenses  from  this  exchange  for  the  years  1915,  1916,  and 
1917.  Average  earnings,  including  one-fourth  of  the  gross 
receipts  from  outbound  tolls,  were  $2,624.81  per  aimmn. 
Average  expenses  for  the  same  three  years  were  $3,074.02. 
These  expenses  include  a  depreciation  of  7  per  cent,  on  a 
value  of  $50.00  per  station,  and  dividends  of  7  per  cent,  on 
a  present  value  of  $45.00  per  station. 

The  Commission  has  not  in  the  past  authorized  a  depre- 
ciation of  7  per  cent.,  nor  is  it  in  a  position  to  say  that  a 
depreciation  is  properly  applied  to  a  value  of  $50,00  per 
station,  nor  that  the  company  is  entitled  to  earn  on  a  valua- 
tion of  $45,00  per  station.  No  earnings  have  been  made  by 
the  company  in  justification  of  these  two  valuation  figures. 
But  even  taking  into  consideration  possible  readjustment 
of  the  depreciation  and  the  earnings  items,  it  is  evident 
to  the  Commission  that  the  company  is  entitled  to  more 
revenue  from  its  Saronville  exchange,  and  in  reaching  that 
conclusion  it  is  mindful  of  the  fact  that  service  over  the 
same  territory  is  available  to  these  subscribers  as  to  the 
subscribers  of  Harvard,  where  a  rate  was  established,  after 
hearing,  much  higher  than  has  heretofore  prevailed  at 
Saron\'111e.  The  increase  proposed  herein  will  give  the 
company  approximately  $300  additional  i-evcnue. 

The  Commission  will  authorize  the  rates  asked  for.  But 
because  it  is  not  prepared  to  pass  on  the  question  of  orig- 
inal cost  and  on  present  value  of  the  plant,  it  will  surround 
the  order  herein  with  conditions  for  the  ample  protection 
of  the  rate-paying  public  at  Saronville, 

Order, 

It  is,  therefore,  ordered  by  the  Nebrafika  State  Railu-ay 

Commission,  That  the  Lincoln  Telephone  and  Telegraph 

Company  be,  and  it  hereby  is,  authorized  to  publish  the 
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following  rates,  effective  November  1, 1918,  on  its  exchange 
at  Saronville,  Nebraska : 

Per  Montk 

One-party   bn^esa   $2  50 

Ooe-party  residence 1  50 

Two-party  residence 1  25 

Service  to  be  furnished  over  the  same  zone  as  heretofore. 

/(  is  further  ordered,  That  the  revenues  derived  from  the 
rates  hereby  anthorized,  including  25  per  cent,  of  all  reve- 
nues derived  from  the  toll  business  originated  at  said 
exchange,  and  all  other  revenues  of  said  exchange  shall  be 
used  and  expended  only  as  follows,  to- wit: 

1.  In  defraying  the  costs  of  operating  said  exchange 
property,  including  taxes>  insurance,  losses,  damages,  and 
general  expenses. 

2.  In  defraying  the  cost  of  maintaining  said  exchange 
property  in  an  efficient  operating  condition  and  of  creating 
a  reserve  for  unrealized  depreciation,  the  combined  amount 
of  which  shall  be  not  less  than  9  per  cent,  per  annum  of  the 
cost  to  applicant  of  the  depreciable  portion  of  said 
property. 

3.  In  paying  such  a  proportion  of  the  interest  on  appli- 
cant's bonded  and  floating  indebtedness  as  the  cost  to  appli- 
cant of  said  exchange  property  bears  to  the  total  cost  to 
applicant  of  all  of  its  properties  devoted  to  public  use,  and 
at  the  rate  or  rates  prescribed  in  the  evidences  of  such 
indebtedness. 

4.  In  paying  dividends  upon  applicant's  preferred  stock 
at  the  rates  prescribed  in  the  evidences  thereof,  and  upon 
applicant's  conmion  stock  at  7  per  cent,  per  ammm,  accord- 
ing to  the  relation  between  said  exchange  property  and  the 
entire  properties  described  in  Paragraph  3  hereof. 

5.  The  remainder  of  said  local  exchange  revenues,  if  any, 
shall  be  credited  to  a  surplus  account  for  the  purpose  of 
pajing  any  deficit  that  may  arise  in  the  liquidation  of  any 
of  the  obligations  above-mentioned. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty-first 
ilay  of  September,  1918, 
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In  re  Appucation  of  t^ie  Farmees  and  Merchants  Tele- 
phone Company  for  Authority  to  Pubush  Gross  and 
Net  Bates. 

Application  No.  3691. 

Decided  September  SI,  1918. 

Prompt    Paymsnt    Discoont    Authorized  —  Antboritir    to    Pnbllali   uid 

Collect  tturtsllatlon  Chaifee  Ordered  1>y  Poetmarter 

Ooiend,  Denied. 

Findings. 

Application  has  bven  made  by  the  Farmers  and  Merchants 
Tel«'phone  Company  of  Alma,  Nebraska,  for  authority  to 
publish  gross  and  net  charges  for  telephone  sei'\-ice  on  all 
its  exchanges  within  the  State  of  Nebraska,  said  gross  rate 
to  be  25  cents  in  advance  of  the  rates  now  charged  for 
different  classes  of  service.  Applicant  proposes  to  charge 
the  gross  rate  and  to  figure  off  a  discount  of  25  cents  per 
month  for  each  class  of  service  rendered,  where  bills  are 
paid  on  or  before  the  tenth  of  the  month  in  which  service  is 
given.  Applicant  also  asks  authority  to  publish  and  collect 
the  installation  charges  ordered  by  Postmaster  General 
Burleson,  to  be  effective  from  and  after  September  1, 1918. 

Petitioner  sets  forth  in  its  pleadings  that  the  cost  of 
collecting  is  becoming  extremely  burdensome  and  at  the 
same  time  the  cost  of  operation  has  very  greatly  increased. 
It  has  long  been  the  approved  practice  of  the  Commission 
to  allow  these  companies  desiring  to  do  so  to  publish  gross 
and  net  rates  for  telephone  service.  The  Commission  con- 
siders this  so  equitable  Ihat  it  has  not  been  its  practice  to 
set  such  applications  down  for  hearing. 

Applicant  makes  no  mention  of  switching  charges  other 
than  to  name  the  rate.  The  Commission  is  of  the  opinion 
that  these  switching  charges  should  be  paid  by  the  company 
switched,  three  months  at  a  time,  and  during  the  first  month 
of  the  quarter  in  which  service  is  rendered. 

Order. 

/*  is,  therefore,  ordeicd  by  the  Nebraska  State  Railtvay 

Commission,  That  the  Farmers  and  Merchants  Telephone 
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Comply  of  Alma,  Nebraska,  be,  and  the  same  is  hereby, 
authorized  to  publish  a  gross  rate  of  25  cents  in  advance  of 
the  rates  now  charged  for  different  classes  of  telephone 
service,  and  to  discount  bills  25  cents  per  month  for  each 
class  of  service  where  payment  is  made  on  or  before  the 
tenth  day  of  the  month  in  which  service  is  given. 

/(  is  further  ordered.  That  the  gross  rate  for  switching 
independently  owned  lines  shall  be  35  cents  per  month, 
to  be  paid  quarterly,  with  a  discoimt  of  10  cents  per  month 
if  bills  are  paid  during  the  first  month  of  the  quarter  in 
which  service  is  rendered. 

It  is  further  ordered,  That  that  portion  of  the  application 
relating  to  the  installation  charges  be  denied,  with  leave, 
to  applicant  to  reinstate  the  same  on  showing  that  it  repre- 
sents the  Postmaster  General  in  making  the  appHcation. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty-first 
day  of  September,  1918. 


In  re  Application  of  LincoIiN  Telephone  and  Telegraph 
Company  for  Authority  to  Increase  Rates. 

Apphcation  No.  3701. 

Decided  October  1,  1918. 

IncTMM  in  Exdiuige  uid  Toll  Kates  for  Period  of  Six  Mooths,  War 
Oooditions  Oonsidared,  Authorized — Practice  of  diargliiK  Oonaoli- 
dation  Coite  to  Beeerre  for  Depredatioii  Account  Disapproved 
—  9  Per  Oent.  Fixed  for  Haintenuice  and  Beaerve  for 
Depreciation  —  7  Per  Cent,  u  Bate  of  Betnm  Oon- 
lidered  Beaeonable  —  Basis  of  Oharges  to  Beserre 
for  Depreciation  Acconnt  Oonsidered  —  EotaV 
lishment  of  Zone  Bates  in  Certain  Ex- 
dianges  to  Beplace  Flat  Bates  Anthor- 
ixed  —  Chance    in   Hoar    at   WMch 
Bednced    Toll    Bates    Go    Into 
Effect  Approved. 
Applicant  owus  and  operates  106  local  exchanges  located  in  the  south- 
eaatem  part  of  the  State.     Bates  at  many  of  the  exchanges  were  estab- 
lished by  the  Commission  in  the  past  upon  separate  applications.    No 
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hearing  hos  fver  l»pen  held  as  to  toll  rates,  and  tlley  have  remained  sub- 
stantially as  they  were  in  1907,  when  the  Commi^ibn  was  created.  Appli- 
cant, because  of  a  20  per  cent,  increase  in  vages,  amounting  to  $160,000, 
and  an  increase  in  operating  expenses  of  $100,000,  due  to  the  present  cost 
of  materials,  and  a  further  increase  of  $40,000  in  taxes,  sought  authority 
for  an  increase  in  rates  to  cover  these  additional  expenses  by  an  advance 
of  certain  local  seri'ice  rates  at  66  of  its  exchanges  to  the  standard  of 
such  rates  prevailing  elsewhere  on  the  system,  and  an  increase  of  approxi- 
mately 25  per  cent,  in  toll  rates.  Applicant  also  requested  the  postpone- 
ment of  the  hour  at  which  night  toll  rates  are  efEective  from  6  p.  m,  to 
9  p.  M. 

Applicant's  rate  of  return  to  its  bond  and  stockholders  in  the  past 
ikveragcd  5.6  per  cent,  per  annum,  which  return  the  applicant  does  not 
ask  to  be  increased.  The  book  value  of  the  plant  as  of  July  1,  191S,  was 
$8,438,750.20.  Operating  expenses  for  1918  were  estimated  to  be 
$1,797,478.33,  and  the  proposed  increase  in  ratos  will  give  revenues  of 
$1,878,118. 

Held:  That  the  increase  iti  intcs  should  be  authoriKed,  as  the  fact  that 
the  rates  effective  were  generally  below  those  found  by  the  Commiaaion  to 
be  reasonable  for  similar  service  elsewhere  on  the  system,  raised  the  pre- 
sumption in  an  emergency  proceeding  that  the  rates  should  be  raised  to 
normal,  pending  a  full  inquirj-  ns  to  the  business  of  the  exchanges.  How- 
ever, since  the  application  and  the  evidence  were  predicated  upon  the 
entire  business  of  the  company,  and  not  upon  the  business  of  the  particular 
exchanges  at  which  the  increased  ratos  were  to  apply,  such  increased  rates 
would  be  authorized  for  a  period  of  six  months,  applicant  within  that 
time  to  establish  the  reasonableness  of  the  rates  at  each  exchange ; 

That  the  practice  of  charing  consolidation  costs  to  the  reserve  for 
depreciation  was  illegal,  and  was  disapproved.  The  purpose  of  a  depre- 
ciation reserve  is  solely  to  replace  worn  out  property,  in  kind.  Consoli- 
dation costs  should  come  out  of  capital,  the  same  as  plant  costs,  as  the 
presumption  is  that  they  were  taken  into  account  in  fixing  the  purchase 
price  of  properties  acquired  under  those  eircumatanees.  However,  con- 
solidation costs  should  not  be  charged  to  capital  in  cases  where  it  will 
result  in  a  greater  charge  to  capital  than  the  value  of  the  plant,  and  in 
such  cases,  application  should  be  made  to  the  Commission  for  a  valuation 
of  the  property  after  consolidation  for  a  determination  of  the  amount 
properly  chargeable  to  capital,  and  should  a  deficit  arise  in  a  proceeding 
of  that  character  it  would  appear  that  it  should  be  charged  to  common 
stock  dividend  account  as  an  injudicious  investment; 

That  9  i)er  cent,  of  the  book  value  of  the  plant  should  be  allowed  for 
maintenance  and  reserve  for  depreciation,  as  the  Commission  has  always 
treated  repairs  and  replacements  ti^ether,  because  of  the  practicability 
of  such  treatment  by  utility  companies  themselves,  the  difficulties  inherent 
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in  separate  treatment,  and  the  insuperable  obstacles  in  the  w&y  of  diE- 
tinguishing  between  maintenance  and  depreciation  by  regulatory  bodies; 

That  the  rate  of  return  of  7  per  cent,  upon  common  stock,  and  5  per 
cent,  upon  bonds  and  preferred  stock  maintained  by  the  applicant  in  the 
past  would  be  considered  reasonable,  as  the  Commission  took  cognizance 
of  the  fact  that  the  compensation  contracts,  now  being  entered  into 
between  the  Federal  Government  and  telephone  companies,  provide  that  the 
paym^it  of  interest  and  dividend  charges  shall  be  as  in  the  past  How- 
ever, the  Commission  was  not  advised  as  to  the  judiciousnesa  of  the  invest- 
ment of  the  proceeds  and,  because  of  the  emergency,  no  inquiry  was 
made  along  this  line; 

That  applicant's  practice  of  debiting  or  crediting  the  plant  account 
with  the  difference  between  the  cost  of  a  particular  item  of  equipment 
replaced  and  the  ^!ompBny's  expenditure  in  making  the  replacement,  was 
disapproved  as  a  basis  for  charges  for  replacements  to  the  reserve  for 
depreciation,  as  the  result  was  a  fluctuating  plant  account  compared  with 
the  extent  of  property  and  service,  and  a  corresponding  fluctuation  in  the 
amount  of  return  due  applicant  on  the  value  of  property  basis.  It  also 
introduced  a  highly  disturbing  factor  in  physical  valuation  proceedings, 
as  it  was  impossible  for  the  engineer  to  inventory  replacements  separately 
from  the  original  property  yet  in  place,  or  accordii^  to  time  of  install- 
ment. The  basis  was  also  not  in  accordance  with  the  purpose  of  a  reserve 
for  depreciation  which  is  to  -replace  worn  out  or  obsolete  property  in 
kind,  regardless  of  the  cost; 

Tbat  the  basis  of  all  charges  to  the  reserve  for  depreciation  should  be 
the  full  cost  of  replacements  made  in  kind,  less  salvage  values  of  the 
property  displaced.  Where  replacements  are  not  made  in  kind,  the  basis 
of  charges  should  be  the  reproduction  new  value  of  the  property  displaced 
as  of  the  time  of  the  purchase  of  the  property  installed,  and  the  differ- 
ence between  that  cost  and  the  cost  of  the  property  installed  should  be 
debited  or  credited  to  plant  account,  according  as  the  cost  of  the  property 
installed  is  above  or  below  the  estimated  reproduction  new  value  of  the 
property  displaced; 

That  applicant  should  be  authorized  to  discontinue  its  rates  for  purely 
local  service  at  the  Havelock,  University  Place  and  College  View  exchanges, 
and  to  substitute  therefor  the  Lincoln  zone  rates,  as  the  change  was  in 
harmony  with  the  principle  of  regulation  which  dispenses  with  classes  of 
service  that  are  not  in  considerable  demand,  and  it  was  impossible  to 
effeetnally  police  two  classes  of  service  on  a  single  wire,  so  that  only 
those  who  pay  for  zone  service  should  receive  it; 

That  reduced  n^ht  toll  rates  should  be  authorized  to  go  into  effect  at 
9  p.  K.,  as  the  previous  hour  of  8  P.  M.  required  more  toll  operators  than 
any  other  similar  period  during  the  day,  and  this  abnormal  tratfic  was 
especially  burdensome  to  the  operators  as  it  compelled  them  to  work  ni^ht 
hours  and  to  go  to  their  homes  in  the  dark  during  much  of  the  year.    It 
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also  prevented  their  going  to  evening  pntertainments  and  meetings,  and 
is  one  of  the  objections  to  entering  the  employment,  and  9  p.  m.  is  the 
uniform  hour  for  night  rates  going  into  effect  thronghont  the  eoontTy, 
and  is  the  rule  in  all  the  states  adjacent  to  Nebraska,  excepting  Kansas. 

Findings. 

Applicant  owns  and  operates  a  telephone  system  con- 
sisting of  106  local  exchanges  located  in  the  southeastern 
quarter  of  Nebraska,  and  toll  lines  connecting  the  exchanges 
Vrith  each  other  and  with  toll  lines  owned  by  other  com- 
panies touching  the  boundaries  of  the  territories.  Service 
rates  have  been  established  at  many  of  the  exchanges  by 
the  Commission  in  the  past  upon  separate  application  and 
hearing.  No  hearing  has  ever  been  held  as  to  toll  rates 
and  they  have  remained  substantially  as  they  were  in  1907 
when  the  Commission  was  created. 

Applicant  alleges  that  it  is  confronted  everywhere  on 
its  system  with  an  extraordinary  increase  in  the  cost  of 
labor  and  material  used  in  the  service.  Many  employees 
are  quitting  and  taking  other  employment  at  materially 
higher  wages  than  applicant  is  able  to  pay,  and  materials 
needed  for  repairs  and  replacement  have  increased  in  price 
from  30  to  iOO  per  cent.  A  20  per  cent,  increase  of 
wages  is  deemed  imperative  at  this  time,  amoanting  in  the 
aggregate  to  $150,000  per  annum,  and  a  greater  increase 
may  be  necessary  in  the  near  future.  The  present  cost  of 
materials  is  not  stated,  but  it  may  safely  be.  said  on  the 
record  to  amount  to  $100,000  per  annum.  An  increase  of 
$40,000  in  taxes  is  also  anticipated. 

Applicant  also  alleges  that  It  has  ni>  surplus  accumu- 
lated in  past  years  out  of  which  to  meet  this  increased  cost, 
and  that  its  past  return  to  the  bond  and  stockholders  has 
been  unreasonably  low, —  5.6  per  cent,  per  annum.  It  does 
not  ask  for  a  greater  return,  and  says  on  the  other  hand 
that  it  will  be  content  with  that  heretofore  received,  not- 
withstanding the  fall  in  purchasing  power  of  the  dollar. 
It  does  ask  for  reimbursement  of  the  extra  costs  above  set 
forth,  which,  if  the  allegations  be  true,  is  no  more  than 
its  due. 
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The  moans  of  securinii:  the  riecessarj-  additional  revemic 
proposed  by  applicant  is,  (1)  an  advance  of  certaiii  local 
service  rates  at  66  of  the  company's  exchanges  to  the 
standard  of  such  rates  prevailing  elsewhere  on  the  system, 
and  (2)  an  advance  of  toll  rates  amounting  to  25  per  cent., 
approximately.  Postponement  of  the  hour  at  which  night 
toll  rates  are  eflfective  from  6:00  p.  m.  to  9:00  p.  m.  is  also 
requested. 

The  matter  was  set  for  hearing  at  an  early  date, —  three 
days  only  after  the  filing  of  the  application, —  because  of 
the  imminent  danger  to  the  service  shown  by  the  applica- 
■  tion.  The  hearing  was  cx-  parte.  In  fact,  no  one  appeared 
or  had  time  to  prepare  and  appear  in  opposition  to  the 
application.  The  Commission,  however,  called  for  and 
secured  a  complete  financial  showing  of  applicant's  busi- 
ness during  the  greater  part  of  its  history,  and  examined 
applicant's  witnesses  at  length  as  to  the  grounds  of  the 
application. 

The  record  shows  that  a  substantial  advance  in  the  wages 
paid  by  applicant  is  required  and  that  it  should  be  made 
immediately.  The  employees  outside  of  the  executive  force 
number  1,206  at  the  present  time.  From  100  to  200  addi- 
tional employees  are  necessary  to  the  efficient  operation 
of  the  system.  The  male  employees  number  483  and 
receive  an  average  wage  of  $78.84  a  month.  Female 
employees  nmnber  733  and  are  paid  an  average  wage  of 
$35.05  a  month.  AH  of  them  are  more  or  less  skilled  and 
the  necessity  for  keeping  them  in  the  service  if  possible 
is  manifest.  It  was  shown  that  common  labor  is  better 
rewarded.  It  is  being  paid  from  40  to  50  cents  an  hour  for 
male  labor  and  $50.00  to  $85.00  a  month  for  female  labor. 
One  hundred  and  eighty  of  applicant's  male  employees 
have  entered  military  service  since  the  beginning  of  the 
war  and  scores  of  employees  have  taken  other  employment 
at  much  higher  wages. 

The  Commission  is  of  the  opinion  that  a  20  per  cent, 
increase  of  the  existing  wages  is  necessary.  If  the  war 
continues  much  longer  a  greater  advance  will  doubtless 
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liave  to  be  made.    Applicant  is  now  paying  wages  to  thest 
employees  in, the  amount  of  $776,450"  a  year.    Twenty  p<T 
cent,  of  this  amount  is  $1.53,491.20",  and  represents  the 
additional  future  cost  per  annum  on  this  account. 

The  normal  requirement  as  to  materials  for  repairs  and 
replacements  before  the  war  is  sho^Ti  of  record  only  by 
deduction,  and  that  indefinitely,  but  they  did  not  in  reason 
amount  to  less  than  $200,000  a  year.  The  record  shows  an 
average  increase  in  the  cost  of  such  material  of  about  00 
per  cent.  One  hundred  thousand  dollars  therefore  repre- 
sents the  advance  in  costs  per  annum  of  the  material  neces- 
sary to  keep  the  sj'stem  in  good  repair. 

Applicant  also  anticipates  an  increase  of  $40,000  per 
annum  in  its  taxes  under  the  Federal  revenue  bill,  now 
pending  in  the  Congress.  The  Federal  Government  has 
recently  taken  possession  of  applicant's  system  and  all 
other  telephone  systems  in  the  country,  and  is  entering 
into  contracts  as  to  tlie  compensation  to  be  paid  the  o'ftiiers 
of  such  companies  for  the  use  of  their  properties.  The 
contracts  so  far  entered  into  provide  that  all  taxes  shall  be 
charged  against  the  revenue.  Common  knowledge  of  the 
requirements  of  the  Federal  revenue  bill  referred  to  is 
corroborative  of  applicant's  anticipation  as  to  an  increase, 
and  this  additional  burden,  though  in  the  nature  of  a  con- 
tingency, is  entitled  to  consideration. 

We  have  therefore  a  definitely  ascertained  increase  in 
the  annual  costs  of  applicant's  business  of  $250,000,  at 
least,  with  the  probable  addition  of  $40,000.  Applicant  is 
entitled  to  reimbursement  of  these  costs,  unless  it  has  a  sur- 
plus sufficient  to  cover  them  in  reason. 

According  to  applicant's  books  of  account,  its  assets  and 
liabilities  on  July  1,  1918,  were  as  follows,  to-wit: 


*An  error  is  apparent. 
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Assets. 

InUngible  capital   $7,997  31 

lUght-of-way    4,34.3  01 

Land  and  buildings 301.457  43 

Central  office  equipment 767,006  66 

Station  equipment 997,194  53 

Exchange  lines 3,287,563  87 

Toll  lines 1,695.045  50 

Other  plant   37,281  46 

General  equipment   103,249  18 


TOTAL  FIXED  CAPITAL $7,201,138  95 

Construction  work  in  prepress $19,343  00 

Investment  securities  113,955  00 

Miseellaneous  investments 5,643  75 


AND  LOMU  TERM   INVESTMENTS "1.39,141    75 


$7,340,280  70 


Cash  and  deposits $223,209  07 

Maiketable  securities 46  00 

Bills  leeeivabie   246,130  84 

Aeorants  T«ceivable 99,963  16 

Matenal  and  supplies 256,509  86 


TOTAL  WORKING  ASSETS 

SinkiDg  fond  assets $56,900  00 

Prepayments 9,786  38 

t'oamoTtized  debt  discount 

and  expense  197,559  50 

Other  deferred  debits. . . .  1,294  90 


265,540  78 
7,077  79 


TOTAL  ASSETS $8,438,750  20 


'An  error  is  apparent. 
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Capital  stock,  common  (authorized,  $2,500,000) $2,005,795  00 

Capital  stock,  preferred  (authorized  $7,600,000) 3,957,456  00 

TOTAL  CAPITAL  STOCK •$7,163,251  00 

Acconnts  payable $52,000  55 

Accrued  liabilities  not  due 145,139  79 

Insurance  and  casualty  reserves 13,853  68 

Liability  for  employees'  benefit  fund 50,937  69 

Other  deferred  credit  items •  6,414  71 

Reserve  for  accmcd  depreciation 553,116  30 

Corporate  surplus  unappropriated 454,036  48 

TOTAL   LIABILITIES    $8,438,750  20 

The  liability  items,  t>ntitled  Reserve  for  Accrued  Depre- 
ciation and  Corporate  Surplus  Unappropriated,  aggregat- 
ing $1,007,152.78,  would  appear  to  be  a  surplus  derived 
from  the  rates,  but  such  is  not  the  case  as  to  a  single  dollar. 
Reserve  for  Accrued  Depreciation  account  has  been 
credited  from  the  beginning  of  the  business  with  $.1,482,- 
693.41  taken  from  the  revenues,  whereas  it  has  been  debited 
with  $1,731,152,97  expended  for  replacements  of  worn-out 
equipment  and  for  consolidation  of  purchased  plants  iftith 
original  properties.  The  credit  balance  now  in  this  account 
came  about  entirely  from  debits  to  Corporate  Surplus 
Unappropriated  account  in  the  sum  of  $674,020.55,  surplus 
credit  balances  of  properties  purchased  in  the  sum  of 
$105,469.46,  and  credits  from  minor  sources  aggregating 
$22,085.85,  with  corresponding  credits  to  the  depreciation 
reserve  account ;  and  there  never  was  at  any  time  any  cor- 
porate surplus  meafiured  by  cash  investments  or  actual 
values  of  applicant's  properties,  with  the  possible  exception 
of  $115,425.40  8ho\vn  as  a  credit  balance  of  the  account  on 
February  1, 1912. 

The  historj-  of  the  Corporate  Siurplus  Unappropriated 
account  is  substantially  as  follows:  In  1912  applicant  pnr- 
(•hascd  all  of  the  exchanges  and  toll  property  of  the 
N'eliraska  Teleplione  Company  located  in  the  territory  now 

•An  error  is  apparent. 
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covered  by  its  system.  After  taking  possession  of  the  prop- 
erty, applicant  made  an  inventory  and  [calculated  liie] 
reproduction  new  value  of  all  of  its  property,  and  arrived  at 
a  figure  in  excess  of  the  cost  to  it  of  the  property  of  $1,137,- 
948.87,  which  it  credited  to  Corporate  Surplus  Unappro- 
priated account,  resulting  in  a  credit  balance  of  $1,256,- 
374.27  in  the  account.  Subsequent  credits  are  as  follows: 
$60,585.09  from  revenues;  $32,125.09  from  revenues  of  pur- 
chased properties;  and  $30,269.85  from  miscellaneous 
sources.  Debits  to  the  account  are  as  follows :  To  Eeserve 
for  Accrued  Depreciation  account,  $674,020.55 ;  to  dividends 
to  stockholders,  $153,982.36;  to  taxes,  $11,962.07;  to 
employees'  benefits,  $10,000;  to  bonds  and  stock  redeemed, 
$30,936.85;  to  losses  incurred  in  the  sale  of  property 
measured  by  its  book  value,  $21,986.65;  to  miscellaneous 
items,  $32,439.04.  The  balance  now  in  the  fund  is  $454,- 
036.48.  It  is,  therefore,  apparent  that  the  balance  in  the 
account  and  the  balance  in  Reserve  for  Accrued  Deprecia- 
tion account  of  $553,116.30,  also,  came  altogether  from  the 
artificial  surplus  created  by  the  valuation. 

There  is  therefore  no  actual  surplus  to  be  drawn  upon 
to  meet  the  increased  costs  of  operation  which  now  concern 
applicant.  Current  revenues  must  be  looked  to  for  all 
requirements.  The  costs  of  operation,  current  repairs  and 
taxes  are  definitely  shown  from  February  1,  1912,  to  July 
31,  1918,  by  the  record.  The  costs  of  replacements,  how- 
ever, are  mixed  with  the  cost  of  consolidating  purchased 
properties  with  original  properties,  formerly  competing. 
They  were  all  charged  to  Reserve  for  Accrued  Deprecia- 
tion and  no  separation  is  shown,  of  record.  The  purpose 
of  a  depreciation  reserve  is  solely  to  replace  worn-out 
property  in  kind.  The  use  of  such  reserves  for  consolidat- 
ing properties  is  therefore  illegal.  Consolidation  costs 
should  come  out  of  capital  the  same  as  plant  costs,  as  the 
presumption  is  that  they  were  taken  into  account  in  fixing 
the  purchase  prices  of  properties  acquired  under  tlio.se 
f'ircuiijstaiiee.'i.  The  practice  of  the  applicant  in  this  respeet 
is  therefore  condemned,  and  the  order  herein  will  provide 
against  its  continuance. 
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The  Commission  has  always  treated  maintenance  and 
depreciation  {repairs  and  replacements)  together  because 
of  the  practicability  of  such  treatment  by  utility  companies 
themselves,  the  difficulties  inherent  in  separate  treatment, 
and  the  insupo)-able  obstacles  in  the  way  of  distinguishing 
between  maintenance  and  depreciation  by  regulatory  bodies. 
The  Contmission  has  made  a  number  of  studies  of  the  cost 
of  maintenance  and  depreciation  of  telephone  properties, 
which  show  an  average  annual  expense  for  the  period  of 
time  covering  the  life  of  such  properties  of  8  per  cent. 
The  percentage  during  the  early  years  of  the  property  is 
from  3  to  5  per  cent,  and  in  the  later  years  from  9  to  11  per 
cent.,  with  an  average  of  8  per  cent,  as  indicated. 

Applicant's  expenditures  for  consolidating  purchased 
properties  with  those  formerly  owned  by  it  were  made 
largely  in  the  years  1913,  1914  and  1915,  and  is  reflected  in 
the  following  relation  between  its  expenditures  for  repairs, 
replacements  and  consolidation  and  its  plant  values  from 
the  beginning  in  1912  down  to  date,  to-wit:  1912,  4.25  per 
cent.;  1913,  8.63  per  cent.;  3914,  8.82  per  cent.;  19ir),  7.97 
per  cent.;  1916,  7.23  per  cent;  1917,  7.42  per  cent.;  1918, 
7.8  per  cent.  Only  the  percentages  of  the  last  three  years 
may  safely  be  taken  as  a  measure  of  applicant's  needs  for 
maintenance  and  depreciation,  and  they  are  vitiated  some- 
what by  the  inclusion  of  consolidation  costs.  Seven  per 
cent,  per  annum  for  the  years  1916  and  1917  is  doubtless 
a  fair  measure  of  these  needs,  considering  the  age  of  the 
property. 

Practically  no  expenditures  for  consolidation  have  been 
made  so  far  in  1918,  and  the  7.8  per  cent,  shown  for  that 
period  reflects  to  a  degree  the  increasing  costs  with  which 
we  are  confronted.  The  record  shows  that  applicant  has 
already  increased  wages  this  year  in  the  sum  of  $50,000. 
The  further  increai^e  of  wages  now  found  necessary  calls 
for  an  increase  in  the  amount  allowed  for  maintenance  and 
depreciation.  One  per  cent,  upon  the  book  value  of  the 
plant  amounts  to  $72,000,  and  the  wages  paid  may  be  said 
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to  be  divided  equally  between  those  required  in  operation 
and  tliose  required  in  making  repairs  and  replacements. 
The  Commission  finds,  therefore,  that  9  per  cent  of  the 
book  value  of  the  plant  .should  be  allowed  for  maintenance 
and  depreciation. 

The  Commission  noted  during  the  hearing  that  the  appli- 
cant was  using  a  basis  for  charges  to  the  depreciation 
reserve  fund  on  account  of  replacements  which  gave  results 
at  variance  with  the  purpose  of  the  fund,  as  the  Commis- 
sion views  that  purpose.  The  basis  used  is  the  cost  to 
applicant  {or  to  its  predecessor  in  the  case  of  purchased 
plants)  of  the  particular  item  of  equipment  replaced,  the 
cost  being  estimated  for  the  most  part  because  of  incom- 
plete records  as  to  original  costs.  The  difference  between 
this  cost  and  the  company's  expenditure  in  making  the 
replacement  is  debited  or  credited  to  plant  account,  accord- 
ing as  it  is  above  or  below  the  cost  of  the  property  displaced. 

The  result  is  a  fluctuating  plant  account  compared  with 
the  extent  of  property  and  sei'vice,  and  a  corresponding 
fluctuation  in  the  amount  of  return  due  applicant  on  the 
value  of  property  i)asis.  It  also  introduces  a  highly  dis- 
turbing factor  in  physical  valuation  proceedings,  as  it  is 
impossible  for  the  engineer  to  inventory  replacements 
separately  from  the  original  property  yet  in  place,  or 
according  to  time  of  installment.  The  basis  is  also  not  in 
accordance  with  the  purpose  of  a  depreciation  reserve  fund 
which  is  to  replace  worn-out  or  obsolete  property  in  kind 
regardless  of  the  cost.  Credits  are  made  to  this  fund  from 
revenues  with  the  idea  of  fully  maintaiiiing  the  plant  in 
f^ood  operating  condition.  Permanence  of  service  can  be 
secured  in  no  other  way,  as  private  capital  with  which  to 
make  repairs  cannot  be  secured  where  the  capital  account 
is  already  full.  At  least  capital  cannot  be  secured  for  that 
purpose  where  the  facts  are  known.  The  law  also  recog- 
nizes the  obligation  of  maintaining  the  property  ahead  of 
owner's  return,  as  a  public  utility  is  not  permitted  to  pay 
dividends  without  making  ample  provision  for  this  purpose. 

Applicant  will,  therefore,  be  required  to  charge  to  its 
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depreciation  reserve  fund  the  entire  cost  of  replacements 
in  kind.  Where  not  made  in  kind  the  charge  shall  be  the 
estimated  present  cost,  or  reproduction  new  value  of  the 
property  displaced,  and  the  difference  between  that  cost 
and  the  cost  of  the  property  installed  shall  be  debited  or 
credited  to  plant  account  as  the  ease  may  be,  due  allowance 
being  made  for  all  salvage  values  in  the  displaced  property. 
Applicant  states  that  the  return  to  its  bond  and  stock- 
holders in  the  past  is  a  satisfactory  measure  of  future 
return.  This  return  is  figured  at  5  per  cent,  upon  its  bonds 
and  preferred  stock  and  7  per  cent,  upon  its  common  stock. 
All  of  these  securities  have  been  issued  under  authority  of 
the  Commission,  and  while  the  Commission  is  not  advised 
as  to  the  judiciousness  of  the  investment  of  their  proceeds 
in  all  respects,  the  emergency  presented  by  the  application 
does  not  permit  of  an  inquiry  along  this  line.  The  Com- 
mission also  takes  cognizance  of  the  fact  that  the  compensa- 
tion contracts  being  entered  into  between  the  Federal  Gov- 
ernment and  telephone  companies  provide  for  the  payment 
of  interest  and  dividend  charges  as  in  the  past.  It  finds, 
therefore,  for  the  purposes  of  this  case,  that  the  return  so 
calculated  is  reasonable.  The  annual  financial  require- 
ments of  the  applicant  are,  therefore,  estimated  as  follows, 
to-wit; 

Operation  based  on  coat  of  first  seven  monthB  of  1918, 

multiplied  by  120  per  cent $626,957  92 

Maintenance  and  depreciation  based  on  9  per  cent  of  book 

value  of  plant 638,102  60 

Taxes  based  on  1917  taxes  of  $78,432,  plus  $40,000 118,432  00 

Telephone  plant  and  offlce  rental 11,278  32 

Interest  on  $1,200,000  of  bonds  at  5  per  cent 60,000  00 

Dividends  on  $3,957,456  of  preferred  stock  at  5  per  cent.  197,872  80 

Dividends  on  $2,006,795  of  common  stock  at  7  per  cent 140,405  65 

Miscellaneons  interest  and  amortization  requirements 6,429  04 

TOTAL    $1,797,478  33 

The  actual  expenditures  for  above  purposes  in  1917 
amounted  to  $1,467,859.97,  approximately  $330,000  less  thaii 
the  estimate  for  the  coming  year.    The  increased  expenses 
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over  1917,  previously  noted,  lo-wit,  wage  advance  already 
made,  $50,000,  wage  advance  to  be  made,  $103,491.20, 
materials,  $100,000,  and  taxes,  $40,000,  totaling  $343,491.20, 
are  therefore  seen  to  be  included  in  Ihe  budget  substantially, 
and  actual  expenditures  will  doubtless  fall  below  the  budget 
under  the  new  method  of  charging  consolidation  costs  to 
capital. 

It  must  be  understood,  however,  that  consolidation  costs 
may  not  be  charged  to  capital  in  cases  where  it  will  result 
in  a  greater  charge  to  capital  than  the  value  of  the  plant. 
Application  shoold  be  made  to  the  Commission  in  such 
cases  for  a  valuation  of  the  property  after  consolidation 
and  a  determination  of  the  amount  properly  chargeable  to 
capital,  and  should  a  deficit  arise  in  a  proceeding  of  that 
character  it  would  appear  that  it  should  be  charged  to  com- 
mon stock  dividend  account,  as  an  injudicious  investment. 

Applicant's  proposal  to  increase  only  part  of  its  local 
service  rates  is  open  to  objection,  if  the  new  rates  are  to 
be  permanent.  The  application  and  showing  are  predi- 
cated upon  the  entire  business  of  the  company  and  not  upon 
*  the  business  of  the  particular  exchanges  at  which  the 
increased  rates  are  to  apply.  It  may  be  that  an  accounting 
study  of  the  business  done  by  these  exchanges  in  the  past 
would  show  a  surplus  at  some  of  theip  sufficient  to  absorb 
the  increased  cost  noW  about  to  ensue,  in  which  case  an 
advance  in  rates  would  not  be  justified.  The  fact,  however, 
that  the  rates  affected  are  now  subnormally  below  those 
found  by  the  Commission  to  be  reasonable  for  similar 
services  elsewhere  on  the  system  raises  the  presumption 
in  an  emergency  proceeding  that  the  rates  should  be  raised 
to  normal,  pending  a  full  inquiry  as  to  the  business  of  the 
exchange.  The  amount  of  funds  represented  by  the  pro- 
posed increase  are  required  in  addition  to  the  funds  likely 
to  accrue  from  the  proposed  advance  in  toll  rates,  and  it 
would  be  unfair  in  a  proceeding  of  this  nature  to  raise  the 
local  service  rates,  that  are  already  high  compared  with  the 
snbnornial  rates,  without  placing  all  rates  on  an  equality. 
Credit  will  be  given  to  each  exchange  separately  for  all  of 
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the  revenues  accruing  from  its  rates  including  a  reasonable 
percentage  of  the  toil  revenues  collected  by  it,  and  the  order 
increasing  the  rates  will  not  relieve  applicant  of  the  duty 
of  establishing  the  reasonableness  of  each  of  the  rates  in 
subsequent  proceedings.  In  fact,  applicant  should  do  so 
at  the  earliest  opportunity  and  th(!  order  herein  will  fix  a 
time  for  such  action. 

The  rates  affected  are  described  in  the  order  only,  for 
brevity.  Assuming  that  there  will  be  no  losfi  of  subscribers 
under  the  new  rates,  the  increase  will  provide  $107,940  of 
additional  revenue  per  annum.  Applicant  anticipates  some 
loss  in  business,  however,  not  so  much  from  the  increase  of 
monthly  rates  as  from  tlie  service  connection  charges  estab- 
lished by  the  Federal  Government  The  record  shows  that 
approximately  one-third  of  the  people  now  applying  for 
regular  telephone  service  are  refusing  to  take  it  on  account 
of  the  service  connection  charges.  The  average  term  of  a 
telephone  subscriber  in  the  city  of  Lincoln  was  found  upon 
study  to  be  spmewhat  over  five  years  and  the  average  rate 
is  $27.00  per  annum,  or  $135  for  five  years.  Applying  the 
service  connection  charges  to  the  whole  number  of  Lincoln- 
subscribers  results  in  an  average  of  such  charges  of  $8.00 
per  subscriber.  Two  such  charges  gained,  or  $16.00,  com- 
pared with  one  loss  of  lates  for  five  years,  or  $135,  repre- 
sents the  loss  in  gross  revenue  on  account  of  the  action  of 
the  Federal  Government. 

The  record  shows  further  that  with  practically  no  service 
connection  charges  in  force  applicant  secured  2,615  new 
subscribers  in  Lincoln  in  1917  and  lost  2,006.  If  one-third 
of  the  new  subscribers  had  refused  the  service,  only  1,743 
new  subscribers  would  have  been  gained  as  against  2,006 
lost  The  net  loss  of  263  subscribers  represents  2.2  per 
cent,  of  the  11,900  subscribers  connected  with  the  exchange. 
True,  the  loss  is  not  likely  to  continue  in  such  proportions. 
The  public  in  time  will  doubtless  get  accustomed  to  the  new 
T'ates,  but  the  result  so  far  may  ■well  occasion  grave  con- 
cern on  the  part  of  those  charged  with  the  administration 
ol'  tlie  property. 
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The  increase  of  25  per  cent.,  in  toll  rates  applied  for  will 
yield  $119,426.04,  assuming  that  the  volome  of  toll  business 
done  during  the  first  seven  months  o£  1918  will  continue. 
There  is  little  reason  for  a  decline  in  toll  business,  as  the 
new  rates  do  not  appear  to  be  excessive  from  the  standpoint 
of  the  value  of  the  service  in  this  time  of  high  prices,  and 
long  distance  communications  are  usually  made  regardless 
of  cost 

Adding  these  estimated  increases  in  exchange  and  toll 
revenues  to  the  receipts  from  those  sources  for  the  first 
seven  months  of  1918,  theoretically  extended  to  cover  a  full 
year,  and  including  sundry  revenues,  gives  the  following 
estimate  of  applicant's  annual  revenues  under  the  proposed 
schedule,  to-wit: 

Exchange    revenaea    ($107,940    increased    revenue,    plus 

$1,140,420  old  revenne) $1,248,360  00 

Toll  revenues  ($119,426  increased  revenue,  plus  $477,704 

old  revenne)  597,130  00 

Sundry  revenues  (no  increase) 32,628  00 

TOTAL $1,878,U8  OO 

This  is  $80,000  more  than  the  estimated  requirements,  or 
about  41/^  pel-  cent  of  the  budget,  which  is  not  excessive 
considering  the  fluctuating  character  of  revenues  and 
expenses  in  a  year's  time.  No  greater  return  will  be  per- 
mitted to  inure  to  bond  and  stockholders  by  reason  of  the 
increase  and  the  order  herein  will  so  provide.  The  increase 
of  rates  will  also  be  limited  to  six  months  from  the  effective 
date  of  the  order,  subject  to  contiimation  by  the  Commis- 
sion on  due  proof  of  the  necessity.  Monthly  reports  of 
revenues  and  expenses,  including  appropriations  to  the 
depreciation  reserve  fund  and  expenditures  on  that  account, 
will  be  required  so  as  to  enable  the  Commission  to  keep  in 
touch  with  the  results  of  the  increase. 

Applicant  also  proposes  to  discontinue  the  rates  for  purely 
local  service  at  the  Havelock,  University  Place  and  Col- 
lege View  exchanges  and  substitute  the  Lincoln  zone  rates 
and  service  therefor.    The  subscribers  availing  themselves 
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[Neb. 
of  these  local  services  are  comparatively  few  in  number 
and  consist  largely  of  (hose  served  by  party  lines,  which 
also  furnish  zone  service.  The  change  is  in  harmony  with 
the  principle  of  regulation  which  dispenses  with  classes 
of  service  that  are  not  in  considerable  demand,  and  the 
impossibility  of  effectively  policing  two  classes  of  service 
on  a  single  wire  so  that  only  those  who  pay  for  zone  service 
receive  it,  is  conclusive  as  to  the  wisdom  of  abolishing  tlie 
limited  service.  The  Commission  finds,  therefore,  that  the 
discontinuance  of  rates  for  purely  local  service  in  the  cities 
of  Havelock,  University  Place  and  College  View,  and  the 
substitution  of  Lincoln  zone  rates  and  service  therefor,  is 
reasonable  and  should  be  allowed. 

Applicant  showed  in  support  of  its  request  to  postpone 
the  hour  at  which  night  toll  rates  go  into  effect  from  6KX) 
p.  M.  to  9 :00  p.  M.  that  the  toll  lines  are  used  during  the 
intervening  hours  to  a  greater  extent  and  more  toll  opera- 
tors are  required  at  that  time  than  any  other  similar  period 
during  the  day.  This  is  due  to  the  50  per  cent  reduction 
from  day  rates  (with  a  minimum  of  25  cents)  then  in  effect. 
The  traffic  done  consists  mainly  of  business  communica- 
tions legitimately  carrying  day  rates.  This  abnormal 
traffic  during  Ihese  hours  is  especially  burdensome  to  the 
operators.  It  compels  them  to  work  night  hours  and  to  go 
to  their  homes  in  the  dark  during  much  of  the  j'ear.  It 
also  prevents  their  going  to  evening  entertainments  and 
meetings  and  is  one  of  the  objections  to  entering  the 
emplojTnent. 

The  change  will  affect  only  a  trifle  over  30  per  cent,  of 
the  messages,  as  nearly  70  per  cent,  of  the  traffic  carries 
rates  of  from  10  to  25  cents  a  message  only.  An  additional 
17  per  cent,  of  all  messages  carry  rates  of  from  30  to  40 
cfnts  each.  It  was  also  shown  that  9:00  p.  m.  is  quite  the 
uniform  hour  for  night  rates  going  into  effect  throughout 
the  country,  and  that  it  is  the  rule  in  all  of  the  states 
adjacent  to  Nebraska,  excepting  Kansas.  The  Commis- 
sion finds,  therefore,  that  the  request  is  reasonable  and  the 
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order  will  provide  for  the  postponement  of  the  hour  at 
which  night  toll  rates  go  into  effect  from  6:00  p.  m.  to 
9  KX)  p.  M. 

Order. 
It  h-,  therefore,  ordered  hij  Ike  Nebraska  State  Railway 
Commission,  That  the  Lincoln  Telephone  and -Telegraph 
Company  be,  and  the  sanie  is  hereby,  authorized  and 
directed  on  and  after  November  1,  1918,  and  for  a  period 
of  six  months  thereaftiir,  to  charge,  collect  and  receive  the 
following  schedule  of  monthly  rates  for  the  service 
described,  at  the  exchanges  named,  to-wit: 
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Subji'ct  to  the  condition  that  the  revenues  derived  from 
thr  rates  in  effect  at  each  and  every  of  said  exchanges, 
plus  25  per  cent  of  all  revenue  derived  from  applicant's 
toll  business  originating  at  said  exchanges,  respectively, 
and  all  other  revenues  of  said  exchanges,  shall  be  used  and 
expended  only  as  follows,  to-wit: 

1.  In  defraying  the  costs  of  operating  said  exchange 
properties,  respectively,  including  taxes,  insurance,  losses, 
damages  and  general  expenses. 

2.  In  defraying  the  cost  of  maintaining  said  exchange 
properties,  respectively,  in  an  efficient  operating  condition 
and  of  creating  a  reserve  for  unrealized  depreciation,  the 
combined  amount  of  which  shall  be  9  per  cent,  per  annum 
of  the  fixed  capital  invested  by  applicant  in  said  properties, 
respectively. 

3.  In  paying  such  a  proportion  of  the  interest  on  appli- 
cant's bonded  and  floating  indebtedness  as  the  fixed  capital 
above-mentioned  bears  to  the  total  fixed  capital  invested 
by  applicant  in  all  of  its  properties  devoted  to  public  use, 
and  at  the  rate  or  rates  prescribed  in  the  evidences  of  such 
indebtedness. 

4.  In  paying  dividends  upon  applicant's  preferred  stock 
at  the  rates  prescribed  in  the  evidences  thereof,  and  upon 
applicant's  common  stock  not  to  exceed  7  per  cent,  per 
annum,  according  to  the  relation  described  in  Paragraph 
3  hereof. 

5.  The  remainder  of  said  local  exchange  revemies,  if 
any,  shall  be  credited  to  a  surplus  account  for  the  purpose 
of  paying  any  deficit  that  may  arise  in  the  discharge  of  any 
of  the  requirements  above-mentioned. 

It  is  further  ordered,  That  applicant  shall  make  due 
proof  to  the  Commission  on  or  before  May  1,  1919,  of  the 
reasonableness  of  all  of  the  rates  in  effect  or  made  effective 
by  this  order,  at  each  and  every  of  the  exchanges  above 
named. 

It  is  further  ordered.  That  the  basis  of  all  charges  to 
applicant's  Reserve  for  Accrued  Depreciation  fund  shall 
be  the  full  cost  of  replacements  made  in  kind,  less  salvage 
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values  of  the  property  displaced.  Where  replacements  are 
not  made  in  kind  the  basis  of  charge  shall  be  the  reproduc- 
tion new  value  of  the  property  displaced  as  of  the  time  of 
the  purchase  of  the  propertj-  installed;  and  the  difference 
between  that  cost  and  the  cost  of  the  property  installed 
shall  be  debited  or  credited  to  plant  account  according  as 
the  cost  of  the  property  installed  shall  be  above  or  below 
the  estimated  reproduction  new  value  of  the  property  dis- 
placed. No  other  charges' of  any  nature  shall  be  made  to 
said  fund,  and,  particularly,  no  costs  incurred  in  the  con- 
solidation of  plants  or  properties  other  than  replacement 
costs  of  property  constituting  a  part  of  the  property  owned 
by  applicant  in  the  first  instance. 

/(  IS  further  ordered,  That  the  rates  of  charge  for  local 
service  at  applicant's  exchanges  in  Havelock,  University 
Place  and  College  View  be,  and  the  same  is  hereby,  dis- 
contiaued  on  and  after  November  1,  1918,  and  that  the 
Lincoln  zone  service  and  rates  be  substituted  therefor. 

It  is  further  ordered,  That  the  Ijncoln  Telephone  and 
Telegraph  Company  be,  and  the  same  is  hereby,  authorized 
and  directed  on  and  after  November  1,  1918,  and  for  a 
period  of  six  months  thereafter,  to  charge  to,  and  collect 
and  receive  from,  subscribers  receiving  regular  exchange 
service,  rates  of  charge  for  long  distance,  or  toll  communi- 
cations in  amount  equal  to  25  per  cent,  greater  than  the 
rates  now  on  file  with  the  Commission  for  such  service, 
major  fractions  of  one  cent  to  be  counted  as  a  full  cent  in 
the  computation.  To  all  other  users,  of  such  service  the 
rates  of  charge  shall  be  the  same  as  to  regular  subscribers 
with  additions  in  the  case  of  charges  not  divisible  by  5,. 
or  an  amount  sufficient  to  make  such  division.  Seventy- 
five  per  cent,  of  all  of  the  revenues  derived  by  the  applicant 
from  its  toll  rates,  and  all  other  revenues  properly  belong- 
ing to  the  toll  business,  shall  be  used  and  expended  in  the 
operation  and  maintenance  of  the  toll  property  and  in  pay- 
ing its  proportion  of  interest  and  dividends  as  set  forth  in 
the  conditions  attached  to  the  expenditure  of  exchange 
revenues  above  described;  the  remainder,  if  any,  to  be 
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credited  to  a  surplus  account  for  the  purpose  of  paying  any 
deficit  that  may  arise  in  the  discharge  of  said  requirements. 

It  in  further  ordered,  That  applicant  shall  make  due 
proof  to  the  Commission  on  or  before  May  1,  1919,  of  the 
reasonableness  of  all  of  the  toll  charges  now  in  effect  or 
made  effective  by  this  order. 

/(  is  further  ordered,  That  the  hour  of  day  at  which 
reduced,  or  night,  toll  rates  shall  go  into  effect  shall  be 
9  o'clock  p.  M.  of  each  day. 

It  is  further  ordered.  That  the  exchange  and  toll  rates 
hereby  superseded  shall  be  restored  and  again  become  effec- 
tive on  May  1,  1919,  unless  otherwise  ordered  by  the  Com- 
mission prior  to  said  date,  and  that  jurisdiction  of  the 
instant  matter  be  retained  for  all  purposes  within  the  issues 
thereof. 

Made'  and  entered  at  Ijincoln,  Nebraska,  as  of  October 
1, 1918. 


Tm-Coukty  Telephone  Company  v.  Oandy  Switchboard 
Company. 

Formal  Complaint  No.  371. 

Decided  October  5,  1918. 

Physical  Connection  Ordored  Beotored  —  Twenty-f onr  Hoon  Oouddend 

a  Keasonablfl  Time  Witiiin  Which  to  Sestore  Same 

is  Case  of  Accident  or  Daiiiac«- 

Findings. 
This  matter  came  on  for  hearing  the  twenty-fourth  day 
of  September,  1918,  at  10  o'clock  a.  m.  of  said  day,  at  the 
offices  of'tlie  Commission  in  Lincohi,  Nebraska,  upon  the 
order'  entered  herein  on  September  18,  1918,  to  ivquire 
the  complainant  to  show  cause  why  an  order  should  not  he 
made  requiring  it  to  forthwith  connect  its  long  distance 
telephone  line  or  lines  'with  the  exchange  or  switchboaid 


*  See  Cmninission  Leadets  Ko.  S3,  p.  1631,  and  N^o.  81,  )>.  1000. 
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of  tte  respondent,  and  the  said  Trj-County  Telephone  Com- 
pany not  appearing  and  not  showing  any  cause  why  the 
proposed  order  should  not  be  made  against  it,  default  is 
entered  against  it,  the  said  Tri-County  Telephone  Company. 
Complainant  advises  the  Commission  by  letter  that  it  has 
connected  its  long  distance  telephone  line  with  respondent's 
switchboard  in  Gandy,  Nebraska,  but  that  it  intends  to 
sever  the  same  on  October  23,  1918,  at  the  village  limits 
of  Gandy,  Nebraska,  and  to  remove  that  portion  of  the  line 
within  said  limits,  offering,  however,  to  make  and  main- 
tain the  connection  of  said  line  with  the  respondent's 
switchboard,  if  the  respondent  will  build  a  telephone  line 
from  its  exchange  to  the  village  limits  so  as  to  connect  with 
the  complainant's  line.  No  good  reason  is  assigned  or 
shown  by  the  complainant  for  this  contemplated  action  on 
its  part  The  Commission,  therefore,  finds  that  it  is  just 
and  reasonable  to  require  the  Tri-County  Telephone  Com- 
pany to  make  and -maintain  a  physical  connection  of  its 
long  distance  telephone  line  or  lines  with  the  switchboard 
of  the  Gandy  Switchboard  Company,  and  to  keep  the  same 
in  good  working  order  without  interruption,  unavoidable 
accident  or  damage  excepted.  In  case  of  accident  or  dam- 
age the  Commission  finds  that  twenty-four  hours  is  a  rea^ 
sonable  time  ordinarily  within  which  to  repair  the  same. 

Obdeb. 
It  is,  therefore,  ordered  hy  the  Nebraska  State  Railway  . 
Commission,  That  the  Tri-County  Telephone  Company  of 
Stapletou,  Nebraska,  be,  and  the  same  is,  required  to  make 
and  maintain  physical  connection  by  means  of  telephone 
line  or  lines  between  its  switchboard  located  in  Stapleton, 
Nebraska,  and  the  switchboard  of  the  Gandy  Switchboard 
Company  located  in  Gandy,  Nebraska,  forthwith  within 
twenty-four  hours  of  the  receipt  of  this  notice  by  mail, 
and  to  furnish  long  distance  or  toll  telephone  service  over 
said  line  or  lines  continuously  in  the  future  without  inter- 
ruption for  more  than  twenty-four  hours  at  any  one  time 
and  then  only  when  occasioned  by  accident  or  damage  to 
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the  property  involved.  In  case  of  such  destruction  of  the 
facilities  involved  as  cannot  be  repaired  within  the  time 
given,  such  time  will  be  extended  upon  due  showing  to  the 
Commission  that  the  repairs  cannot  be  made  within  the 
allotted  time,  the  intention  hereof  being  to  maintain  long 
distance  telephone  service  between  said  exchanges  without 
interruption,  save  for  the  time  necessary  to  make  repairs. 
Made  and  entered  at  Lincoln,  Nebraska,  this  fifth  day  of 
October,  1918. 


In  re  Appucation  of  Nebhaska  TEijiPHOSE  Company  for  an 
Increase  of  Rates. 

Application  No.  3<i96. 

Decided  October  38, 1918. 

bicnue  in  Bxchangs  aod  Toll  K»tn  for  Period  of  Six  Honths  Anthorizod 

—  B  Per  Cent.  Fixed  f ot  Kesezra  for  Deprodttion  aod  Malnte- 

aaooe  —  7  Per  Cent  Fixed  m  Bate  of  Betnin  —  Objuic*  in 

Horn  aX  Wbich  Bedaced  Toll  Bates  Qo  Into  Effect 

Prescribed  —  Basis  of  Charges  to  Beserve  for 

Depreciation  Accoimt  Prescribed. 

Order. 
It  is  ordered  by  the  Nebraska  State  Railway  Commission, 
That  the  Nebraska  Telephone  Company  be,  and  the  same  is 
hereby,  authorized  and  directed  on  and  after  December  1, 
1918,  and  for  a  period  of  six  months  thereafter,  to  charge, 
collect  and  receive  for  regular  local  service  at  each  and 
every  of  its  exchanges  amounts  which  are  10  per  cent, 
in  excess  of  the  rates  now  on  file  with  the  Commission 
applicable  to  said  exchanges,  subject  to  the  condition  that 
the  respective  revenues  derived  from  the  rates  in  effect  at 
each  and  every  of  said  exchanges,  plus  25  per  cent,  of  all 
revenues  derived  from  applicant's  toll  business  originating 
at  said  exchanges,  and  all  other  revemies  of  said  exchanges, 
respectively,  shall  be  used  and  expended  only  as  follows, 
to-wit : 
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1.  In  defraying  the  cost  of  operating-  said  exchange 
properties,  respectively,  Including  taxes,'  insurance,  losses, 
damages  and  general  expenses. 

2.  In  defraying  the  cost  of  maintaining  said  exchange 
properties,  respectively,  in  an  efficient  operating  condition, 
and  of  creating  a  reserve  for  unrealized  depreciation,  the 
combined  amount  of  which  shall  he  9  per  cent,  per  annum  of 
the  fixed  capital  invested  by  applicant  in  said  properties, 
respectively. 

3.  In  paying  such  a  proportion  of  the  interest  on  appli- 
cant's indebtedness  as  the  fixed  capital  above-mentioned 
bears  to  the  total  fixed  capital  invested  by  applicant  in  all 
of  its  properties  devoted  to  public  use  and  at  the  rate  or 
rates  prescribed  in  the  evidences  of  such  indebtedness. 

4.  In  paying  dividends  upon  applicant's  common  stock 
at  a  rate  not  to  exceed  7  per  cent,  per  annum  according  to 
tlie  relation  described  in  Paragraph  3  hereof. 

5.  The  remainder  of  said  local  exchange  revenues,  if  any, 
shall  be  credited  to  a  surplus  account  for  the  sole  and 
exclusive  purpose  of  paying  any  deficit  that  may  arise  in 
the  discharge  of  any  of  the  requirements  above-mentioned. 

/( is  further  ordered,  That  the  Nebraska  Telephone  Com- 
pany be,  and  the  same  is  hereby,  authorized  and  directed  on 
and  after  November  1, 1916,  and  for  a  period  of  six  months 
thereafter,  to  charge  to,  and  collect  and  receive  from,  sub- 
scribers receiving  regular  local  service,  rates  of  charge  for 
long  distance  or  toll  communications  in  amounts  equal  to 
25  per  cent,  in  excess  of  the  rates  now  on  file  with  the  Com- 
mission for  such  service,  major  fractions  of  one  cent  to  be 
counted  as  a  full  cent  in  the  computation.  To  all  other 
users  of  such  service  the  rates  of  charge  shall  be  the  same 
as  to  regular  subscribers  with  additions  in  the  case  of 
charges  not  divisible  by  5  of  an  amount  sufficient  to  make 
such  division.  Seventy-five  per  cent,  of  all  of  the  reveimes 
derived  by  the  applicant  from  its  toll  rates,  and  all  other 
revenues  properly  belonging  to  the  toll  business,  shall  be 
used  and  expended  in  the  operation  and  maintenance  of  the 
toU  property,  and  in  paving  its  proportion  of  interest  and 
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dividends  as  set  forth  in  the  conditions  attached  to  the 
expenditure  of  exchange  revenues  above  described,  the 
remainder,  if  any,  to  be  credited  to  a  surplus  account  for 
the  sole  and  exclusive  purpose  of  paying  any  deficit  that 
may  arise  in  the  discharge  of  said  requirements. 

It  is  further  ordered,  That  the  hour  of  day  at  which 
reduced,  or  night,  toll  rates  shall  go  into  effect  shall  be 
9  o'clock  p.  M.  of  each  day. 

It  is  fvrther  ordered,  That  the  Nebraska  Telephone  Com- 
pany shall  make  due  proof  to  the  Commission,  on  or  before 
May  1,  1919,  of  the  reasonableness  of  all  of  the  toll  charges 
now  in  effect  or  made  efl'eetive  by  this  order. 

It  is  further  ordered,  That  the  rates  hereby  superseded 
shall  be  restored  and  again  become  effective,  the  toll  rates 
on  May  1,  1919,  and  the  exchange  rates  on  June  1,  1919, 
unless  otherwise  ordered  by  the  Commission  prior  to  said 
dates  respectively,  and  that  jurisdiction  of  the  instant  mat- 
ter be  retained  for  all  purposes  within  the  issues  thereof. 

It  is  further  ordered.  That  the  basis  of  all  charges  to 
applicant's  reserve  fund  for  accrued  depreciation  shall  be 
the  full  cost' of  replacements  made  in  kind,  less  salvage 
values  of  the  property  displaced.  Where  replacements  are 
not  made  in  kind,  the  basis  of  charge  shall  be  the  reproduc- 
tion new  value  of  the  property  displaced  as  of  the  time  of 
the  purchase  of  the  property  installed,  and  the  difference 
between  that  cost  and  the  cost  of  the  property  installed 
shall  be  debited  or  credited  to  plant  account,  according  as 
the  cost  of  the  property  installed  shall  be  above  or  below 
the  reproduction  new  value  of  the  property  displaced.  No 
other  charges  of  any  nature  shall  be  made  to  said  fund. 

AVhereas  an  emergency  exists,  this  order  shall  take  effect 
as  to  the  local  service  rates  affected  thereby  as  of  Decem- 
ber 1,  1918,  and  as  to  all  other  matters  contained  therein 
as  of  November  1, 1918. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twentv- 
eighth  day  of  October,  1918. 
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The  Public  Utilities  Commission. 

In  re   Application  of  The  Cambridge  Home  Telephone 
Company  for  Authoiuty  to  Issue  Stockand  Bonds. 

No.  1353. 

Decided  September  30,  1918. 

IncraaM  in  lUte  of  Interest  on  Bonds  Fieviossly  Approved,  Anthoriied 
in  View  of  Financial  Conditions. 

Sl'PPLEMESTAL   ORDER. 

The  Coniniissioii  having,  by  order  made  and  entered 
herein  as  of  date,  March  27, 1918,  authorized  and  consented 
to  the  issue  by  The  Cambridge  Home  Telephone  Company 
of  $25,800,  par  value,  of  common  capital  stock  and  $81,000, 
principal  sum  of  first  mortgage,  6  per  cent,  bonds,  and 
prescribed  the  purposes  for  which  the  proceeds  arising 
from  the  sale  thereof,  at  not  less  than  par,  should  be 
expended,  including  $52,227,67  for  the  unification  and 
improvement  of  applicant's  properties  at  Cambridge,  Ohio, 
conies  now  said  The  Cambridge  Home  Telephone  Company 
and  represents  and  shows  to  the  satisfaction  of  this  Com- 
mission, that  said  improvements  to  its  said  property  will 
cost  not  less  than  $l/)00  in  excess  of  the  sum  contemplated 
at  the  time  of  its  original  application  herein ;  that  the  con- 
ditions now  obtaining  in  the  financial  markets  render  the 
sale  of  6  per  cent,  bonds  at  par  highly  improbable,  but  that, 
by  offering  7  per  cent,  interest  it  may  be  able  to  dispose  of 
a  limited  amount  of  bonds,  and  tliat,  in  view  of  such 
iiu-reased  interest  charge,  it  desires  to  issue  only  .so  many 
bonds  as  may  be  nccessaiy,  and  asks  such  modification  and 
amendment  of  the  fonner  order  entered  herein  as  will 
authorize  it  to  issue,  in  lieu  of  the  securities  prescribed 
therein,  first  mortgage,  7  per  cent,  bonds  of  the  principal 
243 
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sum  of  $51,600  and  common  capital  stock  of  the  par  value 
of  $55,200. 

The  Coimniseion,  being  fully  advised  in  the  premises, 
finds  that  in  addition  to  its  findings  of  fact  heretofore  made 
and  entered  in  this  proceeding,  the  applicant  has  in  con- 
templation other  additions,  extensions  and  improvements 
to  its  plant  and  facilities,  the  cost  of  which  will  be  not  less 
than  the  smn  of  $1,500;  that  the  issue  of  applicant's  com- 
mon stock  of  the  par  value  of  $1,500  is  reasonably  required, 
and  the  money  to  be  procured  thereby  necessary  for  the 
construction,  completion,  extension  and  improvement  of 
applicant's  facilities,  and  that  the  conditions  actually 
obtaining  in  the  financial  markets  warrant  the  assumption 
by  applicant  of  such  increased  interest  charge  upon  so  many 
of  its  bonds  as  it  may  see  fit  to  issue,  and  is  satisfied  that  its 
consent  and  authority  for  the  issue  and  disposition  of  said 
capital  stock  of  the  additional  par  value  of  $1,500  should 
be  granted,  and  that  said  order  of  March  27,  3918,  should 
be  modified  and  amended  in  conformity  with  the  supple- 
mental application  duly  filed  herein. 

It  is,  therefore,  ordered,  That  the  order  made  and 
entered  herein  as  of  date,  March  27, 1918,  be,  and  hereby  it 
is,  modified,  amended  and  supplemented  to  read  as  follows, 
to-wit: 

It  is,  therefore,  ordered.  That  said  Tlie  Cambridge  Horn«  Telephone  Com- 
pany be,  and  it  hereby  is,  autboriEed  to  issue  its  common  capital  stock  of 
the  total  par  value  of  $56,700,  and  its  first  mortgage,  7  per  cent,  honda  of 
the  principal  smn  of  $51,600,  and  that  said  capital .  stock  and  bcmds  be 
sold  for  the  highest  price  obtainable,  but  for  not  leas  than  the  par  vatne 
thereof. 

and  in  all  other  respects  said  order  hereby  is  readopted 
save  and  except  that,  as  to  the  expenditure  of  the  proceeds 
thereof,  there  shall  be  included  within  the  appropriation  for 
the  unification  and  improvement  of  applicant's  facilities 
the  proceeds  arising  from  the  sale  of  the  additional  capital 
stock,  herein  authorized,  of  the  par  value  of  $1,500. 

Dated  at  Columbus,  Ohio,  this  thirteenth  day  of  Septem- 
ber, 1918. 
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Corporation  Oommisston. 

In  re  Appucation  of  Southwestern  Bell  Telephois'e 
Company  for  an  Increase  in  Exchange  Bates  in 
Oki^homa  Ciry. 

Cause  No.  3470  —  Order  No.  1504. 

Decided  October  18,  1918. 
bicnMeinSBtwAiithoiisad  — NoV»lutio]iK»de  — Effoct  Of  I&ereaM  ' 
in  Stations  on  Rata  Pw  Station  C(»uidei«d-~HilMC«  Cluuia 
for  Stations  Hwo  thsn  One  Hila  from  OontraJ  Offlco  Antbor- 
ised  —  Hflunnd  Swrrice  PQblic  Par  Stations  Au- 
thorized —  Joint  ITsei  Service  Defined  —  Direc- 
torr  Listini  Defined  —  Ueuured  Rates 
in  Addition  to  FUt  Bates 
AnUiorized. 

Obder. 
The  Southwestern  Bell  Telephone  Company,  owning  and 
operating  telephone  exchanges  and  toll  lines  in  the  State 
of  Oklahoma,  filed  its  application  with  the  Commission  ask- 
ing for  an  increase  in  exchange  rates  in  the  city  of  Oklahoma 
City.  The  matter  came  on  regularly  for  hearing  before  the 
Commission,  applicant  being  represented  by  its  general 
CQunsel,  8.  S.  Harris,  and  the  city  of  Oklahoma  City  being 
represented  by  Ed  8.  Vaught,  for  the  Chamber  of  Com,- 
.    merce,  and  B.  D.  Shear  for  the  municipal  council. 

Witnesses  for  the  applicant  testified  that  the  expendi- 
tures for  the  year  1918,  estimated  on  the  expenses  for  the 
year  1917,  and  the  per  cent,  increases  for  the  exchanges 
of  the  company  as  a  whole,  for  the  first  five  months  of  1918, 
will  amount  to  $430^25.  This  does  not  include  allowances 
for  depreciation,  amounting  to  6  per  cent.,  upon  the  com- 
pany 's  investment  in  physical  plant.  The  revenue  based  on 
the  number  of  stations  in  service  June  1,  1916,  at  the  rates 
245 
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now  in  effect  will  amount  to  $481,410.  The  Commission's 
engineer  investigated  the  revenues  and  expenditures  for  the 
first  six  months  of  1&18,  and  part  of  the  exjwnditnres  for 
the  months  of  July  and  August,  1918,  by  making  an  inspec- 
tion of  the  company's  books,  payrolls  and  other  records  in 
the  company's  general  office.  lie  estimated  from  the  fig- 
ures which  he  found,  that  the  expenses  for  the  year  1918, 
will  amount  to  $402,296,  the  revenues  to  $467,713.  The  esti- 
mate of  the  Commission's  engineer,  therefore,  based  on  the 
actual  figures  taken  from  the  company's  books,  is  $28,229 
less  for  expenditures  and  $13,697  less  for  revenues  than  the 
company's  estimate. 

On  the  estimate  of  the  company  for  the  same  amount  of 
stations  of  $430,525  expenditures,  there  would  be  a  net 
income  of  $50,885.  (hi  the  estimate  of  the  Commission's 
engineer  of  $402,296,  tliero  would  be  a  return  of  $65,417. 
The  records  of  the  company  for  the  past  three  years  show 
for  each  year  a  slight  increase  in  revenue  for  the  last  six 
months  over  the  first  half  of  the  year.  This  is  offset  by  a 
corresponding  increase  in  expenditures.  These  variations, 
included  with  the  figures  for  the  year  1918,  on  the  basis 
of  preceding  years,  would  not  greatly  change  the  ratio 
of  revenues  and  expenditures. 

The  Commission  has  not  attempted  to  make  a  valuation 
of  the  company's  plant  in  Oklahoma  City;  neither  is  it 
practicable  to  do  so  under  present  conditions.  So  many 
applications  for  increases  in  rates  are  being  filed  hy  public 
utilities,  and  so  much  diffiexdty  is  experienced  in  securing 
.  the  assistance  of  the  help  necessary  to  make  inventories 
necessary  for  a  basis  of  valuation,  that  it  is  altogether  out- 
of  the  question  to  attempt  it.  generally.  The  testimony 
shows  that  the  actual  cost  of  the  physical  items  included  in 
the  Oklahoma  City  plant,  according  to  company's  books,  as 
of  June  1,  1918,  is  $1,572,925. 

An  appraisal  made  by  representatives  of  the  company 
as  of  June  1, 1918,  shows  a  physical  valuation  of  $2,038,885. 
Including  the  company's  estimate  of  the  cost  of  establish- 
ing the  business,  and  the  amount  necessary  for  working 
capital,  the  company  claims  a  total  valuation  of  $3,531,679. 
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It  is  oniifcessary  to  pass  upon  the  reasonableness  of  the 
company's  ostiniate  of  valuation,  for  the  reason  that  the 
figures  given  for  revenues  and  expenditures  show  that  the 
rates  in  Oklahoma  City  are  too  low  to  allow  a  return  on 
the  investment  in  the  company's  plant.  Puhlie  utilities 
must  secure  enough  revenue  to  allow  a  return  on  the  prop- 
erty sufficient  to  pay  operating  expenses  and  take  care  of 
depreciation,  if  they  are  to  continue  in  existence;  and  if 
they  are  to  extend  their  plants  to  take  care  of  increased 
business,  they  must  secure  enough  more  revenue  to  induce 
the  investment  of  such  capital  as  will  pay  for  these  exten- 
sions. The  revenue  of  the  Oklahoma  City  plant  is  not  suffi- 
cient to  take  care  of  depreciation  after  paying  operating 
expenses,  let  alone  any  return  on  the  investment. 

The  rates  now  in  effect  in  Oklahoma  City  were  installed 
in  1909  when  Oklahoma  City  had  a  population  of  approxi- 
mately 60,000  and  the  plant  had  about  5,500  telephones. 
As  early  as  1908  tlie  municipal  council  of  Oklahoma  City, 
as  well  as  the  telephone  company,  foresaw  the  necessity 
of  providing  for  the  higher  operating  cost  per  station  as 
the  plant  increased  in  the  number  of  stations,  by  granting 
the  telephone  company  a  franchise  which  included  a  sliding 
scale  of  rates,  which  automatically  permitted  the  company 
to  raise  its  rates  as  the  number  of  stations  increased.  The 
cost  of  the  telephone  service  is  not  comparable  to  the  hand- 
ling of  the  ordinary  commodity  used  in  commerce  where 
the  cost  of  handling  the  commodity  decreases  with  the  num- 
ber of  units  handled.  The  more  telephone  subscribers  there 
are  connected  with  an  exchange,  the  greater  are  the  facili- 
ties at  the  command  of  any  one  subscriber,  and  conse- 
quently the  greater  is  the  investment,  the  cost  of  operation 
and  the  cost  of  maintenance  per  station.  The  present  popu- 
lation of  Oklahoma  City  is  estimated  at  from  95,000  to 
105,000,  and  the  number  of  stations  in  service  has  increased 
about  200  per  cent.  It  cannot,  therefore,  be  presumed  that 
rates  applicable  to  a  city  of  60,000  population  can  still 
prevail. 

Moreover,  it  is  a  matter  of  common  knowledge  that  the 
expenses  of  maintaining  and  operating  utilities  have,  in  the 
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last  two  or  three  years  and  still  are,  gradually  increased. 
Reports  filed  with  the  Commission  by  the  various  telephone 
companies  of  the  State  show  that  the  cost  of  labor  in  the 
past  four  years  has  increased  in  the  neighborhood  of  35  per 
cent.,  and  that  Uie  cost  of  material  for  the  same  period  has 
increased  about  76.5  per  cent.,  or  that  the  average  cost  of 
material  and  labor,  on  the  proportion  of  the  amount 
expended  for  these  two  items,  has  increased  approximately 
50  per  cent. 

The  Commission  finds  that  the  rates  now  in  effect  in 
Oklahoma  City  are  insufficient  to  allow  an  adequate  return 
on  the  investment  of  the  company's  plant,  and  that  the 
following  rates  ai-e  not  unreasonable. 

Wherefore,  the  premises  considered,  the  Commission 
being  advised, 

It  is,  therefore,  ordered,  That  the  Southwestern  Bell 
Telephone  Company  shall  be  permitted  to  install  at  Okla- 
homa City,  effective  November  1,  1918,  the  following 
schedule  of  rates,  to- wit: 

Business:  Per  MoHlh 

Individual  line  (flat  rate) $6  00 

Individual  line  (measured  rate,  80  outward  calls  per  month; 

excess  colls  3  cents  each.    la  calls  unlimited) 4  00 

Extension    1  00 

Joint  user 1  00 

Extra  name  service 50 

Toll  terminal   1  00 

Residence: 

Individual  line  (flat  rate) , . .  2  76 

Two-party  line  (flat  rate) 2  50 

Individual  line  (measured  rate,  60  outward  calls  per  month ; 

excess  calls  2  cents  each.    In  calls  nntimited) 2  00 


Joint  user i 50 

Extra  name  service 25 

Individual  aiid  party  line  rates  above  apply  to  telephone  located  within 
one  mile,  air  line,  of  3d  Street  and  Broadway.  For  telephones  located 
within  exchange  area,  more  than  one  mile,  air  line,  from  3d  Street  and 
Broadway,  a  chaise  of  25  cents  for  each  additional  ^  mile,  or  fraction 
thereof,  shall  be  made,  and  a  chai^  of  15  cents  for  each  additimial  '/^  mile, 
or  fraction  thereof,  for  party  line. 


DigilizcdbyGOOglc 


ApplicatioIi  of  SoiTTHWESTERK  Bell  Tel.  Co,"      249 

:.  U  84] 

PrivaU  Branch  Exchange  Service : 
Svilehboard,  cordless,  equipped  for  legs  than  10  lines,  including 

operator's  set $2  00 

Switchboard,  cord  or  cordless,  equipped  for  10  stations,  oper- 
ator's set,  etc 3  00 

Each  additional  5  lines  or  fractional  part  thereof 25 

Tnmks  (both-way)   a  00 

Business  stations  (in  same  building  as  switchboard) 1  00 

Residence  stations  (in  same  building  as  switchboard) 25 

Bund  Service  Stations  : 

Bnaness 1  50 

Residence 1  00 

With  a  minimnm  of  $10.00  and  a  maximum  of  $20.00  for  any  one  line, 
per  mcath. 

Ueasored  service  public  pay  station  telephones  may  be  located  and 
maintained  at  such  places  as  the  telephone  company,  may  select  and  arrange 
for;  and  any  telephone  subscriber  may  secure  the  location  of  a  public  pay 
itatiiHi  by  providing  a  suitable  location  for  same,  at  a  rate  of  5  cents  per 
rail,  and  by  guaranteeing  to  the  telephone  company  monthly  receipts  of 
at  least  $4.00  per  month. 

Definititm  of  Joint  User:  The  person,  firm,  or  corporation  who  shares 
the  snbseriber's  service  under  a  specific  contract  and  in  accordance  with 
tariff  provisioRs  but  who  would  not  otherwise  be  entitled  to  joint  use 
{it*  directory  listing). 

Definition  of  Directory  Liatini/:  An  additional  listing  of  a  person  or 
firm  (or  whom  the  subscriber  has  contracted  for  joint  user's  service. 

On  the  basis  of  the  foregoing-  rates  and  the  number  of 
stations  in  service  June  1,  1918,  the  Commission  estimates 
the  revenue  to  he  derived  by  the  company  at  $568,445,  this, 
l«i.s  expenditures  of  $4<)2,296,  will  yield  an  income  of 
$166,149,  about  10.6  per  cent,  upon  the  company's  lowest 
estimate  of  investment  in  plant;  deducting  allowance  for 
depreciation  will  afford  about  4  per  cent,  for  interest  on 
the  amount  of  the  investment  in  physical  property  devoted 
to  public  service.  This  could  not  be  considered  to  be 
excessive. 

//  is  further  ordered,  That  the  company  shall  file  with  the 
Commission  each  month,  for  the  preceding  month,  a 
detailed   statement  of   revenues,   expenditures,  and   addt- 
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tions  and  betterments  to  plant  for  the  Oklahoma  City 
exchange,  with  complete  details  as  to  all  methods  and  for- 
mula by  which  such  facts  and  figures  desired  hereunder  are 
developed,  together  with  all  other  information  which  the 
Commission  may  request  at  any  time,  relating  to  the 
property  or  traffic  involved  in  this  application. 

This  order  shall  remain  in  full  force  and  effect,  until  eon- 
ditions  necessitate  a  change  thereof,  and  xintil  further  ordiT 
of  this  Commission. 

Done  at  Oklahoma  City,  Oklahoma,  in  the  regular  order 
of  business,  this  the  eighteenth  day  of  October,  1918. 
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Pnblic  Service  Oommission. 

In  re  Application  of  LEBiNON  Mutuai,  Telephone  Cosi- 

PANT  FOB   AuTHOKITY  TO  INCREASE  BaTES. 

U-F-224  — Order  No.  423. 

Decided  August  29,  1918. 
ZnereMa  in  Bfttes,  War  Conditions  Ooiuldoiad,  AntltoiiMd  —  Appioii- 
mat0l7  5  Per  Cent.  Fixod  for  Beserr*  for   DepredatiUL  — 
EUmisktion  of  Faymntt  of  Bental  to  SnbscrlbeTB  Own- 
ing Inatmments  Approved,  Frovidod  OompanF 
PorchaBes  IiiBtTiim«ntfl. 

Findings  and  Order. 
This  application  was  presented  to  the  CommisBion  on 
May  6,  1918,  and  after  due  notice  was  fully  heard  and  sub- 
mitted at  the  city  hall,  Lebanon,  Oregon,  on  the  twenty- 
third  day  of  July,  1918,  with  the  following  appearances 
entered :  For  Lebanon  Mutual  Telephone  Company,  0.  F. 
Cosper,  president  and  manager;  for  the  city  council  of 
Lebanon,  N.  M.  Newport,  city  attorney. 

In  its  application  the  Lebanon  Mutual  Telephone  Com- 
pany asks  for  increase  in  rates  as  shown  by  the  following    . 
comparison : 

PftESENT  Rates. 
Filed  in  Tariff  O.  B.  C.  No.  1,  Effective  March  1,  1912. 
Bvainest  Service:  PerMonth 

One-party  Une $2  50 

Two-party  line 1  75 

Poor-party  line 1  50 

ExtenaoDS    1  00 

Residence  Service: 

One-party  line 2  00 

Two-party  line •. 1  25 

Ten-party  Jine 1  ^ 

Extensions    "'' 

Where  the  instramait  is  fumialuid  by  the  Bubsoriber  the  company  allows 
a  monthly  n-iital  of  25  cents  for  the  use  of  same. 

Switching'  rates  for  sabscribers  on  farmer  lines  where  lines  and  eqnip- 
lusnt  are  owned  and  maintained  by  the  subscribers  are  30  wnts  per  month. 

No  disconnts  are  ^ven  on  these  rates. 

251 
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Filed  in  Supplement  Ko.  1  to  0.  R.  C.  No.  1,  Effective  Jnne  6,  1917. 

Local  city,  non-subBcriber  calls,  each 5  cents 

Fami  line,  non-sabscribeiT  calls,  eaali 10  cents 

Rates  Proposed  by  CojiPiNT. 

Desk  Set  WaUSet 

Business  Service:                                                        Per  Month  Per  Month 

One-party  line $2  76  $2  50 

Two-party  line 225  200 

Fonr-party  line 1  75  1  50 

Extensions 126  lOO 

Residence  Service: 

One-party  line 2  25  2  00 

Two-party  line 1  75  1  50 

Fonr-party  line 1  50  1  25 

Ten-party  line 1  25  1  00 

Extensions 75  50 

Service  to  lodges,  one-party  line 225  200 

Snbnrban  service,  lines  owned  by  utility 1  00 

Extension  bells,  ordinary 25 

Extension  bells,  loud  ringing 50 

Farmer  line  switching,  payable  semi -annually  in  advance 
in  January  and  July  with  a  disconnt  of  50  cents  per 

annum  if  paid  during  same  months $5  00  per  year 

Farmer  lines  to  consist  of  not  less  than  six  subscribers  with  minimum 
payment  for  this  service  made  on  that  basis. 

No  provision  to  be  made  for  ownership  of  telephone  instruments  by 
the  subscriber. 

This  proposed  schedule  makes  no  very  material  increases 
in  the  rates  now  filed,  the  principal  features  being  the 
establishment  of  a  25-ceiit  per  month  additional  charge  for 
desk  type  instruments;  an  increase  of  25  cents  per  month 
in  the  two-party  business  service  rate;  and  in  increase  in 
the  net  rate  for  farmer  line  switching  service  of  7%  cents 
per  month. 

In  support  of  its  request  the  applicant  alleges  that  the 
present  cost  of  operation,  owing  to  advance  in  price  of  all 
materials  and  supplies,  increased  wages  of  employees  and 
shorter  hours  during  wliich  employees  may  be  engaged,  is 
greatly  in  excess  of  that  at  the  time  the  present  rates  were 
placed  in  effect,  and  that  the  present  rates  have  not  been 
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sufficient  to  provide  a  reserve  for  depreciation  or  to  pay  a 
dividend  to  the  stockholders. 

Aji  examination  of  the  record  shows  that  the  applicant 
herein  is  a  corporation  organized  in  1912  and  existing  by 
virtue  of  the  laws  of  the  State  of  Oregon.  It  is  engaged  in 
the  ownership,  management,  control  and  operation  of  a 
system  of  lines  and  equipment  for  the  conveyance  of  tele- 
phone messages  in  the  city  of  Lebanon  and  immediate 
vicinity,  and  in  such  occupation  is  a  public  utility  subject 
to  the  jurisdiction  of  the  Public  Service  Commission  of 
Oregon  and  to  the  provisions  of  Chapter  279  of  the  Laws 
of  Oregon  for  1!)11  and  such  laws  as  have  been  enacted 
amendatory  thereof  and  supplemental  thereto.  At  the  date 
of  its  organization  the  applicant  absorbed  the  business  of 
The  Pacific  Telephone  and  Telegraph  Company  and  that  of 
a  mutual  company  which  then  occupied,  in  competition,  the 
field  now  supplied  by  the  Lebanon  Mutual  Telephone  Com- 
pany. In  the  transfer  of  property  to  the  new  organization 
the  members  of  the  former  mutual  company,  as  considera- 
tion for  the  certain  property  and  sundry  rights  and  privi- 
leges held  by  them  as  members  of  the  old  company,  were 
given  stock  in  the  present  organization.  Other  stock  has 
from  time  to  time  been  issued  for  a  cash  consideration  and 
the  proceeds  therefrom  used  in  the  purchase  or  construc- 
tion of  additions  to  the  property.  The  total  amount  of 
stock  authorized  is  $5,000,  and  the  amount  issued  and  out- 
standing at  the  date  of  hearing  was  $4,105,  all  having  been 
issued  for  cash  or  its  equivalent,  and  the  proceeds  as  far 
as  can  be  determined  devoted  to  the  purchase  or  construc- 
tion of  portions  of  the  existing  property.  The  other  indebt- 
edness consists  of  two  notes,  one  a  mortgage  note  for  $1,()00 
drawing  interest  at  7  per  cent,  per  annum,  and  the  other 
a  demand  note  for  $500  drawing  8  per  cent,  interest.  The 
books  of  the  company  and  the  record  herein  do  not  disclose 
the  original  cost  of  the  system  and  no  finding  thereon  will 
be  made. 

The  reproduction  cost  of  the  property  in  new  and  usable 
eondition  under  normal  circumstances,  such  as  might  have 
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been  encountered  in  its  constmetion,  we  find  i'rom  the 
record  to  have  been  July  1,  1918,  the  sum  of  $17,6*K),  includ- 
ing allowance  for  necessary  working  capital  to  properly 
carry  on  the  business  and  a  consideration  of  the  property 
as  a  going  concern.  This  value  less  the  amount  of  depre- 
ciation accrued  from  age.  use,  obsolescence  and  inadequacy, 
amounted  on  that  date  to  $14,750. 

For  the  year  ended  June  .30,  1918,  the  revenue  of  the 
company  obtained  under  the  present  rates  from  71  city 
business,  225  residence  and  500  farmer  subscribers  was 
$5,737.43.  The  commissions  on  long  distance  business 
amounted  to  $814.28.  Revenue  from  labor  sold  amounted 
to  $9.50,  the  total  revenue  charged  during  the  year  being 
$6,561.21.  Expenses  during  the  period  above  noted  were 
as  follows : 

Qeneral  office  salaries  (inaiiBger  and  secretary) $2,100  00 

Operators'  wages 1,892  00 

Repairs  and  mamtenauce '  804  88 

Other  traffic  expenses 176  68 

Other  general  expenses 1,268  52 

Taxes 177  76 

Interest  on  outstanding  indebtedness 186  34 

Included  in  these  amounts  is  $275  disclosed  as  a  portion 
of  fee  paid  to  an  engineer  for  an  evaluation  of  the  prop- 
erty. This  amount  may  be  considered  as  an  abnormal 
expense  and  not  liable  to  recur.  Dn  the  other  hand  it  is 
apparent  that  such  a  reduction  will  be  offset  during  the 
coming  months  by  materially  increased  cost  of  operation 
due  to  the  necessity  for  pajonent  of  higher  wages  to  oper- 
ators and  other  labor. 

There  must  also  be  considered  as  an  actual  expense  not  - 
heretofore  fuUy  met  by  the  company,  the  accruing  deprecia- 
tion upon  the  property.  Conditions  surrounding  this  par- 
ticular case  indicate  that  there  should  be  reserved,  annually 
approximately  $900  to  insure  protection  for  the  investment 
already  made,  and  also  maintenance  of  the  system  in  con- 
dition to  render  adequate  service.  Such  a  sum  should  be 
reserved   yearly   and   expended    as   contemplated   by   the 
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Public  Utility  Law  of  this  State.  Some  expenditure  for 
this  purpose  ha.s  undoubtedly  been  in  the  past  charged 
against  operations  in  tlie  current  expense  accounts,  but 
such  charges  cannot  be  considered  as  sufficient  to  meet  the 
ultimate  necessity  for  reconstruction  and  replacement  of 
tiie  existing  equipment. 

With  the  necessary  adjustments  made  for  these  items 
and  for  such  increases  as  are  to  be  expected  in  revenues 
from  both  local  exchange  and  long  distance  business,  it 
appears  that  revenue  obtainable  from  present  rates  and 
patronage  will  not  be  sufficient  to  properly  operate  the 
business  and  maintain  the  system  even  with  no  considera- 
tion being  given  to  the  payment  of  dividends. 

Upon  the  basis  of  the  foregoing  findings,  the  present 
rates  of  the  l>banon  Mutual  Telephone  Company  are  found 
to  be  unreasonable  insofar  as  they  conflict  with  those  herein- 
after determined  as  reasonable  for  the  service  of  the 
company. 

The  rates  proposed  by  the  company  will  not,  under  the 
conditions  to  be  met  in  the  near  future,  produce  revenue  in 
excess  of  that  required  to  fairly  meet  reasonable  and  neces- 
sarj'  expenses,  taxes,  depreciation  and  fixed  charges.  Any 
return  available  for  dividends  will  be  necessarily  small  and 
not  such  as  investors  in  such  projects  might  be  reasonably 
entitled  to  expect.  In  view  of  these  circumstances,  the  rates 
proposed  by  the  company,  modified  to  provide  extension 
desk  telephones  for  business  service  at  $1.00  per  month  and 
loud  ringing  extension  bells  at  35  cents  per  month,  inas- 
much as  they  produce  no  unfair  discrimination  between 
individual  subscribers  or  classes  of  subscribers  and  com- 
pare favorably  with  the  rates  for  like  service  in  other 
conmiunities  similarly  situated,  are  not  unreasonable. 

The  proposal  of  the  company  to  eliminate  the  rental 
allowance  to  subscribers  owning  their  own  instruments  the 
Commission  Wlieves  is  a  practical  step  toward  the  estab- 
lishment of  standard  and  efficient  service,  and  it  will  he 
authorized,  upon  condition  that  the  company  in  every  case 
where  an  instrument  in  use  upon  its  lines  is  owned  by  the 
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subscrilHT,  shall  purchase  the  instrument  at  a  fair  price  to 
be  determined  by  a  consideration  of  the  type  of  instrument, 
its  physical  and  service  condition,  and  its  adaptation  to  use 
in  the  service  to  be  given  by  the  company. 

Upon  consideration  of  the  foregoing  findings,  the  entire 
record  and  all  facts  pertinent  to  this  proceeding, 

It  is,  therefore,  ordered^  That  the  Lebanon  Mutual  Tele- 
phone Company  be,  and  the  same  hereby  is,  authorized  to 
discontinue  its  present  rates  and  practices  hereinbefore 
found  to  be  unreasonable,  and  to  substitute  in  lieu  thereof, 
under  the  conditions  and  with  the  modifications  herein- 
before defined,  the  rates  and  practices  submitted  in  its 
application,  and 

It  is  further  ordered,  That  immediately  upon  its 
acceptance  of  the  provisions  hereof,  the  Lebanon  Mutual 
Telephone  Company  shall  file,  according  to  law  and  the  iniles 
of  this  Commission,  a  tariff  or  tariffs  setting  forth  the 
rates,  rules  and  regulations  to  be  established  and  main- 
tained for  its  service. 

,A  reasonable  date  for  this,  order  to  become  effective  is 
September  1,  1918. 

Dated  at  Salem,  Oregon,  this  twenty-ninth  day  of  Augnst, 
1918. 


In  re  Application  of  Nbwberg  Telephone  Company  for 
Readjustment  of  Rate  for  Portable  or  Desk  Teli- 

PHONBS. 

U-F~217-— Order  No.  431. 

Decided  September  9,  1918. 

IncTMse  in  BatM  for  Latallitlon  uid  Haiateiuuico  of  DmIc  Sets  AntlMn^ 

icod  —  Olaasiflcation  Approved. 

Findings  and  Obdeb. 

This  is  an  application  brought  by  the  Newberg  Telephone 

Company  for  authority  to  readjust  its  rate  charged  for 

portable  or  desk  telephones.    This  matter  came  on  regularly 

for  hearing  before  tlie  Connnis.'^ion  at  the  city  hall  in  New- 
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berg,  Oregon,  on  Tuesday  tlie  eighteenth  day  of  June,  1918, 
at  the  hour  of  9 :30  a.  m.  at  which  time  and  place  testimony 
was  taken  hereon,  applicant  company  appearing  by  E.  E. 
Goff,  its  secretary  and  manager. 

At  the  present  time  the  applicant 's  rates  regularly  call  for 
wall  sets,  with  a  nominal  additional  charge  of  $1.00  at  the 
time  of  the  installation  if  the  subscriber  desires  a  desk  set  or 
portable  instrument.  This  charge  originally  was  designed  to 
cover  the  additional  cost  of  installing  and  maintaining  such 
portable  set.  The  company  alleges  that  since  the  establish- 
ment of  this  charge  experience  has  shown  that  the  rate  is 
insufficient  and  requires  adjustment.  Because  of  their  con- 
venience, many  portable  telephones  are  now  in  use  in  this 
commimity  foi  residence  as  well  as  commercial  service. 
Out  of  a  total  of  approximately  500  'phones  the  applicant 
now  lias  installed  in  the  neighborhood  of  110  portable  sets, 
and  the  proportion  of  desk  to  wall  'phones  is  rapidly 
increasing. 

It  is  an  estalilished  fact  that  the  cost  of  an  installed  desk 
or  portable  set  and  the  maintenance  expense  attached 
thereto  is  suflBciently  in  excess  of  that  for  the  ordinary 
wall  type  instrument  to  justify  a  distinction  in  the  service 
rates  for  the  two  types  of  equipment.  The  justification  for 
such  distinction  need  not  be  explained  further  than  to  state 
that  the  very  characteristic  which  gives  the  portable  instru- 
ment its  attraction  to  users  gives  rise  to  increased  mainte- 
nance expense  on  account  of  parts  broken  from  falls,  worn 
cords,  etc.,  not  encountered  in  the  use  of  ordinary  equip- 
ment. Because  of  these  facts  the  applicant  claims  that  this 
service  is  becoming  burdensome  and  that  an  extra  charge 
of  25  cents  per  month  should  be  allowed  for  these 
instruments. 

The  rate  of  25  cents  per  month  requested  by  the  appli- 
cant is  the  standard  additional  charge  in  common  use  by 
other  telephone  companies  throughout  this  and  other  states, 
for  this  type  of  equipment,  and  does  not  seem  to  be 
unreasonable  in  this  instance. 
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From  a  consideration  of  the  foregoing  matters  and  of  the 
entire  record  before  it,  the  Commission  is  of  the  opinion, 
and  finds,  that  the  appUcatioh  herein  should  be  allowed. 

//  is,  therefore,  ordered,  That  the  application  herein  be, 
and  it  hjereby  is,  allowed,  and  the  applicant  company  per- 
mitted to  charge,  impose  and  collect  for  the  furnishing  of 
portable  or  desk  telephones,  in  lieu  of  the  nominal  charge 
of  $1.00  now  collected  upon  installation,  a  rate  of  25  cents 
per  month  in  addition  to  the  regular  monthly  party 
exchange  service  rate. 

In  order  that  no  undue  burden  may  be  imposed  upon  snb- 
seribers  now  using  desk  type  installations,  the  company  will 
be  permitted  to  credit  such  subscribers,  who  have  paid  for 
such  installations  within  the  six  months  last  preceding  the 
date  of  this  order,  with  the  additional  charges  made  against 
them  for  the  service. 

Dated  at  Salem,  Oregon,  this  ninth  day  of  September, 
1918. 


In  re  Applicatjon  of  Clatskanib  Telephone  Company  for" 

Authority  to  Increase  Rates. 

U-F-213  —  Order  No.  434. 

Decided  September  10,  1918. 

Increasa  in  Bates,  Wax  Oondltiona  Oonsideied,  AuUioiiiod  —  Ovncn 
Held  Responsible  for  Expense  of  Patting  Fropezly  in  Good  Ood- 
dition  HBrTing  Failed  to  Maintain  Reserve  for  Depre- 
dation—  8  Per  Cent.  Fixed  for  Reserve  for 
Dspreciation. 

Findings  and  Order. 

This  proceeding  is  before  the  Commission  upon  the  appli- 
cation of  the  Clatskanie  Telephone  Company  for  authorit}' 
to  advance  its  rates,  in  support  of  which  it  is  alleged  that 
the  income  is  not  sufficient  to  properly  maintain  the  service. 

The  case  was  fully  heard  and  submitted  at  the  citj-  hall 
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of  Clatskanie,  on  June  19, 1918,  with  the  following  appear- 
ances of  record:  For  Clatskanie  Telephone  Company, 
W.  A.  Hall,  manager;  for  city  council  of  Clatskanie,  George 
B.  Contffcrs,  city  recorder,  (unofficial). 

The  Clatskanie  Telephone  Company  is  the  firm  name  and 
style  under  which  W.  A.  Hall  and  J.  L.  Wooden,  in  partner- 
ship, own,  manage,  control  and  operate  in  the  town  of  Clats- 
kanie and  vicinity,  a  system  of  Mires  and  equipment  for  the 
conveyance  of  telephone  messages.  In  such  occupation  the 
organization  is  a  public  utility  subject  to  the  jurisdiction 
of  this  Commission  and  to  the  provisions  of  Chapter  279  of 
the  Laws  of  Oregon  for  1911,  and  of  laws  enacted  amenda- 
tory thereof  and  supplemental  thereto,    . 

The  property  of  the  company  consists  of  a  system  of  lines 
in  the  town  oj'  Clatskanie,  and  in.  certain  rural  districts 
adjacent  thereto,  and  a  central  exchange  office  in  Clatskanie 
through  which  service  is  given  to  subscribers -upon  the  com- 
pany's lines,  and  connection  is  had  with  the  lines  of  The 
Pacific  Telephone  and  Telegraph  Company,  the  Quincy- 
Mayger  Telephone  Company,  and  the  Nehalem  Mutual 
Telephone  Company. 

The  original  cost  of  the  property  is  not  available  from 
the  record  nor  from  the  books  of  the  company  which  are 
kept  .according  to  no  definite  classiiication  of  accounts.  From 
investigations  conducted  by  the  engineering  department 
of  the  Commission,  however,  it  appears  that  on  the  nine- 
teenth day  of  June,  1918,  the  reproduction  cost  new  of  the 
physical  items  of  a  like  system  in  new  and  usable  condition 
under  normal  circumstances  would  have  been  $8,251  and 
that  this  amount  less  the  depreciation  accrued  from  all 
causes  was  at  that  time  $5,505.  These  amounts  include  no 
allowance,  for  working  capital  reasonably  required  in  the 
conduct  of  the  business  or  for  the  existence  of  the  property 
as  a  going  concern  with  developed  business  attached. 

At  the  date  of  hearing  the  patronage  and  exchange 
revenue  of  the  company  were  as  follows : 
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Monthly 

Class  of  Service:                                                             Number  Rate 

Private  lines 2  .    $200 

BnainesB  party  lines 27  160 

Residence  party  lines 95  1  00 

Rural  party  lines 44  150 

Rural  special 4  100 

Local  line  switching 13  50 

Farmer  line  switching 167  25 

Free  'phones  to  partners  in  company 3  

Kerry  Timber  Company  line 1  500 

Analysis  of  the  results  of  operation  for  the  five-months' 
period  ended  May  31,  1918,  shows  that  the  total  revenues 
from  all  sources,  including  gross  charges  for  long  distance 
service  over  the  lines  of  The  Pacific  Telephone  and  Tele- 
graph Company,  with  a^ttached  war  taxes  collected  thereon, 
were  approximately  $2,675.  This  amount  used  as  a  basis 
for  estimating  the  normal  earnings  for  a  year  produces  an 
annual  gross  revenue  of  $6,420. 

Analysis  of  the  expenses  for  the  same  period  show  a  total 
outgo  of  $3,003.07,  including  payment  to  The  Pacific  Tele- 
phone and  Telegraph  Company  of  its  share  in  long  distance 
service  charges  collected,  the  war  tax  on  such  long  distance 
messages,  the  half-year's  taxes,  certain  expenditures  for 
additions  to  capital,  and  an  amount  of  $511.95  taken  oat  of 
the  business  as  profit  by  the  partners.  The  total  expense 
for  this  period  reduced  by  excluding  the  above-named 
items  and  used  as  a  basis  for  calculation  of  normal  results 
produces  an  estimated  annual  expense  of  $5,400.  This 
amount  includes  taxes  but  no  reserve  for  depreciation,  nor 
an  allowance  for  dividends,  or  profit  to  the  owners  of  the 
company. 

After  the  reservation  of  $600,  which  it  has  been  deter- 
mined should  be  set  aside  as  an  aimual  depreciation  allow- 
ance to  preserve  the  investment  and  continue  the  property 
in  serviceable  condition,  an  animal  net  operating  income  of 
$420  would  be  available  under  the  assmnption  that  condi- 
tions prevailing  during  the  period  prior  to  May  31,  1918, 
will  continue. 
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While  investigation  shows  that  the  above  amounts 
include  no  abnormal  or  unreasonable  expenditures  it  is  now 
known  that  certain  advances  must  be  met  if  the  utility  is 
to  continue  operations  and  give  the  quality  of  service  which 
subscribers  have  the  right  to  expect  of  it.  These  items  for 
the  year  are  as  follows : 

Increase  in  operators'  wages  to  conform  to  orders  of  Industrial 

Welfare  CommisMOtt $240  00 

Increase  in  manager's  salary,  $25.00  to  $50.00  per  month 300  00 

Increase  in  bookkeeper's  salary,  $10.00  to  $25.00  per  month.  180  00 
Ad^tional    labor   for  operation    and   mwntenance   of   lines 

(wtimated)  150  OO 

Rent  not  indoded  above 30  00 

Water  not  included  above 12  00 

TOTAL  TKCREASE  PER  YEAR $912  00 


These  items  in  our  opinion  are  in  no  way  unreasonable 
nor  in  excess  of  reasonable  requirements  which  must  be 
met  if  the  company  is  to  be  enabled  to  serve  the  public 
adequately  and  without  undue  sacrifice.  A  consideration 
of  these  advances  as  actual  expenses  to  be  met  in  the  future 
reduces  the  operating  income  of  $420,  determined  above, 
to  an  operating  loss  of  $492,  which  it  will  be  impossible  to 
meet  with  present  rates,  and  in  which  no  consideration  is 
given  to  profit  for  the  investors. 

The  Commission  is  convinced  that  the  utility,  to  maintain 
its  property  and  meet  the  pressure  of  increased  costs  in 
both  labor  and  material  arising  from  present  war  condi- 
tions, is  entitlf'd  to  the  cooperation  of  its  subscribers  by  the 
payment  of  advanced  rates,  so  long  as  such  rates  are  in 
themselves  reasonable;  and  for  such  increased  charges  the 
subscribers  are  equally  entitled  to  receive  from  the  utility 
the  first  class  service  which  it  shall  be  expected  to  maintain 
after  receiving  such  relief  as  is  herein  granted. 

It  has  been  the  custom  in  the  past  for  the  partners  in  this 
Inisiness  to  draw  out  all  surplus  income  as  dividends  with- 
out reserving  any  allowance  to  meet  accruing  depreciation 
upon  the  property.  Although  the  records  do  not  disclose 
the  exact  extent  of  such  withdrawals,  indications  are  that 
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the  amount  has  been  a  considerable  one.  Testimony  shows 
that  portions  of  the  property  are  in  such  condition  as  to 
require  immediate  extensive  reconstruction,  and  the  com- 
pany has  included  necessary  labor  for  such  reconstruction 
as  a  part  of  its  operating  expenses  in  support  of  the  appli- 
cation for  increased  rates.  In  view  of  the  fact,  already  dis- 
closed, that  no  funds  have  been  reserved  to  cover  this  iiccru- 
ing  liability,  although  dividends  have  been  withdrawn  regu- 
larly and  in  considerable  amount,  we  are  inclined  to  believe 
that  the  takers  of  these  profits  should  ultimately  be  held 
responsible  for  a  great  portion  of  the  expense  necessary  to 
replace  the  property  in  the  condition  that  should  obtain 
to  insure  proper  service.  The  Commission  will  allow  the 
inclusion  of  no  such  expense  in  its  estimates,  except  as  it  ■ 
may  be  affected  by  the  regular  items  included  for  annual 
depreciation  reserve  and  current  maintenance. 

In  connection  with  such  responsibility  on  the  part  of  the 
owners  and  when  such  improvements  are  completed  and  in 
view  of  all  the  evidence  submitted  and  conditions  noted,  we 
believe  the  value  in  this  property  upon  which  the  investors 
may  be  reasonably  entitled  to  expect  a  return  is  $7,500. 

The  applicant  now  has  in  effect  the  following  rates : 

Per  Month 

Private  lines $2  00 

Four-party  or  more  business  service 1  50 

Two-party  residence  service 1  50 

Six-  or  more  party • 1  00 

Residence  service  outside  tlie  city 1  60 

Kerry  Logging  Company  service 5  00 

The  schedule  which  it  desires  to  put  in  effect  is  as  follows : 

Per  Month 

Business  service,  one-party $2  50 

Business  service,  two-  or  more  party '. 2  00 

Residence  service,  oue-party 2  00 

Residence  service,  two-  or  more  party 1  50 

Rnral  service ■ 1  50 

Switi-liing  city  'phones 3  W 

Per  Year 
Swik-Jiiiig  rural  'pftones ^  ** 
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The  rates  proposed  by  the  company  are  such  as  to  pro- 
duce, according  to  the  record,  a  monthly  increase  in  revenue 
of  about  $92.50,  or  $1,100  per  year,  and  if  allowed,  would 
under  the  assumed  conditions  produce,  in  addition  to  all 
reasonable  expenses,  taxes  and  depreciation,  a  very 
attractive  return  upon  the  value  heretofore  attached  to  the 
property. 

By  comparison  with  rates  for  similar  service  under  like 
conditions  in  other  communities,  the  proposed  schedule  does 
not  appear  in  general  to  be  unreasonable.  Certain  modi- 
fications are,  however,  necessary  to  make  it  conform  to 
standard  practice  and  to  eliminate  the  possibility  of  unjust 
discrimination  between  individual  subscribers  and  classes 
of  subscribers.  After  consideration  of  all  findings  herein- 
before made,  and  local  conditions  affecting  the  operations 
of  the  applicant,  the  following  schedule  of  rates  is  found 
to  be  just,  reasonable  and  not  unjustly  discriminatory ; 

Per  Month 

Bnuness  service,  individual  line $2  50 

Bnsiims  aervice,  two-party  JinB 2  00 

Bosiness  sorviw,  four-party  line 1  75 

Residence  service,  individual  line 2  00 

Residence  service,  two-party  line ^  ^ 

Residence  service,  four-party  line 1  25 

Rural  serrice,  company-owned  party  lines 1  60 

Switching  dty  anbacriberB  on  connecting  lines 1  00 

Per  Year 
Switching  ntral  snbaerihers  on  connecting  lines $5  00 

While  these  rates  will  not  yield  as  large  a  return  upon 
the  value  of  the  property  as  those  proposed  by  the  appli- 
cant, it  is  believed  that  they  are  reasonably  commensurate 
with  the  value  of  the  service  which  can  be  rendered  by  the 
applicant,  that  the  revenue  therefrom  will  provide  sufticient 
funds  to  amply  meet  all  reasonable  expense  of  operation, 
maintenance,  depreciation  and  taxes,  and  that  the  return 
available  to  the  investors  will  be  as  reasonable  as  they  may 
expect  to  obtain   from  such  a  property  in  view  of  tlie 
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responsibility  wliich  thpy  have  for  bearing  with  the  patrons 
of  the  company  a  fair  share  of  the  burdens  arising  from 
present  abnormal  war  conditions. 

After  a  full  consideration  of  the  entire  record  in  the  case, 
the  findings  hereinbefore  made  and  alt  other  pertinent  facts, 

It  is,  therefore,  ordered.  That  the  applicant  Clatskanie 
Telephone  Company,  npon  the  condition  that  it  will  give 
good  and  adequate  service  to'its  patrons  at  all  times,  and 
within  a  reasonable  period  after  the  date  hereof  submit  sat- 
isfactory showing  that  it  has  repaired  and  placed  its  lines 
and  equipment  in  such  condition  as  to  insure  continuity  of 
such  reasonable  service,  be,  and  the  same  hereby  is,  author- 
ized to  discoiitiime  its  present  rates  and  practices  insofar 
as  they  may  conflict  with  those  hereinbefore  found  to  be 
reasonable,  and  to  substitute  in  lieu  thereof  the  rates  and 
practices  so  found  to  be  just,  reasonable,  and  not  unjustly 
discriminatory. 

Such  rates  and  charges  so  substituted  shall  apply  as 
maximum  rates  and  charges  for  the  service  specified.  Noth- 
ing herein  contained  shall  be  construed  as  preventing  the 
utility,  after  proper  publication  and  filing  of  tariffs  as  pro- 
vided by  law  and  the  rules  of  the  Commission,  from  reduc- 
ing any  rate  or  charge  hereinbefore  found  to  be  just  and 
reasonable,  or  from  filing  other  rates  for  additional  classes 
of  service  not  specifically  designated,  reducing  any  rate  or 
charge  hereinbefore  found  to  be  just  and  reasonable,  pro- 
vided, however,  that  such  reduction  will  result  in  no  unjust 
discrimination  as  between  individuals  or  classes  of  service. 

And  it  is  further  ordered,  That  the  Clatskanie  Telephone 
Company  shall  set  aside  each  year  in  a  reserve  fund  the 
amount  herein  fixed  as  an  allowance  for  depreciation  or 
such  moneys  as  may  be  available  for  that  purpose  prior  to 
the  payment  of  dividends,  and  shall  expend  said  money 
only  as  provided  by  Chapter  279,  Laws  of  Oregon  for  1911, 

And  it  is  further  ordered,  That  immediately  upon  accept- 
ance of  this  order  the  applicant  shall  file  according  to  law 
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and  the  mlea  of  this  Commission  a  tariff  or  tariffs  setting 
forth  the  rates,  rules  and  regnlations,  not  conflicting  with 
those  herein  provided,  to  be  established  and  maintained  in 
connection  with  the  service  of  this  company. 

A  reasonable  date  for  this  order  to  become  effective  is 
the  first  day  of  October,  1918. 

Dated  at  Salem,  Oregon,  this  tenth  dav  of  September, 
1918. 
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The  PnbUc  Service  Commisaion. 

H.  Q.  Ajtdrews  tK   The  Beu-  Tei£phone   Company   of 

Pennsylvania. 

Complaint  Docket  No.  2064. 

Decided  October  22,  1918. 

Complaint  agiinit  IiutalUtioii  and  Hovlnf  Ohazres  DiuuliMd,  in  Vi«w 
of  Federal  Oontnd. 

Bepobt. 

This  complaint  relates  to  the  charges  made  hy  respondent 
under  its  filed  tariff  for  the  installation  and  moving  of 
telephones. 

Since  the  complaint  was  filed  an  Act  of  Congress  has  been 
passed,  as  a  war  measure,  under  which  the  operation  of  the 
respondent  company  is  now  in  the  control  of  the  Federal 
authorities. 

The  Postmaster  General  hy  General  Order  No.  1931, 
amended  by  Bulletin  No.  8,  prescribed  rates  for  such  service 
largely  in  excess  of  those  complained  against,  and  which,  if 
permitted  to  stand,  would  make  a  decision  in  the  present 
case  largely  academic. 

Without  reaching  a  conclusion  with  respect  to  the  merits 
of  the  complaint,  we  are  of  the  opinion,  in  view  of  the  order 
of  the  Postmaster  General,  that  the  question  involved  may 
well  await  the  termination  of  the  war  and  the  return  of 
pre-war  conditions.  The  complaint  should,  therefore,  be 
dismissed,  with  leave  to  renew  the  same  at  a  later  period, 
and  it  will  be  so  ordered. 

Okdeb. 
This  matter  being  before  the  Commission  upon  complaint 
and  answer  on  file,  and  having  been  duly  heard  and  sub- 
266 
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mitted  by  the  parties,  and  full  investigation  of  the  matters 
and  things  involved  having  been  had,  and  the  Commission 
having,  on  the  date  hereof,  made  and  filed  of  record  a  report 
containing  its  findings  of  fact  and  conclusions  thereon, 
which  said  report  ia  hereby  approved  and  made  a  part 
hereof ; 

Now,  to-wit.  October  22,  1918, 

It  is  ordered,  That  the  complaint  in  this  ease  be,  and  the 
same  hereby  is,  dismissed,  with  leave  to  renew  the  same  at 
a  later  period. 
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Lancaster  Light  and   Power    Company   v.   PLATXEviuji, 

Rewby  and  Ellenboro  Telephone  Company. 

Decided  September  28,  1918. 

Oost  of  Work  NeceuaiT  to  Prerent  Inductive  Intarfrawice  Betwesn 
Telephone  Idne  and  Electric  Tranamisaioit  Line  Apportioned. 

Opinion  and  Decision. 
Under  dat.e  of  April  24,'  19]  7,  an  order"  was  entered  in  the 
above-entitled  matter  requiring  the  Platteville,  Rewey  and 
Ellenboro  Telephoiie  Company  to  perform  certain  work 
necessary  to  avoid  unreasonable  interference  between  its 
lines  and  the  transmission  lines  of  the  Lancaster  Light  and 
Power  Company,  and  apportioning  the  cost  of  said  work. 
Under  date  of  September  6,  1917,  a  supplementary  ordert 
was  entered  permitting  certain  changes  in  the  work  and 
providing  that  the  apportionment  should  be  on  the  same 
basis  as  the  previous  order."  In  that  supplementary  orderf 
it  was  provided  that  upon  the  completion  of  the  work  the 
respondent  should  submit  a  statement  of  the  cost  actually 
incurred  by  it  to  the  petitioner  and  to  the  Commission,  and 
that  if  the  petitioner  should  be  unwilling  to  settle  on  the 
basis  of  this  statement  the  Commission  would  check  the 
same  and  detennine  the  amount  to  be  paid  by  the  petitioner 
totlie  respondent  for  the  work  so  performed.  The  respond- 
ent has  submitted  such  a  statement  and  the  petitioner  has 
objected  to  the  same  and  submitted  what  it  regards  as  a 
proper  charge.  It  therefore  becomes  necessary  for  the 
Commission  to  determine  the  amount  to  be  paid.  A  careful 
check  has  been  made  of  the  expenditures  in  conference  with 
the  interested  parties,  and  it  is  believed  that  the  sum  of 


■  See  Commission  Uaflet  No.  66.  p.  1636, 
t  See  Commission  Leaflet  No.  71,  p.  1245. 
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$998.90  is  an  equitable  charge  for  the  Mork  performed  by 
the  respondent  contemplated  by  the  Commission's  order. 

We  therefore  find,  and  it  is  hereby  determined,  that  the 
actual  cost  of  the  M'ork  performed  by  the  Platteville,  Rewey 
and  Ellenboro  Telephone  Company  pursuant  to  the  order 
herein  and  apportionable  to  the  Lancaster  Light  and  Power 
Company  is  $998.90,  and  the  Platteville,  Rewey  and  Ellen- 
boro Telephone  Company  is  hereby  authorized  to  bill  upon 
said  Lancaster  Light  and  Power  Company  for  the  sum  of 
$998.90. 

Dated  at  Madison,  Wisconsin,  this  twenty-eighth  day  of 
September,  1918. 


In  re  Application  of  Richland  Tblephonb  Company  for 
Authority  to  Increase  Bates. 


Decided  September  30,  1918. 

LufMM  in  SatM  ADthoriiad  —  8  Per  Cent  Fixed  u  Bate  of  Betnrn  — 

S  Par  Osnt.  on  Sinktng  Fniul  BuIb  Fixod  for  BoBeire  for  Depre- 

datioii  —  Apportionmimt  of  Vurioiu  Items  of  Gxpenae  Cos- 

nderad  —  Defldt  from   ToD    Sarriee    AsaesBed   to   Local 

Snbaciibon  under  Present  Oondltltnu. 

The  eompan;  sought  authority  to  increase  its  exchange  and  switching 
ntes  approxiniately  60  cents  per  month  on  all  classes  of  service,  the 
present  rates  ranging  from  $1.00  to  $1.75  per  month.  The  Commission's 
en^neen  found  the  reproduction  cost  of  the  property,  includii^  12  per 
cent,  for  overhead,  was  $37,369.  Operations  during  1917,  after  makii^ 
allowance  for  reserve  for  depreciation,  resulted  in  a  gross  income  of 
$446.07,  and  the  estimated  expenses  for  the  company  year,  including  8  per 
cent,  as  a  rate  of  return,- and  a  reserve  for  depreciation,  will  amount  to 
$20.52  per  telephone  and  $6.11  per  switched  subscriber. 

Held:  That  a  switching  charge  uf  $6.00  per  year,  instead  of  the  present 
rate  of  $3.00  per  year,  should  be  authorized,  and  since  the  proposed  rates 
will  yield  the  average  rate  per  subscriber  of  $20.52  required,  said  rates 
should  be  authorized  to  be  put  into  effect ; 

That  the  rate  of  return  should  be  computed  at  8  per  cent,  upon  the  cost 
of  reproduction  as  found  by  the  Commission's  engineers,  and  reserve  for 
depreciation  should  be  computed  on  the  reproduction  cost  on  a  2  per  cent. 
sinking  found  basis,  using  standard  life  tables  for  the  various  property 
dtvimcmi; 
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That  in  apportioning  the  various  items  of  expense  to  the  various  classes 

of  service,  sach  items  as  rent,  tight,  heat,  water,  etc.,  should  be  broken  up 

and  the  results  apportioned  under  different  bases.    Rent  should  be  divided 

on  the  basis  of  (a)  weighted  traffic,  as  to  the  space  occupied  by  operators, 

(b)  lines,  as  to  the  space  occupied  by  the  switchboard  and  terminal  racks, 

(c)  billing  and  direct  to  other  utilities,  as  to  the  space  occupied  by  Oie 
eommercial  departments,  and  (d)  overhead,  as  to  the  space  occupied  by 
the  general  office; 

That  light  should  be  apportioned  upon  the  same  basis  as  rent;  but  its 
distribution  should  be  modified  to  meet  the  probable  greater  use  made  by 
the  operating  department ; 

That  labor  pad  maintenance  expense  of  central  office  should  be  dis- 
tributed  upon  various  bases  because  of  the  nature  of  the  different  items  of 
detailed  expense  entering  into  their  make-fap; 

That  the  total  revenues  arising  from  toll  do  not  cover  the  cost  of  the 
service  by  $2,080.09.  Under  existing  conditions  the  deficit  arising  from 
this  service  should  be  assessed  to  exchange  subscribers,  and  the  amount 
apportioned  to  loi^  distance  and  local  toll  systems  on  the  basis  of  the 
relative  number  of  "  out "  tickets  to  long  distance  and  local  toll  stations. 
The  local  toll  portion  should  be  distributed  to  local  and  switched  service 
on  the  basis  of  the  total  originating  and  terminating  toll  calls,  and  the 
long  distance  portion  on  the  basis  of  the  "  out "  long  distance  Uckete. 

Opinion  and  Decision. 

The  petition  of  the  Richland  Telephone  Company  seeking 
authority  to  increase  its  exchange  and  switching  rates  was 
filed  with  the  Commission  April  12,  1918. 

It  is  set  forth  in  the  application  that  the  company  is  duly 
organized  as  a  corporation  and  is  doing  business  under  the 
laws  o^  the  State;  that  it  is  a  public  utility  with  its  place  of 
business  at  Richland  Center,  Wisconsin. 

The  lawful  rates  of  the  applicant  as  now  charged  are  as 
follows : 

Magneto  Service:  Per  Mouth 

Business  telephones,  one-party $1  76 

Business  telephones,  two-party 1  50 

Residence  telephones,  one-party 1  25 

Residence  telephones,  two-  and  three-party 1  10 

Residence  telephones,  suburban,  four-party I  10 

Residence  telephones,  extension 50 

Residence  telephones,  talking  sets 25 

Extension  bells  15 

Rural  ^lephones  on  applicant's  lines 1  00 

Rural  telephones  on  lines  switched  by  applicant 25 
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Common  Battery  Service:  Per  Month 

Bo^ess  telephones,  one-party $2  00 

Burineaa  telephones,  two-party 1  76 

Biuineea  telephones,  extension 60 

Kesideaee  telephones,  one-party 1  76 

Beeidenee  telephones,  two-party 1  26 

Beadence  telephones,  desk  sets,  additional  chai^ 10 

The  above  rates  are  net,  and  subscribers  are  billed  at  25 
cents  per  month  additional.  This  amount  is  discoimted 
from  the  bill  if  paid  before  the  fifteenth  of  the  month  in 
which  service  is  given. 

The  applicant  alleges  that  the  revenues  arising  froin  the 
present  schedule  are  inadequate  to  cover  the  operating 
expenses,  and  to  provide  a  reasonable  return  on  the  capital 
invested.  Permission  is  therefore  asked  for  authority  to 
increase  the  rates  now  charged  and  to  place  the  following 
schedule  in  effect : 

Magneto  Service:  Per  Month 

Bn^neas  telephones,    one-party $2  26 

Bnuncfls  telephones,  two-party 2  00 

Bnainess  telephones,  extension 60 

Residence  telephones,   one-party 1  50 

Residence  telephones,  two-party .  1  25 

Residence  telephones,  snbnrban,  four-party. 1  26 

Common  Batlery  Service:  Per  Month 

Business  telephones,   one-party $2  50 

Business  telephones,  'two-party ; 2  26 

Bnaness  telephones,  eztenmon 60 

Remdence  telephones,  one-party 1  75 

Residence  telephones,  two-party 1  50 

Residence  telephones,  desk  sets,  additional  charge 25 

Roral  telephones  switched  by  applicant 50 

Extension  telephones,  complete  wall  sets 60 

Extension  telephones,  talking  sets 26 

Extension  bells   15 

The  above  rates  are  net.  Subscribers  are  to  be  billed 
at  25  cents  per  month  additional,  which  will  be  discounted 
for  prompt  payment. 

A  hearing  in  the  application  was  held  August  9, 1918,  at 
Madison,   Wisconsin,   at  which   time   Levi  P. ,  Bancroft 
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appeared  for  the  petitioner.    There  were  no  appearances 
in  opposition. 

The  Richland  Telephone  Company  operates  an  excliange 
in  the  city  of  Richland  Center  furnishing  exchange  service 
to  its  own  subscribers,  practically  all  of  whom  are  within 
the  corporate  limits,  and  to  the  subscribers  of  several 
switched  companies.  The  compilation  foUowing  shows  the 
distribution  of  the  various  subscribers  and  companies 
served  by  the  Richland  exchange. 


Business : 
Magaeto 

One-party  

Two-party    , , . , 
Common  Batteiy 

One-party 

Two-party    .... 


TABLE    I. 

SUB3CRIBER    DaTA. 


Number  of    Per  Cent,  of 
Subscribers  Total 


Miscellaneous  company  'phones 

Residence  : 
Magneto 

One-party 

Multi-party    

Common  Battery 

One-party   

Multi-party    

TOTAL  RESIDENCE    

Switched: 

Badger  Telephone  Company 

Home  Telephone   Corapahy 

Hoosier  Telephone  Company 

Basswood  and  Eagle  Telephone  Company. . 
Ithaca  Telephone  Company 

TOTAL    SWITCHED    

TOTAL   ALL   TELErHONES- 
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Further  physical  data  pertaining  to  the  applicant's 
plant  is  set  forth  in  Table  II.  This  tabulation  shows  the 
number  of  lines  assigned  at  the  Richland  exchange  switch- 
board and  their  percentage  distribution  to  the  different 
classes  of  service. 


TABLE    II. 

TM: 

Line  Data. 

Tolai  Number 

OfLiMg 

Per  Cent,  of 
Total  Linei 

Bell  toll    . 

59 

Local  bA\    

12 

2.36 

Hs^eto    

Common  battery  . 


TOTAL  BUSINESS    IDO  19.68 

Mieeellaneoug  company  lines 7  1.38 

Betidence: 

Magneto    252     

Common  battery  81     


Switched  Lines: 

Badger  Telepbone  Company 

Home  Telephone  Company 

Hoosier  Telephone  Company 

Baoswood  and  Eagle  Telephone  Company.. 
Ithaca  Telephone  Company 


TOTAI.   BWITCHED    . 


TOTAL  ALL  LINES .  . 


Property.  , 

The  cost  of  reproduction  of  the  applicant's  property  has 

been  estimated  by  the  Commission's  engineers,  and  the 

property  division  totals  and  their  distribution  to  local, 

switched  and  toll  services  appear  in  Table  III. 
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TABLE   III. 

Com  Repboductuui. 


pToperlu  Item 

Total 

Local 

Smtduxi 

Tea 

S4,222 
096 
5,443 
£,046 
6,577 
8,416 
1,G08 

12,675 
558 
4,518 
4,642 
6,577 
6,606 
1,251 

SI, 309 
348 
762 
353 

845 

178 

90 

S32,208 
3.S65 

126,728 
3,208 

W.TOS 

455 

TOTAL 

SSa.OTS 
1,206 

S20,934 
1,076 

14,250 
153 

11,880 

M 

S37.36D 

ssi.oog 

»4,403 

SI  ,957 

_  *  12  per  oent.  to  cover  •upermtendeiioe,  oontrngeRciM,  intersst  during  eonstmo- 

Intebbst  and  Depreciation. 
For  the  purpose  of  the  case  at  hand,  interest  has  been 
computed  at  8  per  cent,  upon  the  cost  of  reproduction,  as 
fitated  above,  and  depreciation  of  the  reproduction  cost 
on  a  2  per  cent.,  sinking  fund  basis,  using  standard  life 
tables  for  the  various  property  divisions.  Totals  for  these 
items  are  included  in  Table  X. 

Income  Account. 

Table  IV.  shows  the  total  revenues  and  expenses  of  the 
applicant  as  reported  to  the  Commission  in  the  annual 
reports  for  years  1913  to  1917.  inclusive: 


DigilizcdbyGOOglc 


C.  L.  ftj] 


APPiaCATlGH  op 


Sf 


1=^ 


^= 


^* 


SBS 
IIS 


ill 


iill 


If 


lasi 


RwHLAHD  Telephone  Go.         275 

S-"      - 


SIS  I 

^■"-feS 


8-"      ~ 


s-     - 


ilili 


!SS  :  :SSSa 


IliJii  : 
niiPt  I 


fl 
Bill 


DiBilizcdbjGOOglc 


Wisco]7siK  Railroad  Commissioht. 


[ffii 


^1 


Is 

s 

i 

s       se 
s 

s 

i 

is 

s       as 
s" 

3 
g 

a 

1 

l"s 

a 

3         SS 
s        " 

s 
s 
r 

p 

8S 

a 

8         « 

!-         ' 

1 

5 

h 

i  i 

i 

DiBilizcdbjGOOglc 


Application  of  Richland  Telephone  Co.         277 
.  L.  84] 

The  operating  expenses  actually  used  in  the  following 
computations  for  determining  the  necessary  revenues  for 
the  vari6us  classes  of  service  were  prorated  for  a  year  on 
the  basis  of  the  expense  for  the  first  seven  months  of  the 
year  1918.  Inasmuch  as  the  expenses  so  estimated  are 
approximately  23  per  cent,  in  excess  of  those  for  the  year 
1917,  no  estimates  have  been  made  for  increases  in  labor 
and  materials,  as  we  believe  this  estimate  is  araple  to  cover 
such  necessary  increases.  The  detail  of  the  estimated 
yearly  expense  as  used  in  the  following  computations  is 
set  forth  in  the  table  on  the  following  page : 
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V 

TABLE    V.  Yearly  EitimaU 

Detau.  of   Operatinq   Expenses.        Bas»dUpt»i7 

Months  Ending 

I.  Central  Office:  July 31, 1917 

Operators'  wages  — local  . .'. $2,084  71 

C^erators'  wages  — toll 1,435  27 

B«it 420  00 

lig^t    60  72 

Heat    148  08 

Water , 25  48 

Janitor    137  16 

Battery  and  other  energy 67  08 

Labor   and    material  —  maintenance  —  awitehboard 

and  accesBoiies 423  60 

Baildings,  fixtures  and  utility  equipment 113  16 

Other  traffic  expense 289  07 

TOTAL    CENTRAL    OFFICE $6,204  33 

II.  Wire  Plant: 

Labor $414  36 

Material    22  80 

TOTAL   WIRE   PI.AlfT $437  IS 

III.  Substation; 

Batteries   $72  12 

Materials    54  84 

Labor    586  99 

TOTAL  aUBSTATION    $713  96 

IV.  Commercial   $880  80 

V.  General: 

General  office  salaries $1,078  72 

Other  expense 390  24 

Material    442  80 

TOTAL  $1,911  76 

VT.  Undistributed    $367  44 

TOTAL  OPEBATINO  EXPENSE  EXCLUSIVE  OF  INTEBE8T, 

DEPRECIATION  AND  TAXES $9,516  44 
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The  additional  data  necessary  for  the  proper  dietribution 
of  operating  and  fixed  expenses  consist  of  a  traffic  study  on 
the  exchange  and  toll  boards. 

The  summary  of  such  a  study  on  the  exchange  board  is 
set  forth  in  Table  VI.  The  results  therein  show  the  per- 
centage of  message  line  units  to  the  different  classes  and 
also  the  percentages  based  upon  weighted  traffic.  We  do 
not  believe  it  necessary  to  enter  into  a  detailed  explanation 
of  this  stndy,  as  former  decisions  of  this  Commission  con- 
tain ample  information  on  the  method  of  procedure. 
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Tabi;es  VII.  and  VIII.  show  a  summary  traffic  on  the  toll 
board  for  "  in  "  ticket  traffic  and  "  out  "  ticket  traffic, 
respectively.  Computations  have  been  made  and  the  results 
entered  at  the  end  of  the  table  to  show  the  calls  per  ticket. 
It  is  to  be  noted  that  the  calls  per  ticket  are  detei'niined  on 
the  total  of  the  originating  and  terminating  calls  and  not 
on  the  sum  of  the  originating  calls. 
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It  may  be  interesting  to  note  the  connection  with  the  toll 
'  board  operation  that  there  were  311  originating  calls  on 
the  "  in  "  tidcets  and  412  on  the  '"  out  "  tickets,  making  a 
total  of  723  originating  calls  handled  by  the  toll  operators. 
The  tottd  operator  hours  involved  approximate  18.5.  From 
this  we  determine  an  average  of  39.1  originating  calls  per 
operator  hour. 

,     DiSTEIBITTIOK    OF    EXPENSES. 

The  various  expense  items  as  set  forth  in  Table  V.  appear 
again  in  the  first  column  of  Table  IX.  The  remainder  of 
the  Table  sets  forth  the  bases  of  apportionment  and  the 
amount  of  each  item  that  is  to  be  distributed  to  the  various 
classes  of  service  under  any  particular  basis.  The  bases 
upon  which  certain  itoms  as  operators'  salaries  and  com- 
mercial expense  are  to  be  distributed  is  self-evident.  On 
the  other  hand,  items  such  as  rent,  light,  heat,  water,  eto., 
have  been  broken  up  and  the  results  apportioned  under 
different  bases.    Bent,  for  example,  is  divided  on, 

(a)  Weighted  traffic,  on  the  basis  of  the  space  occnpied  by  operators, 
|b)  IJnes,  on  th«  space  occnpied  by  the  switchboard  and  terminal  racks, 
<c)  Billing  and  direct  to  other  utilities,  on  the  space  occupied  by  the 

commercial  departments,  and 
(d)  Overiiead,  on  the  apace  occnpied  by  the  general  office. 

Similar  reasoning  has  been  followed  in  distributing  the 
other  items  of  expense  incident  to  central  office.  In  all  cases 
due  consideration  has  been  given  to  the  local  conditions 
affecting  the  situation  and  adjustments  made  to  meet  tliese 
conditions.  For  instance,  light  is  apportioned  upon  the 
same  basis  as  rent,  but  its  distribution  is  modified  to  meet 
the  probable  greater  use  made  by  the  operating  department. 
Labor  and  maintenance  expense  of  central  office  is  dis- 
tributed upon  various  bases  because  of  the  nature  of  the 
different  items  of  detailed  expense  entering  into  their  make 
up.  All  other  items  are  apportioned  in  their  entirety  under 
the  basis  seeming  mo.st  reasonable. 
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The  summation  of  expenses  as  set  forth  in  Table  IX. 
after  their  apportionment  to  the  three  classes  of  service 
appears  in  Tabis  X. 

TABLE  X. 
SoifiuBT  or  ArrovnoiraD  EzmraBS. 


ClumofServioe 

ToP»7 

ApportionmHit  Bum 

Lm«1 

SwltehMl 

ToU 

and  Other 

UtOitlM 

Totd 

S291  42 
1,266  02 
330  06 
32148 
157  25 
491  90 
713  95 

S115  49 
1,040  38 
85  68 
39  07 
133  0^ 
10  00 

«23  36 
154  40 
21  42 
11  06 

Weighted  traffic 

SubMfibcr 

401  89 
1,471  78 

Direct 

«132  73 

«3,5SG08 

4886 

1,182  02 

11,424  54 
10.  S^ 
472  23 

12,173  go 

29.80 
720  91 

$132  73 
1  82 
44  03 

$7,206  25 

rt„«t^A 

TOTAL 

»4,747  10 

846 

2,287  20 

2,481  10 

$1,806  77 

392 

804  17 

362  22 

12,894  81 

2  76 

140  76 

166  68 

176  76 

Fwtolqilioiw 

n£^ 

TOTAI, 

S»,6t5  40 

16  90 

1,167  66 

692  37 

12,653  16 

628 

294  29 

36  87 

13,192  25 

$176  76 

1,461  8S 

Long   dirtuioe   toU   defid^ 

TOTAL 

111.265  33 

11,664  16 

20  52 

12,883  32 

2,957  24 

6  11 

13,192  25 
3,274  11 

$176  76 
181  30 

The  totals  apportionable  to  local,  switched  and  toll  axe 
$9,515.40,  $2,553.16  and  $3,192.25  respectively;  or  on  an 
average  cost  per  telephone  the  expense  is  $16.90  to  local 
and  $5.28  to  switched. 

The  total  revenues  arising  from  toll,  however,  do  not 
cover  the  cost  of  the  service  by  $2,080.00.  Under  existing 
conditions  we  deem  it  reasonable  that  the  deficit  arising 
from  this  service  should  be  assessed  to  exchange  sub- 
scribers. This  amount,  ($2,080.09)  has  been  first  appor- 
tioned to  long  distance  and  local  toll  systems  on  the  basis 
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of  the  relative  number  of  *'  out  "  tickets  to  long  distance 
and  local  toll  stations.  The  local  toll  portion  is  then  dis- 
tributed to  local  and  switched  service  on  the  basis  of  the 
total  originating  and  terminating  toll  calls,  and  the  long 
distance  portion  on  the  basis  of  the ."  out  "  long  dietaaoe 
tickets.  From  the  summation  of  these  results  and  those 
previously  determined,  we  arrive  at  an  average  local  rate 
of  $20.52  per  telephone  and  a  switching  rate  of  $6.11  per 
telephone. 

It  would  appear  from  the  above  computations  that  a 
switching  charge  of  approximately  $6.00  should  be  author- 
ized, and  snch  rates  to  local  exchange  service  as  will  yield 
the  above  average  rate  per  subscriber. 

The  rates  for  the  various  classes  of  service  as  proposed 
by  the  applicant  have  been  applied  to  the  corresponding 
ntunber  of  subscribers  in  the  respective  classes  as  shown 
in  the  following  table,  and  the  total  annual  revenues  are 
thus  estimated: 

NatMottthly  Yearly 

Bwineaa:                                                                       v      Bate  Seveutu 
Magneto 

One-party 48  z  $2  26  $1,296 

Two-party 58  x    2  00  1^92 

'  Coi|unon  battery 

One-party 16  x    2  50  480 

Two-party 18  x    2  25  486 

Eeiidenct: 
Ha^eto 

One-party 219  x    1  60  3,942 

Two-party '..      69  x    125  1,035 

Common  battery 

One-par^ , 6  x     1  75  105 

Malti-party 128  x    1  50  2,304 

$11,040 

As  these  rates  yield  approximately  the  required  revenues 
as  set  forth  in  Table  X.  they  will  be  authorized. 
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The  Commission  reserves  the  right,  however,  to  make 
adjustments  in  both  the  local  exchange  rates  and  the  switch- 
ing rate,  at  any  time  when  tlie  company  may  obtain  a  more 
favorable  return  on  its  toll  business. 

It  is,  therefore,  ordered,  That  the  applicant,  the  Biebland 
Telephone  Company,  be,  and  the  same  hereby  is,  author- 
ized to  discontinue  its  present  schedule  of  rates  and  to  sub- 
stitute therefor  the  following  charges  as  set  forth  in  the 
body  of  this  decision,  subject  to  the  terms  set  forth  above : 

Net 
Magneto  lereiee :  Per  Mimfk 

Business  telephones,  one-part; |fi  25 

Business  telephones,  two-parfy 2  00 

Bnsiness  telephones,  exten^n 50 

Residence  telephones,  one-party 1  50 

Residence  telephones,  two-party 1  25 

Residence  telephones,  suburban,  fonr-party 1  25 

Residence  telephones,  additional  for  desk  sets 15 

Common  battery  service: 

Bnsiness  telephones,  oDe-party 2  50 

Business  telephones,  two-party • 2  25 

Bnsiness  telephones,  extension 00 

Residence  telephones,  one-party 1 .75 

Residence  telephones,  two-party 1  60 

Residence  telephones,  additional  for  desk  sets 15 

Rural  telephones,  switching  service 50 

Extension  sets,  complete  wall  sets 60 

Extension  bells 15 

All  local  subscribers  will  be  billed  at  25  cents  per  main 
station  additional  per  month,  and  tiie  same  will  be  dis- 
counted if  the  bill  is  paid  on  or  before  the  fifteenth  day  of 
the  month  in  which  service  is  given. 

Charges  for  switching  service  are  due  quarterly  in 
advance  and  shall  be  paid  to  the  Richland  company  at  its 
office  by  a  duly  authorized  officer  of  the  switching  company 
on  or  before  the  end  of  the  first  month  of  the  quarter.  Fail- 
ure to  pay  on  or  before  this  date  entitles  the  collecting 
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company  to  charge  a  penalty  of  5  per  cent,  of  the  total 
amount  of  the  bill. 

Bates  herein  authorized  shall  be  effective  on  and  after 
October  1, 1918. 

Dated  this  thirtieth  day  of  September,  1918,  at  Madison, 
Wisconsin. 


In  re  Application  of  Murray  Farmers  Telephone  Com- 
pany FOB  Authority  to  Increase  Bates. 

U-945. 

Decided  October  S,  1918. 

Increue  ia  HnlU-paitr  and  SinglB  Line  Bnnl  Bates  Antlioriied — Ifi 

Par  Gent.  Allmrad  for  Bosem  tar  Depredation  and 

Bate  of  Betorn. 

Opinion  and  Becision. 

Application  in  this  matter  was  made  on  July  18,  1916. 
The  application  sets  forth  that  the  present  rate  of  the  appli- 
cant is  $12.00  per  year  for  rural  service  and  that  this  rate 
is  insufficient  to  pay  operating  expenses,  maintenance,  inter- 
est upon  the  capital  invested  and  to  create  a  depreciation 
reserve ;  and  further,  that  the  Chippewa  Valley  Telephone 
Company  has  been  performing  switching  service  for  appli- 
cant at  Bruce  at  15  cents  per  subscriber,  per  month,  and  has 
notified  applicant  that  this  rate  will  have  to  be  increased 
shortly  to  25  cents  per  month,  per  subscriber. 

It  is  also  stated  that  another  circuit  will  be  added  to  the 
equipment  in  the  near  future  by  which  the  number  of  sub- 
scribers on  each  line  will  be  reduced  to  conform  to  the  Com- 
mission's standard  of  service.  The  rate  applied  for  is  $1.25 
per  month. 

Hearing  in  'the  matter  was  held  at  the  office  of  the  Com- 
mission at  Madison,  Wisconsin;  on  August  15, 1918.  Sever 
Serley  appeared  for  the  applicant;  there  were  no  appear- 
ances in  opposition. 

The  testimony  shows  that  the  applicant  operates  a  tele- 
phone system  serving  87  rural  subscribers  near  the  village 
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of  Brace.  As  stated  above,  switching  service  is  secured 
from  the  Bruce  exchange  of  the  Chippewa  Valley  Telephone 
Company.  At  the  date  of  the  hearing  the  36  subscribers 
were  served  upon  5  lines,  and  in  addition  there  was  one 
single  party  line.  Of  the  6  lines,  all  are  grounded  except 
one,  this  being  a  full  metallic  line  with  29  subscribers  con- 
nected. There  is  one  other  heavily  loaded  line  having  20 
subscribers.  It  was  a  matter  of  testimony  at  the  hearing 
that  botii  of  these  heavily  loaded  lines  were  to  be  divided 
this  summer,  so  that  in  the  aggregate  the  number  of  sub- 
scribers per  line  for  the  system  was  to  be  made  to  conform 
to  the  Commission's  standard  of  service. 

The  applicant  submitted  at  the  hearing  a  statement  of 
receipts  and  disbursements  for  the  year  ended  August  1, 
1918,  showing  construction  expenditures  separate  from 
operation  and  maintenance  expense.  However,  receipts 
from  subscribers  are  §hown  rather  than  subscribers,  tele- 
phone earnings  and  in  some  respects  the  items  included  in 
the  income  account  are  not  properly  chargeable  as  expenses. 
The  following  is  the  statement  revised : 

Table  1, 
Operating  Revettttes: 

Snbseriber  telephone  earnings $1,050  00 

Commission  on  tolls 30  80 

TOTAL  XARHINOS  (OPERATING) $1,080  80 

Operating  Expenses: 

Switching  service  at  Bruce 148  88 

Batteries,  wire  and  miscellaneona  materials  (inclnding  freight).  96  78 

Ijabor  and  livery 340  13 

Salaries  of  officers 50  00 

Taxes '. 26  72 

TOTAL  OF  ABOVE  ITEMS $665  61 

GBOfiS  INCOME  BEFORE  PROVISION  FOR  DEPRECIATION $415  29 

In  addition  to  the  disbursements  represented  by  the 
above  operating  expenses  the  applicant  spent  $374  on  new 


DigilizcdbyCOOglc 


Application  of  Murray  Farmers  Tel-  Co.         291 
C.  L.  84] 

construction  and  replacements,  most  of  which  was  spent 
for  wire  used  in  redncing  the  overloaded  condition  of  the 
lines  and  in  telephones  to  replace  obsolete  and  worn  out 
equipment. 

The  proposed  rate  increase  of  $3.00  per  telephone,  per 
year  would  net  the  applicant  upon  the  basis  of  the  present 
number  of  subscribers,  $261  per  year.  Adding  this  to  the 
$415.^  of  gross  income  (exclusive  of  depreciation  allow- 
ance) in  Table  I.  would  give  $676.29  available  for  interest 
and  depreciation  and  whatever  increases  in  expenses  occur 
in  the  coming  year.  Should  the  Commission  find  upon 
formal  investigation  that  the  Chippewa  Valley  Telephone 
Company  is  justified  in  increasing  the  applicant's  switching 
rate  from  15  cents  to  25  cents  per  month,  per  subscriber,  the 
expenses  of  the  applicant  would  be  increased  approximately 
$144  per  year,  which  in  turn  would  decrease  the  gross 
income  to  $532.29.  This  would  provide  for  interest  and 
depreciation  at  15  per  cent,  upon  an  investment  of  approxi- 
mately $3,550.  Our  judgment  is  that  $3,550  will  be  a  very 
conservative  estimate  of  the  cost  of  reproduction  of  the 
applicant's  property  when  the  reduction  of  the  number  of 
telephones  per  line,  in  accordance  with  the  applicant's  pres- 
ent plans,  has  been  completed.  Under  the  circumstances  we 
believe  that  the  rates  applied  for  should  be  granted  at  such 
time,  as  all  lines  have  been  reduced  to  15  or  less  subscribers 
per  line. 

It  has  been  pointed  out  above  that  the  applicant  has  one 
single  party  line.  This  line  is  a  grounded  line  extending 
6  miles  from  Bruce  to  Larson  Brother.s'  ranch.  It  appears 
that  Larson  Brothers  originally  paid  $86.80  for  the  wire 
and  labor  of  installing  same,  and  sinee  have  paid  $26.60 
per  year,  of  which  $12.60  per  year  is  paid  to  the  Bruce 
exchange  for  switching  service. 

We-  believe  that  this  rate  is  far  l>elow  the  cost  of  the 
service  rendered  by  the  applicant  If  we  exclude  the  cost 
of  batteries  and  switching  service  from  the  income  account 
(Table  I.)  and  include  intorest  and  depreciation  of  wire 
plant  and   pole  leads  at  $39<),  we  arrive  at  $800  as  the 
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approxiniate  total  cost  of  operation  (incladiDg  fixed 
charges)  of  the  applicant's  pole  and  wire  plant.  It  appears 
that  the  applicant  maintains  about  74  miles  of  wire  so  that 
the  cost  per  wire  mile  is  approximately  $10.80.  This  Com- 
mission has  made  similar  comparisons  of  cost  for  other  util- 
ities, basing  the  costs  upon  valuations  made  by  the 
Commission 's  staff  and  upon  accurate  aeconnting  data,  with 
the  result  that  the  cost  of  maintenance  and  operation  of 
wire  plant  including  interest  and  depreciation  thereon  was 
found  to  be  between  $9.00  and  $10.00  per  wire  mile  for 
grounded  service.  Were  a  charge  of  $10.00  per  -vire  mile 
in  effect  for  the  subscriber  in  question  in  this  case,  his  bill 
would  be  approximately  $60.00  per  year,  plus  a  switching  ■ 
charge  of  $12.60  per  year,  or  $72.60. 

It  appears  evident  that  the  rate  being  paid  by  the  one- 
party  subscriber,  even  taking  into  consideration  the  fact 
that  the  wire  and  the  labor  thereon  was  paid  for  by  him, 
is  much  too  low  and  is  discriminator^'.  The  total  amount 
paid  by  this  subscriber  during  the  first  two  years  in  which 
single  party  service  was  rendered  to  bim  was  as  follows : 

Cost  of  wire  and  labor $86  80 

Two  years'  rental  at  $25.60 51  20 

TOTAI. $138  00 

The  total  falls  short  of  paying  the  cost  of  the  service 
(2  s  $72.60  equals  $145.20)  by  about  $7.00.  Since  this  serv- 
ice has  been  installed  more  than  two  years  at  the  present 
time,  no  injustice  will  be  done  the  subscriber  if  the  rate  is 
placed  at  cost  at  this  time,  no  consideration  being  given 
to  the  fact  that  originally  he  furnished  the  wire  to  make  the 
extensions. 

/(  i.s,  therefore,  ordered,  That  the  applicant,  the  Murray 
Farmers  Telephone  Company,  be,  and  the  same  hereby  is, 
authorized  to  suspend  the  rate  for  rural  service  now  in 
effect  and  substitute  therefor  the  following: 

Rural  sprvii-p,  multi-party  line,  $15.00  per  year. 

Rural  service,  single  party  line,  $12.60  per  year  plus  $10.00  per  mile,  or 
fraction  thereof,  outside  of  the  village  limits  of  the  village  of  Bruce. 
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The  above  schedule  shall  become  effective  at  such  time  as 
the  applicant  shall  have  notified  the  Commission  that  the 
number  of  snbscribers  on  its  lines  has  been  reduced  to  15 
or  less  for  each  line. 

Dated  this  ninth  day  of  October,  1918,  at  Madison, 
Wisconsin. 


Western  Crawford  County  Farmers  Mutual  Telephone 
Company  v.  Union  Telephone  Company. 


Dtcided  October  9,  1918. 

T(dl  B&tM  EstaUished  —  Appoitioniiiait  of  Toll  EorniiiCB  H»dB. 

Complainant  owns  and  operates  a  telephone  system  having  exchanges 
located  at  Bridgeport,  Wonzeka  and  Eastman,  all  within  a  16-mile  radius 
of  the  city  of  Prairie  da  Chien,  where  respondent  owns  a  telephone 
exchange.  Commnnieatioti  between  the  Prairie  dn  Chien  exchange  and  the 
Bridgeport  exchange  is  over  a  toll  line  owned  fay  Union  Telephone  Com- 
pany, while  eommnnication  between  the  Prairie  da  Chien  exchai^e  and  the 
Eastman  and  Waozeka  exchanges  is  over  a  toll  line  owned  by  Western 
Crawford  Connty  company.  The  rates  now  in  effect  are  those  established 
b;  the  Commission  in  1913  as  the  result  of  a  refasal  by  the  Union  com- 
pany to  perform  the  exchange  service  withont  some  compensation,  and  the 
refusal  by  the  Western  Crawford  company  to  agree  to  make  a  charge  - 
for  interexcbange  service;  soch  rates  cover  the  expenses  actually  incurred 
by  the  Union  company  in  furnishing  such  interexcbange  service.  Com- 
plainant alleged  that  the  present  arrangement  6t  toll  charges  is  unfair 
and  inequitable,  inasmTx^  as  tbe  Union  company  receives  the  total  toll 
charges  now  being  collected,  while  complainant  is  obliged  to  maintain'its 
toll  line  and  equipment  without  compensation. 

Held:  That,  as  tbe  Commission  does  not  favor  free  interexcbange  service, 
since  it  has  >b<Mn  fonnd  in  general  not  to  give  satisfaction,  a  charge  of 
10  cents  should  be  aathorized  for  all  messages  over  toll  lines,  of  which 
smoont  the  originating  exchange  shall  retain  3  cents  to  pay  switching 
costs,  and  the  remaining  7  cents  shall  be  divided  between  the  companies 
owning  the  toll  lines  over  which  the  message  is  sent,  in  proportion  to  the 
mileage  haul,  as  remuneration  tor  line  costs  incurred. 

Opinion  ano  Decision. 
The  Western  Crawford  County  Farmers  Mutual  Tele- 
phone Company  owns  and  operates  a  telephone  system 
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having,  among  others,  exchanges  located  at  Bridgeport, 
Wauzeka,  and  Eastman,  all  in  Crawford  County,  Wiscon- 
sin, and  within  a  15-nil!e  radius  of  the  city  of  Prairie  du 
Chien,  Wisconsin.  The  Union  Telephone  Company  owns 
and  operates  a  telephone  exchange  at  Prairie  da  Chien. 
Telephone  communication  between  the  Prairie  du  Chien 
exchange  and  the  Bridgeport  exchange  is  at  present  obtain- 
able over  a  clear  grounded  toll  line  owned  by  the  Union 
Telephone  Company  which  foi-  convenience  may  be  desig- 
nated as  the  Prairie  du  Chien-Bridgeport  line.  Telephonic 
communication  between  the  Prairie  du  Chien  exchange  and 
the  Eastman  and  Wauzeka  exchanges  is  obtainable  over  a 
clear  grounded  toll  line  owned  by  the  Western  Crawford 
County  Farmers  Mutual  Telephone  Company.  This  line 
may  be  referred  to  as  the  Prairie  du  Chien-Eastman- 
Wauzeka  line.  The  rates  in  effect  for  service  on  tliese  toll 
lines  were  established  by  the  Commission  June  16,  1913,* 
in  a  case  wherein  the  controversy  arose  as  a  result  of  a 
refusal  on  the  part  of  the  Union  Telephone  Company  to 
longer  perform  interexchange  service  without  some  com- 
pensation and  a  refusal  on  the  part  of  the  Western  Craw- 
ford County  Farmers  Mutual  Telephone  Company  to  agree 
to  make  a  charge  for  interexchange  service.  The  Commis- 
sion held  in  that  case  that 

"As  long  as  the  Bniount  received  by  the  Union  Telephone  Company  for 
service  rendered  is  only  a  reasonable  amount  to  cover  the  expenses  actually 
incurred  by  that  company  in  furnishing  the  service,  the  Western  Crawford 
County  Farmers  Mutual  Telephone  Company  has  no  just  ground  for  com- 
plaint with  regard  to  that  charge." 

and  thereupon  ordered,  among  other  things,  that  the  Union 
Telephone  Company  should  charge  3  cents  per  message  to 
cover  the  costs  of  its  services  for  all  messages  originating 
or  terminating  at  its  exchange  routed  over  the  line 
hereinbefore  designated  as  the  Prairie  du  Chien-Eastman- . 
Wauzeka  line,  and  5  cents  per  mes.sag(!  for  all  messages 
originating  or  terminating  at  its  exchange   routed  over 


1  Lcnilet  No.  20,  p.  417. 
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the  line  hereinbefore  designated  as  the  Prairie  du  Chien- 
Bridgeport  line. 

In  a  petition  filed  with  the  Commission  January  15, 1918, 
the  Western  Crawford  County  Farmers  Mutual  Telephone 
Company  alleges  that  the  present  arrangement  of  toll 
charges  is  nnfair  and  inequitable,  inasmuch  as  the  Union 
Telephone  Company  receives  the  total  toll  charges  now 
being  collected  and  the  Western  Crawford  County  Farmers 
Mutual  Telephone  Company  is  obliged  to  maintain  its  toll 
line  and  equipment  without  any  compensation.  The  Com- 
mission is  requested  to  establish  fair  and  reasonable  toll 
rates  and  to  provide  the  basis  upon  which  the  toll  earnings 
shall  he  divided  between  the  Union  Telephone  Company  and 
the  Western  Crawford  County  Farmers  Mutual  Telephone 
Company. 

Hearing  in  this  matter  was  held  February  14,  1918,  at 
Madison,  Wisconsin.  Appearances  were  C.  L.  Lathrop  and 
T.  F.  Polodna  on  behalf  of  the  Western  Crawford  County 
Farmers  Mutual  Telephone  Company,  and  J.  A.  Murray 
on  behalf  of  the  Union  Telephone  Company. 

Apparently  the  Western  Crawford  County  Farmers 
Mutual  Telephone  Company  has  since  the  establishment  of 
the  present  toll  rates,  June  16, 1913,  changed  its  views  with 
reference  to  the  desirability  of  rendering  free  inter- 
exchange  service  particularly  with  the  Prairie  du  Chien 
exchange.  This  changed  view  should,  the  Commission 
believes,  receive  favorable  consideration,  for  free  inter- 
exchange  service  has  not  in  general  been  found  to  give 
satisfaction. 

The  Commission  believes  that  reasonable  rates  on 
messages  routed  over  the  toll  lines  previously  referred  to 
will  be  10  cents  per  message.  These  rates  should  apply  on 
all  messages  between  Prairie  du  Chien  and  Bridgeport; 
Prairie  du  Chien  and  Eastman;  Prairie  du  Chien  and 
Wauzeka ;  Wauzeka  and  Eastman. 

As  to  a  proper  method  of  apportioning  the  toll  earnings 
which  would  result  from  placing  in  effect  the  above  rates, 
tlie   Commission  believes   that   the   originating   exchange 
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should  retain  3  cents  of  each  outgoing  message  to  pay 
switching  costs,  and  that  the  remaining  7  cents  should  be 
divided  between  the  companies  owning  the  toll  lines  over 
which  the  message  is  sent,  in  pToportion  to  the  mileage  haul, 
as  remuneration  for  line  costs  incurred. 

With  the  suggested  rates  in  effect  under  the  present  con- 
ditions of  ownership,  the  Union  Telephone  Company  would 
receive  from  all  messages  using  the  Prairie  du  Chien- 
Bridgeport  line  10  cents,  and  7  cents  respectively  on  calls 
originating  and  terminating  at  Prairie  du  Chien.  From 
all  messages  using  the  Prairie  du  Chien-Eastman-Wauzeka 
line  it  wotild  receive  3  cents  on  calls  originating  at  Prairie 
du  Chien.  Similarly  the  Western  Crawford  County  Farmers 
Mutual  Telephone  Company  would  receive  from  all  mes- 
sages using  the  Prairie  du  Chien-Bridgeport  line  3  cents 
on  calls  terminating  at  Prairie  du  Chien  with  the  exception 
of  the  3  cents  on  calls  originating  at  Prairie  du  Chien  it 
would  receive  practically  all  revenues  which  would  result 
from  the  toll  rates  between  Prairie  du  Chien  and  Eastman, 
Prairie  du  Chien  and  Wauzeka,  and  Eastman  and  Wauzeka. 

The  toll  charge  of  10  cents  between  Eastman  and  Bridge- 
port is  in  our  opinion  necessary  in  order  to  regulate  the 
service  over  the  Prairie  du  Chien-Eastman-Wauzeka  line  aa 
well  as  to  avoid  discriminatory  toll  rates  between 
communities. 

The  foregoing  toll  rates  apportioned  as  suggested  would 
increase  the  per  call  earnings  to  the  Union  Telephone  Com- 
pany on  the  Prairie  du  Chien-Bridgeport  line  but  they 
would  decrease  them  on  the  Prairie  du  Chien-Eastman- 
Wauzeka  line.  So  far  as  gross  earnings  are  concerned, 
however,  it  is  probable  that  the  authorizing  of  the  sug- 
gested tolls  will  have  little  effect,  since  the  losses  in  gross 
earnings  on  the  latter  line  will  be  compensated  by  the  gains 
in  gross  earnings  on  the  former  line. 

About  the  only  object  sought  by  the  placing  of  a  3  cents 
per  message  charge  on  incoming  messages  from  the  Prairie 
du  Chien-Eastman-Wauzeka  line  in  our  decision  of  1913* 


"  Sw  Commission  Leaflet  No.  20,  p.  417. 
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was  to  cheek  thp  number  of  useless  calls  which  at-e  often 
made  when  semce  is  free.  This  will  now  be  amply  provided 
for  by  the  10-cent  charge  which  is  to  be  made  by  the  Western 
Crawford  County  Farmers  Mutual  Telephone  Company. 
There  need,  therefore,  exist  no  question  as  to  the  reason- 
ableness of  the  suggested  rates  or  their  apportionment 
between  eoniimnies  on  account  of  their  removing  all  earn- 
ings to  the  Union  Telephone  Company  on  terminating 
messages  from  the  Prairie  du  Chien-Eastman-Wauzeka 
line. 

The  Couuuission  does  not  deem  it  advisable  to  establish 
toll  rates  at  this  time  for  interexchange  messages  Iwtween 
the  neighboring  exchanges  of  Eastman  and  Lynxville,  East- 
man and  Seneca  or  Mt.  Sterling,  Eastman  and  Steuben,  and 
Wauzeka  and  Steuben,  inasmuch  as  telephonic  communica- 
tion between  them  is  over  heavily  loaded  grounded  lines. 
As  soon  as  clear  trunks  are  provided  between  any  of  these 
exchanges  we  recommend  that  steps  be  taken  to  have  toll 
rates  authorized  for  the  interexchange  ser^'ice. 

/(  is,  therefore,  ordered: 

1.  That  the  Union  Telephone  Company  and  the  Western 
Crawford  County  Farmers  Mutual  Telephone  Company 
be,  and  the  same  hereby  are,  authorized  to  and  shall 
respectively  charge  and  collect  from  such  of  their  subscrib- 
ers or  connecting  companies  as  originate  messages,  which 
in  order  to  reach  their  destination  are  transmitted  over  any 
Iiart  or  the  whole  of  either  the  Prairie  du  Chien-Bridgeport 
or  tl)e  Prairie  du  Chien-Eastman-Wa\izeka  toll  lines,  the 
sum  of  10  cents  for  each  message  so  transmitted,  and  shall 
from  time  to  time  make  a  distribution  of  the  earnings 
resulting  from  such  toll  rates  in  accordance  with  the  table 
following : 
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Mtetages  From  To 

Prairie  du  Chien  Brii^eport 

Prairie  dn  Chien  Eastman 

Prairie  du  Chien  Waoieka  : 

Bridgeport Prairie  da  Chien .... 

Eastman Prairie  du  Chien 

Wauzeka Prairie  du  Chien .... 

Eastman Wauzeka 

Wanzeka Eastman  


Total 
Chargt 

Amount  to 

Union 
Tdeph^ 
Company 

Craxrfofd 
County 
TeUphnu 
C««pon» 

$0  10 

$0  10 

None 

10 

3 

$0  07 

10 

3 

7 

10 

7 

3 

10 

None 

10 

10 

None 

10 

10 

None 

10 

10 

None 

10 

2.  That  the  Union  Telephone  Company  and  the  Western 
Crawford  County  Farmers  Mutual  Telephone  Comijany 
shall  each  make  and  keep  a  daily  record  of  all  completed 
calls  switched  by  their  individual  exchanges  on  to  the  Prai- 
rie du  Chien-Bridgeport  and  Prairie  du  Chien-Eastman- 
Wauzeka  toll  lines,  and  shall  upon  request  of  any  one 
exchange  funiish  it  with  such  record.  The  exchanges  to 
which  this  section  of  the  order  relates  are  the  Prairie  du 
Chien  exchange  of  the  Union  Telephone  Company  and  the 
Eastman,  Bridgeport  and  Wauzeka  exchanges  of  the 
Western  Crawford  County  Farmers  Mutual  Telephone 
Company. 

3.  This  order  shall  be  placed  in  effect  by  the  Union  Tele- 
phone Company  and  the  Western  Crawford  Comity 
Famiei's  Mutual  Telephone  Company  on  October  28,  1918. 

Dated  at  Madison,  Wisconsin,  this  ninth  day  of  October, 
IMS. 
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In  re  Application  of  Shell  Lake  Telephone  Company  for 
Authority  to  Increase  Rates. 

tr-950. 

Decided  October  12,  1918. 

lacreue  in  Ettu  with  a  Prompt  Pigment  Discoiut  Antlinind  —  Rate 

of  Sstnni  EstimKtMi  at  8  Per  Gent.—  Time  of  Paymant  of  Bwitdi- 

ing  Chaises  FroKZibod  —  Sincle  Par^  Batoa  for  Two-Party 

Serrlce  Approred  Whore  Character  of  Distribntloa 

Srstem  Waa  the  Same. 

Opinion  and  Decision. 
The  Shell  Lake  Telephone   Company  provides  certain 
telephone  service  in  and  about  the  village  of  Shell  Lake, 
Wisconsin,  at  the  following  rates: 

Business  snbscribers $1  60  per  month 

Residence  sabaeribers 1  00  per  month 

Rural  snbscribers 1  00  per  montb 

Switching  service  2  50  per  year 

Said  company  in  a  petition  filed  with  the  Commission 
August  8, 1918,  alleges  that  increases  in  labor  and  material 
costs  make  it  necessarj'  to  increase  the  rates  cited  above. 
It  requests  authority  to  substitute  for  them  the  following 
rates : 

Business  subscribers $2  00  per  month 

Residence  subscribers: 

Individual  line 1  60  per  month 

Two-party  line 1  25  per  month 

Raral  subscribers 1  00  per  month 

Switching  service  3  50  per  year 

A  hearing  in  this  matter  was  held  pursuant  to  notice 
September  13,  1918,  at  Madison,  Wisconsin.  Mike  Peters, 
owner,  appeared  on  behalf  of  the  petitioning  utility.  There 
were  no  appearances  in  opposition. 

The  Shell  Lake  Telephone  Company  provides  continuous 
service  on  all  days  excepting  Sundays,  when  the  exchange 
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is  closed  from  12:00  noon  to  6:00  p.  m.    It  lias  a  150  drop 
capacity  switchboard  with  95  drops  in  us«.    The  distribn- 
tion  of  the  used  drops  among  the  various  classes  of  service 
in  numbers  and  per  cent,  is : 

Per  Cent. 

Local 81  85.3 

BuMi 2  2.1 

Switched  .8  8.4 

Toll 4  4.2 


05  100.0 

Most  of  the  local  lines  are  metallic,  there  being  some 
McClure  and  4  grounded  lines.  The  rural  and  switched 
lines  are  grounded;  the  toll  lines  are  metallic,  3  of  them 
being  long  distance  lines  and  one  a  local  toll  line  connecting 
Shell  Lake  with  Spooner. 

As  nearly  as  we  can  determine  from  the  testimony  and 
the  annual  reports,  the  petitioner  serves  a  total  of  312  sub- 
scribers, of  which  number  105  are  local,  32  are  rural,  and 
175  are  switched,  the  latter  being' direct  subscribers  of  the 
Bashaw  Valley  Telephone  Company,  which  has  8  lines 
connected  to  the  Shell  Lake  e.\chaiig«. 

VjMA'e  of  Pboperty. 
The  owner  of  the  Shell  Jjake  Telephone  Company  testi- 
fied at  the  hearing  that  he  came  into  possession  of  the  utility 
by  purchase,  having  on  January  1. 1918,  paid  to  D.  J.  Albee 
$4,000  for  the  total  iiroperty.  The  book  value  as  repre- 
sented in  the  last  annual  report  was  $3,516  as  of  December 
31, 1917.  Prom  comparative  valuation  data  it  appears  that 
the  book  value  is  somewhat  low  and  that  $4,000  may  reason- 
ably be  used  as  the  reproduction  cost  of  the  property. 

Re\'exvks  asd  Expenses. 
Th<;  revenues  and  expenses  as  set  forth  in  the  aimual 
reports  to  the  Commission  for  the  last  three  calendar  years 
are  presented  in  Table  L 
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TABLE  I. 
Rkvbnuks  AMD  EXTKKSca  ab  Sit  Fobtb  in  Annual  Rbpobts  to  Coumibbioh. 


y««-  BtkKjv  December  31 

lais 

IBIS 

IStT 

$1,240  00 

SI ,308  00 

SI, 400  00 

SSOQ  00 
160  00 
150  00 
31  00 

roooo 

IfiOOO 
150  00 
32  70 

SI  ,000  00 

100  00 

36  00 

SS40  00 

SI, 032  70 

ATftikble  for  intoTMt  and  dividend! 

1400  00 

S275  30 

S115  00 

The  revenues  and  expenses  as  reported  are  quite  different 
from  the  revenues  and  expenses  which  we  obtain  on  the 
basis  of  such  data  as  was  presented  at  the  hearing,  and 
which  follows : 

Operating  Reventtee: 

46  boainees  Bnbaeribeis  at  $18.00  per  yettr $828  00 

59  residence  subscriber  at  $12.00  per  year 708  00 

32  rural  subscribers  at  $12.00  per  year 384  00 

175  switched  subscribers  at  $2.50  per  year 437  60 

Toll  and  miscellaneous  earnings 125  00 

TOTAL  OPERATtNO  REVENUES $2,482  50 

Operating  Expenses: 

Central  offle«  operating  labor $960  00 

R«nt 108  00 

Li^   12  00 

Heat 75  00 

Battery  expense  for  central  office 45  00 

Manager's  salary 900  00 

Other  expenses  75  00 

Depreciation 240  00 

Taxes 62  06 

TOTAL  OPEBATIKO  EXPENSES $2,477  05 

ATailable  for  interest $5  45 
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The  revised  income  account  includes  such  operafiiig 
expenses  as  applicant  submitted  for  our  consideration  at 
the  hearing.  We  are  inclined  to  believe  that  they  are  con- 
servative and  that  the  amount  allowed  for  other  expenses 
of  $75.00  is  too  low.  These  other  expenses  inclade  cost  of 
materials  for  keeping  the  system  in  repair,  among  which 
one  fairly  substantial  item  would  be  batteries  for  sub- 
stations. They  also  include  charges  for  printing  directory 
and  bills,  for  postage,  and  for  insurance,  if  any  is  provided. 
Our  opinion  is  that  $150  would  be  nearer  the  amount  which 
should  be  allowed  for  miscellaneous  expenses. 

Considering  those  revenues  and  expenses  which  have  just 
been  explained,  assuming  that  $150  should  be  allowed  for 
miscellaneous  expenses,  applicant  would  incur  an  annual 
operating  deficit  of  $69.55.  To  cover  this  operating  deficit, 
and  in  addition  to  yield  $320  for  interest  purposes,  it  will 
be  necessary  to  revise  the  rates  so  as  to  produce  $390  of 
additional  revenues. 

After  a  study  of  the  traffic  arising  from  the  various 
classes  of  subscribers  and  the  operating  costs  incident  to 
the  giving  of  telephone  service  at  Shell  Lake,  we  have 
worked  out  the  following  schedule  of  rates  which  appears 
reasonable,  and  which  will  give  petitioner  such  increased 
revenues  as  appear  necessary : 

Suggested  Rates. 

Gross  Nft 

B%isiiiess  Suhseriliers :  Per  Month  Per  Month 

One-party  $2  00  $1  75 

Two-party 1  75  1  50 

Residence  Sahscribers: 

One-party  $1  75  $1  50 

Two-party 150  125 

Three-   and  four-party 125  100 

Rural  subscriber 125  100 

Net  Per 
Half  Tear 
Switched  subscribers $1  50 

The  bills  should  be  made  out  on  the  basis  of  the  gross 
rates,  but  if  pajTnent  is  made  before  the  fifteenth  of  the 
month  in  vhich  the  service  is  being  rendered  subscribers 
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should  be  given  the  difference  between  the  gross  and  the 
net  rates  as  a  discount  for  prompt  payment. 

Petitioner  reports  that  7  business  subscribers  are  con- 
nected to  two-party  lines  on  which  their  respective  resi- 
dences constitute  the  second  party.  In  order  to  avoid  any 
question  as  to  what  rates  shall  apply  to  these  sabscribers, 
special  provision  for  this  situation  will  be  made  in  the 
order. 

In  cases  involving  switching  charges,  it  has  been  the  cus- 
tom of  the  Commission  to  be  specific  as  to  the  maimer,  time 
and  place  bills  for  switched  subscribers  shall  be  paid.  The 
usual  practice  is  to  require  the  company  whose  subscribers 
receive  snitching  service  to  be  directly  responsible  to  the 
company  performing  the  switching  service  for  the  payment 
of  all  bills  for  switching.  We  usually  stipulate  in  our  orders 
that  these  bills  are  payable  quarterly  or  semi-annually  at 
the  office  of  the  company  which  performs  the  switching 
service,  and  that  the  amount  payable  shall  include  the  total 
switching  service  charges  for  the  succeeding  quarter  or  half 
year  plus  the  total  charges  for  toll  service  extended  to  the 
switched  subscribers  in  the  preceding  quarter  or  half  year. 
We  see  no  special  reason  why  we  should  depart  from  the 
Dsual  practice  in  this  case.  Our  order,  therefore,  will  pro- 
vide the  usual  practice. 

It  is,  therefore,  ordered,  That  the  petitioner,  the  Shell 
Lake  Telephone  Company,  be  and  the  same  hereby  is, 
authorized  to  place  in  effect  the  following  rates  and  rules, 
it  being  understood  that  all  service  shall  be  billed  at  the 
gross  rates  when  these  are  provided : 

Groas  Net 

Business  Subscribers:  Per  Month  Per  Month 

One-party  $2  00  $1  76 

Two-party I  75  1  50 

Residence  Subscribers  : 

One-party  $1  75  $1  50 

Two-party 1  50  1  25 

Foai^party  125  100 

Bural  sabtwriberB  per  quarter,  gross $3  76 

Bnral  subscribers  per  qoarter,  net 3  00 

Switched  Enbecribers  per  six  months,  net 1  50 
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Bu^ness  and  residence  subscribers  shall  be  given  a  disoonnt  equal  to  the 
'  difference  between  the  groBS  and  the  net  rates  when  bills  are  paid  on  or 
before  the  fifteenth  of  the  month  in  which  service  is  being  rendered. 

Rural  subscribers  shall  be  given  a  discount  of  75  cents  if  bill  is  paid 
before  or  during  the  first  month  of  the  quarter  in  which  service  is  being 
rendered;  of  50  cents  if  bill  is  paid  during  the  second  month  of  the 
quarter  in  which  service  is  being  rendered;  and  of  25  cents  if  bill  is 
paid  during  the  third  month  of  the  quarter  dnring  which  service  is  being 
Tendered. 

Payment  of  Switchikg  Chabges. 
Companies  having  subscribers  who  receive  switching 
service  from  the  Shell  Lake  Telephone  Company  shall,  on 
or  about  January  1  and  July  1  of  each  calendar  year,  pay 
to  the  Shell  I^ke  Telephone  Company  at  its  office  in  Shell 
Lake  a  sum  equal  to  the  total  switching  charges  of  its  sub- 
scribers for  the  succeeding  six  months,  plus  the  total 
toll  charges  incurred  by  its  subscribers,  as  per  itemized  bill 
of  the  Shell  Lake  Telephone  Company  for  the  preceding 
six  months. 

Single  Party  Rates  Applicable  on  Two-Party  Sebvice. 

The  .single  party  rates  shall  be  applicable  in  all  cases 
where  two-  or  more  party  service  is  furnished,  where  the 
character  of  the  distribution  system  required  is  practically 
the  same  as  for  single  party  service,  i.  e.  where  two  or  more 
lines  are  bridged  at  or  near  the  central  office. 

It  is  further  ordered: 

1.  That  all  rates  and  rules  now  in  effect  which  are  not 
in  conflict  with  the  rates  and  rules'  herein  authorized  shall 
continue  in  full  force  and  effect  as  heretofore. 

2.  That  the  rates  and  rules  authorized  in  this  order  shall 
become  effective  November  1,  1918,  with  the  exception  of 
the  switching  rates,  which  shall  become  effective  Januair  1, 
1919. 

Dated  at  Madison,  "Wisconsin,  this  twelfth  day  of  October, 
1918. 
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In  re  Application  of  Att-usta  Lioht  and  Telephone  Com- 
pany FOR  Authority  to  Increase  Rates. 
U-901. 
Decided  October  14,' 1918. 
Ordar  Baqnirinc  EmplOTmeat  of  AddMonal  Operator  B«§cfaided. 

Opinion  and  Decision. 
An  order*  was  entered  in  the  above-entitled  matter  on 
June  28,  1917,  reijuiring,  among  other  things,  that  the 
Augusta  Light  and  Telephone  Company  should  on  or  before 
August  1,  1917,  employ  one  additional  operator  so  that, 
except  during  the  night  shift,  there  should  be  two  operators 
on  duty  at  all  times.  In  August,  1918,  representations  were, 
made  to  the  Commission  by  the  company  that  traffic  condi- 
tions did  not  then  warrant  the  emplojTnent  of  an  additional 
operator  as  ordered.  Subsequently  an  investigation  was 
made  by  a  member  of  the  staff  which  showed  that  the  traffic 
was  not  so  great  as  to  require  the  services  of  the  additional 
operator. 

It  is,  therefore,  ordered,  That  Paragraph  4  of  our  order* 
herein,  dated  June  28, 1917,  is  hereVw  rescinded,  jurisdiction 
being  retained  to  make  such  further  order  as  may  become 
necessary  with  reference  to  switchboard  service,  with  or 
without  further  hearing,  as  may  be  deemed  best. 

Dated  at  Madison,  Wisconsin,  this  fourteenth  day  of 
October,  1918. 


In  re  In^tstioation  on  Motion  or  Commission  of  Service 

Rendered  by  Independrnce  Telephone  Company. 

Decided  October  14,  1918. 

Obajif  e  of  Oonnoction  to  Another  Boral  Lmo  at  Iiutance  of  Certain 

SnbBcribOTB,  and  A<aiiist  Wishes  of  Snbscriben 

To  Be  Changed,  Denied. 

Opinion  and  Decision. 
Informal  complaint  having  been  made  by  John  T.  Skroch 
to  the  effect  that  the  present  method  and  practice  of  the 
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Independence  Telephone  Company  in  dividing  its  lines  and 
adjusting  its  circuits  has  produced  great  inconvenience  to 
the  complainant  and  other  subscribers,  and  that  the  com- 
pany refuses  to  readjust  its  circuits  to  meet  the  require- 
ments of  subscribers,  a  hearing  on  motion  of  the  Commis- 
sion was  duly  ordered  and  held  at  Whitehall  on  September 
19,  1918.  Ole  J.  Egguni  appeared  for  John  T.  Skroch  and 
John  C.  Skroch,  president,  represented  the  Independence 
Telephone  Company. 

Two  rural  lines  running  easterly  from  Independence  are 
concerned  in  this  proceeding — No.  20  and  No.  46.  The 
former  now  serves  12  subscribers  and  the  latter  11  sub- 
scribers. The  6  subscribers  served  by  line  No.  46  who  live 
east  of  the  section  corner  between  sections  19,  20,  30  and 
29,  wish  to  have  the  3  subscribers  living  east  of  that  corner, 
who  are  now  served  by  line  No.  20,  transferred  to  their  line. 
To  prevent  overloading  by  this  transfer,  it  is  suggested  that 
certain  other  subscribers  on  line  No.  46  who  live  near  Inde- 
pendence could  be  transferred  to  some  other  line  without 
serious  inconvenience.  It  was  shown  that  the  subscribers 
living  west  of  the  corner  above  described  exchange  work 
and  have  other  business  relations  with  each  other.  It  was 
also  shown  that  the  3  subscribers  in  this  group  now  served 
by  line  No.  20  also  have  business  dealings  with  other  sub- 
scribers on  that  line  and  that  one  of  them  has  a  father 
served  by  line  No.  20.  Neither  of  these  3  parties  appeared 
at  the  hearing,  but  2  of  them  have  filed  an  affidavit  to  the 
effect  that  they  wish  to  remain  on  line  No.  20.  The  company 
appears  to  be  willing  to  make  any  readjustment  of  the  lines 
in  question  which  can  be  agreed  upon  by  the  parties  served 
thereby. 

It  is  apparent  from  the  physical  conditions  that  the  nat- 
ural arrangement  in  good  telephone  practice  would  be  for 
line  No.  46  to  serve  all  of  the  subscribers  east  of  the  comer 
above  described.  If  the  company  regards  the  change  as  in 
the  best  interests  of  the  service  it  would  be  justified  in 
making  it.  Moreover,  if  the  3  subscribers.  Mat  Skroch,  Roy 
J.  Sousolla  and  Roy  Rebarchek,  should  request  the  change, 
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the  company  should  connect  their  telephones  with  line  No. 
46.  In  view  of  the  expressed  desire  of  2  of  these  parties 
to  remain  on  line  No.  20,  however,  the  Commiasion  does  not 
feel  justified  in  requiring  any  readjustment  of  their  service. 
Neither  line  is  seriously  overloaded,  and  with  proper  switch- 
board service  communication  between  the  two  lines  should 
not  be  unreasonably  difficult. 

It  is  ordered,  That  the  procec^ling  herein  be,  and  the  same 
is  hereby,  dismissed. 

Dated  at  Madison,  Wisconsin,  this  fourteenth  day  of 
October,  1918.  '    " 


In  re  Application  of  Newton-Manitowoc  Telephone  Co^f- 

PANY   FOB   Ai:THORITY  TO   INCREASE   EaTES. 

Decided  October  26, 1918. 

IncreaM  in  lUtes  Aathorlzsd  —  Change  from  Meunred  to  Flat  Rates ' 

for   Switching   Service   Anthorixed  —  Diacrimination   as   to 

Stockholders  Eliminated. 

Opinion  and  Decision, 

On  March  18,  1918,  the  Newton-Manitowoc  Telephoni! 
Company  filed  an  application  for  authority  to  increase  its 
rates  from  $1.25  per  month  to  $1.50  for  the  reason  that  the 
subscriber  formerly  paid  for  his  switching  service  in  addi- 
tion to  the  regular  monthly  rental  charge.  Hearing  in  the 
matter  was  set  for  April  19, 1918,  but  no  one  appeared  for 
or  against  the  application. 

The  Newton-Manitowoc  Telephone  Company  is  engaged 
in  furnishing  service  to  certain  rural  sections  in  close  prox- 
imity to  the  village  of  Newton,  Manitowoc  County,  It  has 
been  the  practice  in  the  past  for  the  subscribers  to  pay  a 
monthly  rental  of  $1.25  and  in  addition  to  that  pay  2  cents 
a  call  to  the  switchboard  operator  for  exchange  service. 
According  to  the  company's  statement,  thjs  payment  to  the 
operator  averaged  about  $5.00  a  year  per  subscriber.  The 
company  has  now  entered  into  an  arrangement  with  the 
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operator  whereby  a  flat  wage  willbt;  paid  for  this  switching 
service  and  the  subscribers  are  to  pay  $3.00  a  year  instead 
of  2  cents  a  call.  It  is  represented  to  us  that  this  will  really 
be  a  saving  to  most  of  the  subscribers.  At  the  sanie  time 
it  will  eliminate  the  extra  work  of  recording  the  calls  by 
the  operator  and  to  a  certain  extent  better  and  quicker 
service  should  be  afforded. 

It  appears  that  those  subscribers  who  are  stockholders 
are  not  charged  a  fixed  monthly  rental  —  in  their  ease  a 
settlement  is  made  at  the  annual  meeting.  The  Commission 
has  held  in  a  number  of  cases  that  such  a  practice  is  dis- 
criminatory and  in  violation  of  the  Public  Utility  Law. 

"  Section  1797m-92.  It  shall  be  unlawful  for  any  person,  firm  or  cor- 
poration knowingly  to  solicit,  accept  or  receive  any  rebate,  concession  or 
discrimination  in  respect  to  any  service  in  or  afFecting  or  relatii^  to  the 
production,  transmission,  delivery  or  furnishing  of  heat,  light,  water  or 
power  or  the  conveying  of  telephone  niess^es  within  this  State,  or  for 
-any  service  in  connection  therewith  whereby  any  such  service  shall,  by  any 
device  whatsoever,  or  otherwise  be  rendered  free  or  at  a  less  rate  than  that 
named  in  the  schedules  and  tariffs  in  force  as  provided  herein,  or  whereby 
any  service  or  advantage  is  received  than  is  herein  specified." 

The  company  is  obliged  to  charge  subscribers  who  are 
stockholders  the  same  rates  that  so-called  renters  are 
required  to  pay.  Stockholders  are  entitled  to  dividends 
paid  out  of  the  earnings  of  the  company  and  not  to  an>' 
reduced  rates  or  charges  for  service. 

The  financial  condition  of  the  utility  does  not  apjK-ar  to 
iw  sufficiently  well  set  forth  in  the  annual  reports  to  make 
it  possible  for  us  to  pass  intelligently  upon  the  necessity 
for  any  additional  revenue.  It  is  stated  by  the  company 
that  this  proposed  change  in  the  rates  will  not  add  to  the 
company's  earnings.  The  rate  applied  for  is  applicable  to 
subscribers  who  are  stockholders  as  well  as  to  renters,  and 
since  176  of  the  181  subscribers  are  stockholders  the  prin- 
cipal part  of  the  increase  will  be  home  hy  the  stockholding 
subscribers.  Inasmuch  as  the  proposed  increase  of  $3.00 
in  the  annual  rental  charge  is  offset  by  relieving  the  sub- 
scribers from  paying  certain  exchange  charges,  it  seems  to 
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us  that  the  application  should  he  granted.  We,  further- 
more, feel  that  the  individual  subscriber's  telephone  needs 
will  be  more  adequately  met  if  unlimited  service  is  afforded 
through  the  exchange  with  which  he  is  directly  connected. 
It  is,  therefore,  ordered,  That  the  Newton-Manitowoc 
Telephone  Company  he  authorized  to  discontinue  its  present 
rates  and  charge  all  of  its  subscribers  $1.50  per  month  for 
unlimited  exchange  service. 

Dated  at  Madison,  this  twenty-sixth  day  of  October,  1918. 
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CALIFORNIA. 

Bailroad  OommiBsion. 

In  re  Application  of  The  Pacific  Teuiphonb  and  Tele- 
graph Company  foe  Authority  zo  Sell  Property  and 
Feanchisk  and  to  Lease  Pbopeety  to  Redondo  Home 
■  Telephone  Company  and  to  Withdraw  from  Business, 
and  of  Eedondo  Home  Telephone  Company  foe 
Authority  to  Acquiee  Peoperty  and  Fban(!hi8b  and 
to  I^asb  Property,  and  to  Issue  Bonds. 

Application  No.  3866  —  Decision  No.  5613. 

Decided  July  26,  1918. 

Bala  of  Propartr  to  Competitor  Anthoriied  —  OartUIute  Issoed  to  Pw- 
cbsser  to  ExerciBe  Hnnicipal  FruichiM  Grant. 

Opinion. 

Applicants  seek  anthoiity  to  consolidate  two  competing 
telephone  systems  operating  in  the  city  of  Redondo  and 
vicinity. 

The  Pacific  Telephone  and  Telegraph  Company  proposes 
to  sell,  and  pending  consolidation  to  lease,  to  Redondo 
Home  Telephone  Company  its  plant 

The  purchase  price  agreed  upon  involves  the  issuance  of 
bonds  by  Redondo  Home  Telephone  Company  and  there  is 
not  sufficient  evidence  before  tliis  Commission  upon  which 
to  determine  the  amount  of  bonds  which  may  safely  be 
borne  by  the  telephone  property  upon  which  the  lien  of 
these  bonds  will  rest. 

We  find  here  the  usual  reasons  for  approving  of  con- 
solidation. It  would  be  to  the  undoubted  advantage  of 
telephone  subscribers  in  this  commumty  to  have  the  use  of 
one  system,  and  notwithstanding  widespread  publicity  given 
to  this  proposed  consolidation  no  protests  were  made. 

Furthermore,  it  is  evident  that  this  is  not  a  field  within 
which  two  competing  companieg  can  operate  with  financial 
311 
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success.  The  evidence  before  the  Commission  shows  that 
for  a  period  of  six  years  last  past  the  Bedondo  Home  Tele- 
phone Company  has  operated  at  a  net  loss  and  it  will  be 
impossible  for  it  to  continue  operations  and  ayoid  bank- 
ruptcy. It  may  be  that  with  the  two  plants  consolidated 
and  the  entire  telephone  business  done  by  one  company, 
there  will  ■  be  reasonable  hope  of  successful  financial 
operation. 

I  recommend,  therefore,  that  this  consolidation  be  author- 
ized and  that  the  terms  and  conditions  of  the  consolidation 
be  fixed  by  a  subsequent  supplemental  order  when  the  Com- 
mission will  be  more  fully  advised. 

Obdbb. 

Application  having  been  made  therefor  by  The  Pacific 
Telephone  and  Telegraph  Company  and  Bedondo  Home 
Telephone  Company, 

It  is  hereby  ordered  by  the  Railroad  Commission  of  tht 
State  of  California,  That  The  Pacific  Telephone  and  Tele- 
graph Company  is  hereby  authorized  to  sell  all  that  certain 
real  and  personal  property  and  franchise  located  in  the 
city  of  Redondo  and  vicinity,  all  of  which  is  more  particu- 
larly described  in  Exhibit  A  and  Exhibit  No.  2  on  file  herein, 
to  Redondo  Home  Telephone  Company  and  pending  the 
consolidation  of  the  plants  herein  authorized,  to  lease  the 
same. 

Redondo  Home  Telephone  Company  is  hereby  authorized 
to  purchase  and  h^ase  said  property  and  to  consolidate  the 
same  with  its  telephone  system  in  the  city  of  Redondo  and 
vicinity;  provided,  however,  that  before  said  sale  or  lease 
shall  be  consummated  a  supplemental  order  shall  be  made 
by  this  Comniissioii  fixing  the  terms  of  such  sale  and  lease. 

The  Pacific  Telephone  and  Telegraph  Company  is  further 
authorized  to  withdraw  from  the  telephone  business  in  the 
city  of  Bedondo  and  vicinity. 

It  is  hereby  declared  b>-  the  Railroad  Commission  of  the 
State  of  California  that  public  convenience  and  necessity 
require  and  will  require  that  Redondo  Home  Telephone 
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Company  exercise  the  rights  and  privileges  under  the  fran- 
chise to  be  acquired  from  The  Pacific  Telephone  and  Tele- 
^aph  Company. 

The  foregoing  opinion  and  order  are  hereby  approved 
and  ordered  filed  as  the  opinion  aiid  order  of  the  Railroad 
Comnusaion  of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twenty-sixth  day 
of  July,  19ia 


In  re  Application  of  The  Pacific  Telephone  and  Tele- 
GEAPH  Company  for  Authokity  to  Sell  Property  to 
OxNABD  HouE  Telephone  Company,  and  to  Withdraw 
from  Business,  and  of  Latter  Company  to  Acquire 
Property  of  Former  Company,  and  to  Issue  Bonds 
and  Notes. 

Application  No.  S826  —  Decision  No.  5639. 

Decided  July  29,  1918. 
Sals  of  Propertr  to  Oomp«titor  Anthorbed. 

Opinion, 

This  is  an  application  seeking  the  authority  of  the  Rail- 
road Commission  for  the  consolidation  of  two  competing 
telephone  systems  now- in  operation  in  the  city  of  Oxnard 
and  vicinity.  The  Pacific  Telephone  and  Telegraph  Com- 
pany and  Oxnar<l  Home  Telephone  Company  are  the  com- 
panies now  operating  Ihese  competing  systems. 

The  Pacific  Telephone  and  Telegraph  Company  desires 
to  sell  to  Oxnard  Home  Telephone  Company  its  property 
consisting  of  plant  and  equipment  (exclusive  -of  certain 
itema  thereof),  and  Oxnard  Home  Telephone  Company 
desires  to  purchase  and  acquire  the  same  for  the  sum  of 
$23,159.79.  Oxnard  Home  Telephone  Company  also  desires 
authority  to  issue  its  bonds  of  the  par  value  of  $9,000  now 
in  its  treasury  in  payment  of  $8,100  of  the  purchase  price, 
and  to  issue  its  two-year  6  per  cent,  promissory  note  in 
payment  of  the  balance  of  $15,059.79  of  the  purchase  price. 
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If  authority  to  sell  and  transfer  said  property  is  granted, 
it  is  the  plan  of  The  Pacific  Telephone  and  Telegraph  Com- 
pany to  withdraw  from  the  operation  of  the  telephone 
system  in  said  city  and  territory  tributary  thereto. 

The  rates  at  present  in  effect  over  the  two  competing 
systems  are  not  the  same  for  like  service  in  all  cases.  In 
order  to  avoid  discrimination  in  rates  which  would  other- 
wise exist  if  consolidation  were  autJiorized,  Oxnai-d 
Home  Telephone  Company  asks  that  reasonable  rates  be 
authorized  for  the  service  and  conditions  thereafter 
pertaining. 

A  hearing  was  held  in  the  city  of  Oxnard  on  July  12,  no 
one  appearing  in  opposition  to  the  application  for  authority 
to  consolidate.  The  conditions  attendant  upon  the  opera- 
tion of  competing  telephone  systems  in  this  instance  are 
so  similar  to  those  existing  in  other  localities  where  con- 
solidation has  recently  lieen  authorized  by  this  Commission 
that  it  seems  unnecessary  to  again  review  them  here. 

There  is  not  suflRcient  evidence  before  the  Commission 
upon  which  a  proper  determination  may  be  reached  as  to 
the  value  of  the  plant  to  be  sold  add  transferred  or  to  deter- 
mine the  total  property  value  of  Oxnard  Home  Telephone 
Company  upon  which  proposed  and  existing  issues  of 
securities  are  dependent,  or  as  to  earnings  reasonably  to 
be  expected  after  consolidation. 

I  accordingly  recommend  that  an  order  be  made  authoriz- 
ing the  consolidation  of  these  two  telephone  systems  and 
leaving  for  a  subsequent  supplemental  order  the  fixing  of 
the  terms  and  conditions  upon  which  such  consolidation 
shall  be  made. 

Order. 

Application  therefor  having  been  made  by  The  Pacific 
Telephone  and  Telegraph  Company  and  Oxnard  Home 
Telephone  Company,  aitd  a  public  hearing  having  been  had. 

It  is  hereby  ordered  by  the  Railroad  Commission  of  the 
State  of  California,  That  The  Pacific  Telephone  and  Tele- 
graph Company  be,  and  it  is  hereby,  authorized  to  sell  to 
Oxnard  Home  Telephone  Company  all  that  certain  real  and 
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personal  property  located  in  the  city  of  Oxnard  and  terri- 
tory tributary  thereto  now  being  used  by  said  The  Pacific 
Telephone  and  Telegraph  Company  in  the  conduct  of  a 
telephone  business,  as  more  particularly  described  in 
Exhibit  A  and  Exhibit  No.  1  on  file  herein. 

Oxnard  Home  Telephone  Company  is  hereby  authorized 
to  purchase  said  above-described  property  and  to  consoli- 
date said  property  with  its  telephone  system  now  being 
operated  in  the  city  of  Oxnard  and  territory  tributary 
thereto;  provided)  however,  that  before  said  sale  is  con- 
summated a  supplemwital  order  herein  shall  be  made  by 
this  Commission  fixing  all  of  the  terms  and  conditions  of 
such  sale  and  fixing  the  amount  of  bonds  and  notes  which 
may  be  issued  by  Oxnard  Home  Telephone  Company,  and 
the  details  and  conditions  of  such  issue. 

/(  is  hereby  further  ordered,  That  The  Pacific  Telephone 
and  Telegraph  Company  is  hereby  authorized  to  withdraw 
from  the  telephone  business  in  the  city  of  Oxnard  and  in 
the  territory  tributary  thereto. 

The  foregoing  opinion  and  order  are  hereby  approved 
and  ordered  filed  as  the  opinion  and  order  of  the  Railroad 
Commission  of  the  Statp  of  California. 

Dated  at  San  Francisco,  California,  this  twenty-ninth 
day  of  July,  1918. 


In  re  Application  of  F.  J.  Culver  for  Aitthority  to  With- 
draw Servkie. 

Application  No.  3802  —  Decision  No.  0757. 

Decided  November  14, 1918. 
Anthwity  to  SiflcontiniM  Service  Orantod. 

Opinion. 
Oh  or  about  Jatiuary  1,  1910,  petitioner  herein  entered 
into  a  contract  with  Southwestern  Home  Telephone  Com- 
pany for  the  connection  of  a  telephone  lino,  which  was  later 
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constructed,  for  telephon**  service  for  the  use  of  Forest 
Home  Outing  Company  at  Forest  Home  in  Mill  Creek  Can- 
yon, San  Bernardino  County.  Subsequently,  petitioner  per- 
mitted the  connection  of  telephones  to  this  Un«  for  the  use 
of  the  following  parties  along  its  route,  viz. :  L.  A.  Harvey, 
Kate  Harvey,  M.  R.  Covington,  Mill  Creek  Ranch,  Cali- 
fornia Marble  Company,  Jack  Alien  and  O.  P.  Wyatt. 

During  the  year  1915,  petitioner's  line  was  destroyed 
by  flood  and  has  not  since  been  rebuilt.  Although  petitioner 
has  heretofore  charged  and  collected  rates  for  the  service 
rendered,  it  was  not  the  intention  originally  to  operate  the 
line  as  a  public  utility,  and  petitioner  now  seeks  authority 
to  formally  withdraw  the  service. 

Of  the  parties  formerly  served  by  this  line,  one  is  since 
deceased,  one  has  left  the  country,  another  has  gone  out  of 
business,  and  another  now  is  provided  with  telephone 
service  by  Southwestern  Home  Telephone  Company. 
The  three  remaining  parties  have  given  their  written' 
consent  to  the  withdrawal  of  service  by  petitioner,  and  their 
written  consent  has  been  filed  with  the  Railroad  Commis- 
sion. 

We  are  of  the  opinion  that  this  petition  should  be  granted 
and  that  this  is  not  a  matter  requiring  a  public  hearing. 

Order. 

Application  having  been  filed  with  the  Railroad  Commis- 
sion by  F.  J.  Culver  to  withdraw  telephone  si?rvice  as  set 
forth  in  the  preceding  opinion,  and  it  appearing  to  the  Rail- 
road Commission  that  this  ia  not  a  matter  in  which  a  public 
hearing  is  necessary. 

It  is  hrrebi/  ordered  by  the  Railroad  Commission  of  tin- 
State  of  California,  That  the  petition  herein  be,  and  it  is 
hereby,  granted. 

Dated  at  San  Francisco,  California,  tliis  fourteenth  day 
of  September,  1918. 
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ILLINOIS. 

Pnblio  Utilities  Oommission. 

in  re  Approval  of  Lease  by  Chicago,  Milwaukee  and  St. 
Paul  Railway  Company  to  DeKalb  County  Tele- 
phone Company. 

Case  No.  1-3016. 

Decided  OettAer  38,  1918. 

Appronl  of  Lease,  Subject  to  Teimiiuttion  br  Oommlsrion,  Oranted. 
Order. 

In  this  case  thu  lease  is  for  4250  square  feet  of  land  in 
Kirkland,  DeKalb  County,  Illinois,  for  the  term  of  two 
years  at  $18.00  per  year,  and  the  purjwse  is  for  a  piling 
ground  for  poles  for  thi;  said  telephone  company. 

The  lease  does  not  provide  that  it  can  be  leiininated  by 
either  party  or  hy  tliis  Commission.  Apparently  the  lease 
is  a  proper  one  to  be  made. 

It  is,  therefore,  ordered,  That  the  above-named  parties 
are  hereby  permitted  to  enter  into  the  above-mentioned 
lease  and  earn'  out  its  provisions,  provided,  said  lease  may 
be  terminated  at  any  time  by  this  Commission. 

By  order  of  the  Commission,  at  Springfield,  lUinois,  this 
twenty-eighth  day  of  October,  1918. 


In  re  Application  of  Stark  County  Telephone  Company 

FOR  Authority  to  Issue  Its  Common  Capitai^  Stock. 

Case  No.  7875. 

Decided  October  28,  1918. 

lanu  of  Stock,  to  B«placo  Stock  ZiBood  to  Eelmboiae  TroMurr  for  Honey 

Expended  for  Improvemeiits  wlthont  Oonunt  of  Oommlssion, 

Antborlzed. 

Opinion  and  Order. 
The  above-en  titled  cause  came  on  for  hearing  upon  the 
application  of  the  Stark  County  Telephone  Company  for 
317 


DigilizcdbyGOOglc 


318  Illinois  Publk;  Utilities  Commission. 

authority  to  issue  its  capital  stock  in  the  aggregate  anioimt 
of  $6,200,  being  248  shares  of  stock  of  the  par  value  of 
$25.00  each. 

The  petitioner  appeared  at  said  hearing  and  presented 
its  evidence,  and  upon  consideration  thereof  it  appeare  to 
the  Commission  that  the  petitioner,  the  Stark  County  Tele- 
phone Company,  is  a  corporation  organized  under  the 
laws  of  this  State  and  engaged  in  the  telephone  business, 
with  its  principal  place  of  business  at  Toulon,  Stark  County, 
Illinois,  and  is  a  public  utility  and  within  the  jurisdiction  of 
this  Commission. 

It  also  appears  Ironi  the  evidence  that  on  or  about 
February  1, 1916,  the  petitioner  issued,  without  the  consent 
of  this  Commission,  248  shares  of  its  capital  stock  at  the 
par  value  of  $25.00  each.  It  further  appears  that  the 
proceeds  derived  from  the  sale  of  said  stock  was  issued  by 
the  petitioner  in  reimbursing  the  treasury  for  money 
expended  from  income  in  the  acquisition  of  property  and 
for  the  construct ioti,  extension  and  addition  to  (he  facilities 
of  the  petitioner. 

The  petitioner  now  desires  authority  to  issue  248  shares 
of  its  capital  stock  of  the  par  value  of  $25,00  each,  to  be  used 
in  replacing  the  stock  issued,  as  aforesaid,  without  the 
consent  of  the  Commission. 

The  Commission,  having  considered  the  application  filed 
herein,  and  the  evidence  introduced  in  support  thereof,  and 
being  fully  advised  in  the  premises,  is  of  the  opinion  that 
the  prayer  of  the  petition  filed  herein  should  be  granted. 

//  is,  thercfori-,  ordered  by  the  Public  Utililies  Commis- 
sion of  Illinois,  as  follovs: 

■Section  1.  That  the  Stark  County  Telephone  Company 
be,  and  it  hereby  is,  authorized  to  issue  its  common  capital 
stock  in  the  aggregate  amount  of  $6,200,  being  248  shares 
of  the  par  value  of  $25.00  each. 

Section  2.  That  the  stock  herein  authorized  to  be  issued 
shall  be  used  in  taking  up  Efiid  retiring  a  like  amount  of 
Mtock  now  outstanding  which  was  issued  by  the  petitioner 
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on  or  about  Fpbniary  1,  1916,  witJiout  the  <*oiiseiit  of  the 
Commission,  as  aforesaid. 

Section  3.  That  the  Stark  County  Telephone.  Company 
shall,  before  the  issue  and  delivery  of  said  sluires  of  stock 
herein  authorized,  cause  to  be  printed,  stamped  or  engraved 
on  the  face  of  each  of  said  certificates  for  tlic  proper  and 
easy  identification  thereof,  the  following: 

"  PlIBLIC  UTILITIES  COMMISSION  OF  ILLINOIS. 

AUTHORIZATION  NO.  725. 

October,   1918." 

Section  4.  That  the  Stark  County  Telephone  Company 
shall  keep  trne  and  accurate  accounts  showing  the  issue 
and  disposition  of  the  stock  herein  authorized  and  said 
company  shall,  within  sixty  days  from  the  date  of  this 
order,  make  a  verified  report,  in  duplicate,  to  the  Commis- 
sion showing  the  issue  and  disposition  of  said  stock  and  the 
retirement  and  cancellation  of  the  certificates  of  stock 
heretofore  issued  without  the  consent  of  the  Commission, 
as  aforesaid. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
twenty-eighth  day  of  October,  1918- 


/«  re  Application  of  Virden  Home  Telephone  Company 
FOK  AN  Order  Authorizing  an  Increasj:  in  Hates  at 
Virden  and  Vicinity. 

Case  No.  8129. 
Decided  October  28,  1918. 

lacnmae  in  B«tM  With  Froiopt  Payment  Sisconnt  Antborized  —  Hagnsto 
Tal«p]ionH  Oarried  in  Stock  not  Included  in  Reproduction  Cost 
Haw  Valoe  —  6.4  Per  Cent  Fixed   for  Beserre  for 
Depreciation  —  6.3  Per  Cent.  Allowed  as  Rate    / 
of  Betnm. 
Applicant  eonght  authority  for  an  increase  in  rates.     The  company's 
appraisal  was  checked  by  the  Commission's  engineers  and  the  cost  of  repro- 
duction nev,  using  average  prices  for  labor  and  material  for  the  five-year 
pniod  1912-1916,  inclnsive,  and  including  the  present  stock  of  materials 
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and  supplies,  was  found  to  be  $64,473,  and  the  reproduction  cost  new,  less 
depreciation,  to  be  $64,472.  The  annual  depreciation  was  estimated  upon 
an  actual  normal  life  basis  to  be  $.S,889.  Including  an  allowance  adequate 
to  provide  a  proper  reserve  for  depreciation  as  fixed  by  the  ConuniasioD'a 
engineers,  the  average  result  of  operation  for  the  years  1915,  1916,  and 
1917  was  a  deficit  of  approximately  $800.  The  proposed  rates  wilt  give  an 
'annual  increase  of  $4,000  and  will  assure  a  return  over  expenses  of 
approximately  $3,198,  or  6.3  per  cent. 

H»ld:  That  the  increase  in  rates,  with  a  prompt  payment  discount, 
^onld  be  anthorijsedi 

That  the  item  listed  by  the  company  as  non-operating  property,  repre- 
senting the  stock  of  magneto  telephones  which  had  been  displaced  by 
the-compauy  and  taken  out  of  service  in  Virden,  and  n^ich  were  carried 
in  stock  for  rehabilitation  and  installation  at  other  points,  should  not  be 
included  in  the  reproduction  coat  new  of  the  property,  as  this  abnormally 
large  stock  of  magneto  telephones  was  carried  at  Virden  merely  as  a 
matter  of  convenience,  and  could  not  properly  be  considered  as  a  part  of 
the  normal  stock  of  materials  and  supplies  necessary  for  the  furnishing 
of  service; 

That  a  fair  value  of  the  property  used  and  useful  in  furnishing  serv- 
ice and  the  bnsiness  attached  thereto,  including  every  element  of  value, 
tangible  and  intangible,  and  making  due  allowance  for  the  neCeessry 
working  capital  and  present  stock  of  materials  and  supplies,  as  of  June  1, 
1918,  should  be  estimated  at  $60,000; 

That  a  sum  equal  to  6.4  per  cent,  of  the  cost  of  reprodnction  new 
shonld  be  set  aside  annually  to  provide  a  reserve  for  depreciation. 

Opisjion  and  Ordkr. 
A  revised  schedule  of  telephone  rates  for  Virden  and 
vicinity  having  been  filed  by  the  Virden  Home  Telephone 
Company,  of  Virden,  Macoupin  County,  Illinois,  and  a 
hearing  before  the  Commission  on  the  matter  being  neces- 
sary, an  order  was  entered,  suspending  the  placing  in  effect 
of  the  proposed  rates  until  October  28,  1918.  The  present 
rates  in  Virden  and  vicinitv  are  as  follows : 
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Per  Month 
Bosiness  or  resideiiep,  metallic  line,  within  one  mile  troni  thr 

central   office    , $1  25 

Bnaineas  or  residence,   metallic  line,  beyond  one  mile  from 

central  office    ■ ■  -  -  1  50 

Bnsinesa   or  residence,  grounded   line,    within   one  and  onc- 

balf  miles  from  central  office   1  00 . 

Charchee,  hospitals  and  other  charitable  inBtitations,  metallic 

line 1  26 

CharcheB,  hoBpitals  and  other  charitable  institutions,  grounded 

line 1  00 

Extension  telephones  50 

ExtenstOD  bells   - 15 

Party  line  rural  telephones  1  25 

Listing  extra  name  in  directory 50 

Telephones  for  use  of  ci^,  not  exceeding  two  in  number,  as 

provided  by  ordinance  granting  franchise Free 

Rural  switching 25 

The  schedule  filed  proposes  to  discontinue  the' rates  now 
in  effect  and  to  establish  in  lieu  thereof  the  following: 

Per  Year 

Individual  line,  business  telephone $36  00 

Two-party  line,  business  telephone 30  00 

Individual  line,  residence  telephone 24  00 

Two-party  line,  residence  telephone 21  00 

FcMir-party   line,  residence  telephone 18  00 

Business  extension  telephone 6  00 

Residence   extension   telephone 6  00 

Extension  bells,  business  or  residence 3  00 

Extra  listing  of  name  in  directory 3  00 

Desk  telephones  in  residence,  in  addition  to  regular  rates. . . .'  1  80 
Lodges,  club  rooms,   public  and  parochial  s<-hool3,  churches, 

hospitals  and  other  charitable  institutions  are  classified  as 

residences. 

Private  branch  exchange  trunk 33  00 

Private  branch  exchange  switchboard 24  00 

Private  branch  exchange  telephone 6  00 

Extra  mileage  for  line  extending  beyond  established  exchange  area: 

Individual  line,  per  quarter  mile  or  fraction  thereof 4  00 

Two-party  line,  per  quarter  mile  or  fraction  thereof,  for  each 

subscriber 2  25 

Party  tine  rural  telephones 21  00 

Party  line  rural  service  stations 7  00 
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Scrvicp  til  Girard,  Illinois,  not  to  oxiwd  three  messages  of  tbwp  minutes 
each  in  any  one  day  from  any  telephone,  is  included  in  exchange  rate. 
Additional  messages  and  overtime  on  alt  messages  shall  be  paid  for  At 
r^ular  toll  rates. 

A  discount  of  25  cent«  per  month  applies  to  the  rates  for  business  and 
residence  telephones,  exclusive  of  extension  telephones,  if  paymeat  is 
made  monthly  on  or  before  the  fifteenth  day  of  the  current  month. 

A  discount  of  25  cents  per  month  applies  to  the  rates  for  rural  party 
line  telephones  if  payment  is  made  quarterly  on  or  before  the  fifteenth 
day  of  the  second  month  of  the  current  quarter. 

A  discount  of  25  cents  per  quarter  applies  to  the  rates  for  rural  serv- 
ice stations  if  payment  is  made  quarterly  on  or  before  the  fifteenth  day 
of  the  second  month  of  the  current  quarter. 

The  matter  came  on  fov  hearing  before  the  CommisBion 
on  June  5,  1918.  The  Virden  Home  Telephone  Company 
was  represented  by  B<n.  B.  Boynlon,  attorney,  and  the  city 
of  Virden  by  James  H.  Murphy,  attorney.  The  company 
introduced,  as  exhibits,  an  inventory  and  appraisal.of  plant, 
its  annual  revenue  and  expense  statements  for  the  three 
years  ending  on  December  31,  1915,  1916,  ahd  1917,  respec- 
tively, and  proof  of  publication  of  a  notice  of  intention  to 
apply  for  an  advance  in  rates.  This  testimony  tends  to 
show  that  the  rates  now  in  effect  do  not  provide  sufficient 
revenue  to  cover  operating  expenses,  provide  adequate 
resei-vp  against  depreciation  and  pay  a  reasonable  return. 

On  June  1,  1918,  the  company  was  furnishing  service  to 
telephone  stations  classified  and  distributed  as  follows : 

Business,   individual   tine,  stations 101 

Business,  two-party   line,  stations ■  7 

Residence,  individual  line,  stations 104 

Residence,  two-party   line,   stations 218 

Residence,  four-party  line,  stations 8S 

Rural   party  line,  stations 170 

Switching  service   stations 119 


During  the  year  1917  the  plant  in  the  city  of  Virden  and 
vicinity  was  entirely  rebuilt  and  changed  from  the  magneto 
type  of  plant  to  a  modern  common  battery  system.     In  the 
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original  magneto  plant  a  portion  of  the  circuits  to 
subscribers  were  of  the  grounded  type,  using  one  wire  and 
the  earth  for  a  return  circuit.  When  the  plant  was  rebuilt 
all  of  the  city  circuits  were  changed  to  metallic  circuits 
and  equipped  with  common  battery  instruments.  The 
company  is  still  furnishing  switching  service  to  several 
rural  circuits  which  are  of  the  grounded  type. 

Changes  in  methods  of  operation  and  in  equipment, 
involving  not  only  the  installation  of  a  new  switchboard, 
the  stringing  of  new  lines  and  installation  of  new  tele- 
phones, but  also  radical  changes  In  operating  methods,  gave 
rise  to  a  considerable  number  of  service  complaints  and  an 
investigation  was  mad-'  by  the  Commission 'n  engineers  to 
determine  the  character  df  service  actually  furnished.  It 
was  found  that  the  complaints  \i'ere  justified,  from  the 
sobscribers'  standpoint,  and,  on  demand  by  the  city  of 
Virden,  a  supplementary  hearing  was  held. 

The  hearing  was  held  on  September  10,  1918,  the  Virden 
Home  Telephone  Company  being  represented  by  Mr.  O.  M. 
Burgess,  and  the  city  of  Virden  by  Mr.  Jam>:.s  H.  Murphy. 
Testimony  shows  that  the  unsatisfactory  character  bf  the 
service  was  due  to  conditions  which  were  then  beinij 
remedied  by  the  telephone  company,  and  which  involved 
the  entire  replacement  of  the  operating  force,  as  well  as 
naodifications  of  some  features  of  the  equipment  in  the 
central  office. 

The  inventorj'  and  appraisal  submitted  by  the  company 
has,  been  checked  by  the  Commission's  engineers  and  the 
checked- inventory  appraised.  The  reproduction  cost  new, 
using  average  prices  for  labor  and  material  for  a  five-year 
period  1912  to  1916,  inclusive,  and  including  Ihe  present 
stock  of  materials  and  supplies,  is  $64,473.  The  reproduc- 
tion cost  new,  less  depreciation,  including  the  present  stock 
of  materials  and  supplies,  is  $64,472. 

These  values  do  not  include  au  item  listed  by  the  company 
as  non-operating  property,  the  reproduction  cost  new  of 
which  is  $2,217.  This  item  represents  the  stock  of  magneto 
telephones  which  were  displaced  and  taken  out  of  service 
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in  Virden,  and  which  ai-e  carried  in  stock  by  the  telephone 
company  for  rehabilitation  and  installation  at  other  points. 
The  fact  that  this  abnormally  large  stock  of  jnagneto  tele- 
phones is  carried  at  Virden,  therefore,  is  a  matter  of  conven- 
ience only,  and  such  a  stock  of  magneto  telephones  may  not 
properly  be  considered  as  a  part  of  the  normal  stock  of 
materials  and  supplies  nwessary  for  the  furnishing  of  tele- 
phone service  in  a  common  battery  plant  such  as  Virden. 

In  connection  with  the  inventory  of  the  physical  portion 
of  the  plant,  the  Commission's  engineers  assigned  normal 
lives  to  its  several  component  parts.  These  nonual  lives 
were  compiled  into  a  table,  from  which  the  value  of  the 
annual  depreciation  now  occurring  in  the  entire  physical 
portion  of  the  plant  was  found  to  be  $3,839.  The  aver^t^ 
operating  expense  for  the  years  1915,  1916  and  1917, 
including  an  average  aimual  allowance  of  $703  made  to 
provide  a  reserve  against  depreciation,  is  .$7,767.  The 
average  total  operating  revenue  for  the  same  period  is 
$12,1'81,  Exclusive  of  bond  interest,  the  average  expendi- 
ture for  taxes,  interest  on  notes  and  miscellaneous  expenses 
for  the  years  1915,  1916  and  1917  is  $2,080,  Including  an 
allowance  adequate  to  provide  a  proper  reser\'e  for  depre- 
ciation, as  fixed  by  the  Commission's  engineers,  the  average 
operating  result,  thei'efore,  for  the  years  1915,  1916  and 
1917,  is  a  deficit  of  approximately  $800. 

After  carefully  considering  the  method  of  appraising  the 
plant,  taking  into  consideration  every  fact  and  circumstance 
bearing  upon  its  value,  and  making  due  allowance  fqr  the 
necessary  working  capital  and  present  stock  of  materials 
and  supplies,  the  Commission  is  of  the  opinion,  and  fln<ls, 
that  a  fair  value  of  the  property  used  and  useful  in  furnish- 
ing telephone  service  in  Virden  and  vicinity,  and  the  busi- 
ness attached  thereto,  including  every  element  of  value, 
tangible  and  intangible,  for  rate-making  purposes,  is  at 
least  $60,000  as  of  June  1,  1918. 

The  Commission  is  also  of  the  opinion,  and  finds  after 
careful  consideration,  that  a  sum  equal  to  fi.4  per  cent,  of 
the  cost  to  reproduce  the  entire  physical  property,  basetl 
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upon  an  average  for  labor  and  material  for  the  five-year 
period  from  1912  to  1916,  inclusive,  should  be  set  aside 
annually  to  provide  a  reserve  for  depreciation. 

Should  the  present  number  of  subscribers'  stations  bo 
maintained,  classified  and  distributed  in  accordance  with 
the  proposed  rate  schedule,  the  present  annual  operating 
revenue  will  be  increased  approximately  $4,000.  Including 
a  proper  allowance  to  provide  an  adequate  depreciation 
reserve,  as  determined  by  the  Commission,  tills  will  assure 
a  return,  over  all  expenses,  of  approximately  $3,198,  which 
is  5.3  per  cent,  of  the  fair  value  of  the  property  fixed  as  a 
basis  for  rate-making. 

It  is,  therefore,  ordered,  That  the  Virden  Home  Tele- 
phone Company  be,  and  the  same  hereby  is,  authorized  to 
discontinue  the  schedule  of  rates  now  in  effect  and  to  substi- 
tute therefor  the  following : 

Per  Tear 

Individnal   line,  business  telepbonee $36  00 

Two-party  line,  business  telephones 30  60 

Individnsl  line,  residence  telephones 24  00 

Two-party  line,  residence  telephones 21  00 

Foar-pKrty  line,  residence  telephones IS  00 

Business  extension  telephones j 6  00 

Residence  extension  telephones 6  00 

Extension  bells,  business  or  residence 3  00 

Extra  listing  of  name  in  directory 3  00 

Desk  telephones  in  residence,  in  addition  to  regular  rates 1  80 

Lodges,  club  rooms,  public  and  parochial  schools,  churches, 

hospitals  and  other  charitable  institutions  are  classified  as 

residraces. 

Private  branch  exchange  trunk 33  00 

Private  branch  exchange  switchboard 24  00 

Private  branch  exchange  telephones 6  00 

Ebrtra  mileage  for  line  extending  beyond  established  exchange  area: 

Individual  tine,  per  quarter  mite  or  fraction  thereof 4  00 

Two-party  line,  per  quarter  mile  or  fraction  thereof,  for  each 

snbseriber 2  25 

Party   line   rural    telephones 21  00 

Party  line  rural  service  stations 7  00 

Service  to  Qirnrd,  Illinois,  not  to  exceed  three  messages  of  three  ininutea 
each  in  any  one  day  from  any  telephone,  is  included  in  exchange  rate. 
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Additional  messages  and  overtime  on  all  messages  shall  be  paid  for  at 
regmlar  toll  rates. 

A  distount  of  25  cents  per  month  applies  to  the  rates  for  businns 
and  residence  telephones,  exclusive  of  extension  telephones,  if  payment 
is  made  monthly  on  or  before  the  fifteenth  day  of  the  current  month. 

A  disooant  of  26  cents  per  month  applies  to  the  rates  for  rural  party 
line  telephones  if  payment  is  made  quarterly  on  or  before  the  fifteenth 
day  of  the  second  month  of  the  current  quarter. 

A  discount  of  25  cents  per  quarter  applies  to  the  rates  for  rural  serv- 
ice stations  if  payment  is  made  quarterly  on  or  before  the  fifteenth  day 
of  the  second  month  of  the  current  qoarter. 

/*  is  furthei-  ordered,  'That  the  Virden  Home  Telephone 
Company  set  aside  annually,  as  a  reserve  against  depre- 
ciation, a  sum  equal  to  6.4  per  cent,  of  the  cost  to  reproduce 
the  entire  physical  property,  based  upon  an  average  for 
labor  and  material  for  the  five-year  period,  1&12  to  1916, 
inclusive. 

It  is  further  ordered,  That  the  Virden  Home  Telephone 
Company,  within  thirty  days  from  the  date  of  this  order, 
make  such  further  changes  and  modifications  in  operating 
routine  and  methods  in  its  system  at  Virden  as  may  be 
necessary  in  order  to  comply  with  the  standards  of  tele- 
phone service  established  by  the  Public  Utilities  Commis- 
sion, as  embodied  in  General  Order  No.  23'  (Conference 
Ruling  No.  18). 

It  is  further  ordered,  That  the  Virden  Home  Telephone 
Company    notify    the    secretary    of    the    Public    Utilities 
Commission,  in  writing,  within  five  days  after  it  has  fully  . 
complied  with  the  requirements  of  this  order  as  to  the 
improvement  in  telephone  service. 

It  is  further  ordered,  That  the  schedule  of  telephom; 
rates  authorized  herein  shall  be  filed,  posted  and  published 
by  the  Virden  Home  Telephone  Company  in  conformity 
with  Section  34  of  an  Act  to  Provide  for  the  Regulation  of 
Public  Utilities,  now  in  effect  in  Illinois,  and  with  General 
Order  No.  28t  (Conference  Ruling  No.  23)  of  the  Public 


•  See  Commission  Leafiet  No.  42,  p.  16. 
t  See  Commission  Leafiet  No.  54,  p.  21. 
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Utilities  Commission  of  Illinois ;  that  it  shall  be  designated 
as  I.  P.  U.  C.  No.  1,  and  shall  become  effective  as  of  October 
28,  1918. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
twenty-eighth  day  of  October,  1918. 


In  re  Application  of  Blub  Mound  Telephone  Company 
FOB  Authority  to  Change  Bates  fob  Sbemcb  in  Bi,ub 
Mound  and  Vicinity,  Macon  County. 

Case  No.  8167. 

Decided  October  28,  1918. 

berMUM  In  Ratw  Anthorls«d  —  6.8  Par  Cent  Allowsd  m  Bate  of 

IMnm  —  6.7  Per  Orat.  Fixed  for  Besorvo  for  Dspreci&Uoii  — 

Toll  Beveniiea  Included  in  Local  BeTonnes  in  Vlev 

of  Sin&U  Toll  FUnt  Owned. 

Applicant  songbt  authority  to  increase  its  preeent  schedule  of  ratee  by 
from  20  per  cent,  to  60  per  cent.  The  company's  appraisal  was  checked 
by  the  CcMrnnission'a  engineers,  and  the  reproduction  cost  new  of  the 
plant,  inclnding  a  small  portion  devoted  exclusively  to  toll  service,  using 
unit  prices  based  upon  averages  for  labor -and  material  for  the  five-year 
period,  1912  to  1916,  inclusive,  and  including  a  stock  of  materials  and 
sQppiies,  was  found  to  be  $39,454,  and  the  cost  of  reproduction  new,  less 
depreciation,  to  be  $29,470.  The  reproduction  cost  new  of  that  portion 
of  the  plant  devoted  exclusively  to  toll  service  was  $1,509,  and  the  repro- 
daetion  new  less  depreciation  was  $1,151.  The  annnal  depreciation  upon 
a  normal  life  baaia  was  estimated  by  the  Commission's  en^neers  to  be 
$2,552  on  the  exchange  portion  of  the  plant,  and  $111  on  the  toll  plant, 
pving  a  total  of  $2,663.  The  present  rates,  both  toll  and  local,  produced 
a  net  income  of  $1,310,  including  the  annual  allowance  for  depreciation 
as  fixed  by  the  Commission's  engineers.  Under  proposed  rates  the  operat- 
ing revenues,  including  toll,  which  amounted  to  54  per  cent,  of  the  net 
ioeome,  would  be  increased  approximately  $1,623,  giving  a  net  return 
over  all  expenses  of  $2,933. 

Held:  Tliat  tlic  proposed  rates  would  yield  a  return  of  8.4  per  cent,  of 
the  fair  property  value,  which  amount  was  not  justified,  and  a  schedule  of 
rates  as  set  forth  by  the  Commission  should  be  authorised  to  become 
effective,  such  schedule  producing  an  annual  return  of  $2,036,  or  5.8 
fez  eent 
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That  a  sum  equal  to  6.7  per  cent,  of  the  reproduction  cost  new  should 
be  set  aside  annually  to  provide  a  reserve  for  depreciation; 

That  since  the  company  owned  very  little  long  distance  or  toll  plant, 
the  annual  revenue  derived  from  long  distance  service  should  properly 
be  included  in  local  operating  revennes; 

That  the  fur  value  of  the  property,  used  and  useful  in  furnishing 
service,  and  the  business  attached  thereto,  including  every  element  of 
value,  tangible  and  intangible,  and  making  dne  allowance  for  necessary 
working  capital,  as  of  April  16,  191S,  was  estimated  to  be  $34,970. 

Opinion  and  Obdbb. 
On  May  17,  1918,  the  Blue  Mound  T(^lephone  Company 
filed  a  revised  schedule  of  rates  for  telephone  service  in 
Blue  Mound,  Macon  County,  Illinois,  and  vicinity.  A 
hearing  on  the  matter  being  ner;essary,  an  order  was 
entered  on  June  5, 1918,  suspending  the  placing  in  effect  of 
the,  proposed  rates  until  October  28,  1918.  The  present 
rates  in  Blue  Mound  and  vicinity  are  as  follows : 

P«r  Year 

Business  stations,  individual  line $15  00 

Residence  stations,  individual  line IS  00 

Rnral  stations,  party  line 15  00 

The  schedule  filed  proposes  to  discontinue  the  rates  now 
in  effect  and  to  place  in'effect,  in  lieu  thereof,  the  following: 

Per  Ytar 

Business,  individual  line,  stations   (city) $24  00 

Residence,  individual  line,  stations  (city) 18  00 

Business  or  residence  extension  telephone  stations 6  00 

Extension  bells 3  00 

Extra  mileage  for  line  extending  beyond  established  exchange 
area,  four-party,  each  quarter  mile  or  fraction  thereof,  per 

line '. 2  00 

Rural,  individual  line,  business  stations 24  00 

Rural,  multi-party  line,  stations 18  00 

The  matter  caine  on  for  a  hearing  before  the  Commission 
on  June  18,  1918.  The  Blue  Mound  Telephone  Company 
was  represented  by  Mr.  Ben.  B.  Boi/vton.  attorney,  Spring- 
field, Illinois,  and  no  objectors  to  the  proposed  rates 
appeared.     The  company  introduced,  as  exliibits,  revenue 
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aud  expense  statemeiil  for  the  year  ending  December  31, 
1917,  an  inventory  ana  appraisal  of  the  property  involved, 
and  proof  of  publication,  as  required  by  law,  of  the  pro- 
posed advance  in  ratfes. 

Testimony  as  offered  states  that  the  rates  now  in  effect 
do  not  provide  revenue  sufficient  to  cover  operating 
expenses,  provide  adequate  reserve  against  depreciation, 
and  pay  a  reasonable  return.  The  sei-vice  furnished  ia 
classified  as  follows,  and  includes  the  operation  of  approxi- 
mately 427  telephone  stations : 

Biuiness  stations,  individual  line 40 

Resideiice  stations,  individual  line 128 

Rural  stationg,  individDal  linq,  business 7 

Rural  stationa,  multi-party  line 252 

TOTAL  427 

The  system  in  use  is  of  the  magneto  type,  with  metallic 
circuits  to  the  subscribers'  stations.  The  inventory  of 
plant,  as  filed,  has  been  checked  and  the  checked  inventory 
appraised  by  the  Commission's  engineers.  The  cost  to 
reproduce  the  physical  portion  of  the  property  new, 
including  a  small  portion  devoted  exclusively  to  toll,  using 
unit  prices  based  upon  averages  for  labor  and  material  for 
the  five-year  period,  1912  to  1916,  inclusive,  and  the  stock 
of  materials  and  supplies,  was  found  to  be  $39,4*^4,  and  the 
cost  to  reproduce  new,  less  depreciation,  $2S,470.  The 
reproduction  cost  new  of  that  portion  of  the  plant  devoted 
exclusively  to  toll  service,  is  $1,509  and  the  reproduction 
cost  new,  less  depreciation,  $1,151. 

In  connection  with  the  inventory  of  the  physical  portion 
of  the  plant,  the  Coomiission's  engineers  assigned  normal 
lives  to  its  several  component  parts.  Tliese  were  compiled 
into  a  table,  from  which  the  value  of  the  annual  depreciation 
now  occurring  in  the  exchange  portion  of  the  plant  was 
found  to  be  $2,552,  and  in  the  toll  plant  $111,  a  total  of 
$2,663,  which  is  6.7  per  cent,  of  the  cost  to  reproduce  the 
entire  physical  property,  based  upon  an  average  for  laboi- 
and  material  for  the  five-year  period,  1912  to  1916,  inclusive. 
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The  total  annual  operating  expense,  including  taxes  paid, 
for  the  year  ending  December  31,  1917,  as  shown  by  the 
record,  was  $6,294.22.  There  is  no  method  of  effecting  a 
separation  between  the  local  operating  expense  and  expense 
c-hargeable  exclusively  to  the  toll  plant.  This  amount 
includes  an  allowance  to  provide  reserve  against  deprecia- 
tion of  $2,400,  while  the  proper  annual  allowance  for  tliis 
purpose,  in  the  entire  plant,  as  determined  by  the  Conunis- 
sion's  engineers,  is  $2,663.  On  this  basis  the  annual 
operating  expenses  for  the  year  ending  December  31,  1917. 
are  approximately  $6,557.22. 

The  record  shows  that  the  Blue  Mound  Telephone 
Company  owns  very  little  long  distance  or  toll  plant  and 
the  annual  revenm;  derived  from  long  distance  service 
furnished  may  properly  be  included,  for  that  reason,  iii 
local  operating  revenues. 

The  rates  now  in  effect  produced,  for  the  year  ending 
December  31, 1917,  an  operating  revenue,  including  toll  and 
miscellaneous,  of  approximately  $7,867,  resulting  in  an 
operating  profit,  on  the  basis  of  actual  expenses,  including 
the  annuid  allowance  for  depreciation  as  tixed  by  the 
Conunission's  engineers,  of  $1,310. 

After  carefully  considering  the  method  of  appraising  the 
plant  and  taking  into  consideration  every  fact  and  eircran- 
stance  bearing  upon  its  value,  making  due  allowance  for 
necessary  working  capital,  the  Commission  is  of  the  opinion, 
and  finds,  that  a  fair  value  of  the  property  used  and  useful 
in  furnishing  telephone  service  in  Blue  Mound  and  vicinity, 
and  the  business  attached  thereto,  inclnding  every  element 
of  value,  tangible  and  intangible,  for  rate-making  purposes, 
is  $34,970  as  of  April  16,  1918.  The  net  income  producwl 
by  the  present  rates,  both  toll  and  local,  $1,310  per  annum. 
is  approximately  3.7  per  cent,  of  this  value  of  the  property. 

Should  the  present  number  of  subscribers'  stations  be 
maintained,  classified  and  distributed  in  accordance  ■nith 
llie  proposed  rates,  the  total  aimual  operating  revenue, 
including   toll,   will   be   increased   approximately   $1,623. 
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Ineluding  a  proper  ailowancp  to  provide  a  reserve  against 
depreciation  in  the  operating  expense,  this  vrill  assure  a 
return,  over  all  expenses,  of  approximately  $2,933,  which 
is  8.4  per  cent,  of  the  fair  property  value  as  a  basis  for  rate- 
making. 

This  comprises  the  net  return  from  local  service  and 
miscellaneous  sources,  plus  the  toll  revenue.  The  annual 
toll  revenue,  $1,616.27,  is  more  than  54  per  cent,  of  the  total 
net  income.  Since  the  plant  devoted  exclusively  to  toll 
service  is  a  small  portion  of  the  entire  property,  approxi- 

■  mately  3  per  cent,  the  toll  revenue  is,  in  fact,  almost  wholly, 
an  additional  return  upon  the  operations  of  the  exchange 
property.  The  proposed  rates,  since  they  will  increase  the 
onnnat  net  return  to  approximately  8.4  per  cent,  of  the  fair 
value  of  the  property  for  rate-making,  exclusive  of  the 
allowance  to  provide  an  adequate  reserve  for  depreciation, 
are  not  justified. 

After  carefully  considering  the  matter  and  giving  due 
weight  to  all  factors  involved,  the  Commission  is  of  the 
opinion,  and  finds,  that  a  modification  of  the  proposect 
schedule  of  rates  for  telephone  ser\'ice,  as  given  below,  will 
produce  an  annual  return  of  approximately  $2,036,  which 
is  5.8  per  cent,  of  the  fair  value  of  the  property  fixed  for 
rate-making  purposes : 

Per  Year 

Basinesa,  individual  lin«,  stationB  (city) $21  00 

R«sidence,  individual  tine,  stations  (city) 18  00 

Bosiness  or  residence  extension  telephone  stations 6  00 

Extension  bells   3  00 

Extra  mileage,  for  line  extending  beyond  established  exchange 
area,    four-party,    each   quarter   mile   or   fraction    thereof, 

per  line  2  00 

Bnral,  individual  line,  business  stations 21  00 

Raral,  mnlti-party  line,  stations 15  00 

The  Commission  is  also  of  the  opinion,  and  finds,  after 
careful  consideration,  that  a  sum  equal  to  6.7  per  cent. 
of  the  cost  to  reproduce  the  entire  physical  property,  based 
upon  an  average  for  labor  and  material  for  a  five-year 
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period,  1912  to  1916,  hiclusivo,  should  I)ft  sot  aside  annnally 
to  providt^  a  reserve  against  depreciation.. 

/( is,  therefore,  ordered,  That  the  Blue  Mound  Telephone 
Company  be,  and  the  same  hereby  is,  authorized  to  discon- 
tinue the  schedule  of  rates  now  in  effect  and  to  suKstitute 
therefor  the  following: 

Per  Year 

BuBineBS,  individual  line,  etatione   (city) $21  00 

Residence,  individual  line,  stations  (city) 18  00 

BaBiness  or  residence  extension  telephone  stations. .' 6  00 

Extension  bells    3  00 

Extra  mileage,  for  line  extending  beyond  established  exchange 
area,    four-party,   each   quarter   mile   or   fraction   thereof, 

per  line 2  00 

Roral,  individual  line,  business  stations 21  00 

Rural,  multi-party  line,  stations 15  00 

It  is  further  ordered,  That  the  Blue  Mound  Telephone 
Company  eet  aside  annually,  as  a  reserve  against  depre- 
ciation, a  sum  equal  to  6.7  per  cent,  of  the  cost  to  repro- 
duce the  entire  physical  property,  based  upon  an  average 
for  labor  and  material  for  the  five-year  period,  1912  to 
1916,  inclusive. 

It  is  further  ordered,  That  the  new  schedule  of  telephonf 
rates  authorized  herein  shall  be  filed,  posted  and  pabJished 
by  the  Blue  Mound  Telephone  Company  in  conformity  witli 
Section  34  of  an  Act  to  Provide  for  the  Regulation  of  Pub- 
lic Utilities,  now  in  effect  in  Illinois,  and  with  General 
Order  No.  28*  (Conference  Ruling  No.  23)  of  the  Public 
Utilities  Commission  of  Illinois ;  that  it  shall  be  designated 
I.  P.  U.  C.  No.  1,  and  shall  become  effective  as  of  November 
1,  1918. 

By  order  of  the  Commission,  at  Spnngfield,  Illinois,  this 
twenty-eighth  day  of  October,  1918. 


■  See  Commission  Leaflet  No,  54,  p.  21. 
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In  re  Application  ok  National  Telephone  and  Electric 
Company  of  Cunton  for  an  OuDEit  Authokizing  the 
Issue  of  P.rei'Tlrrbd  Stock,  First  Mortgage  Bokds, 
'Second  Mortgage  Bonds,  etc. 

Case  No,  8229. 

Decided  October  28,  191S. 

Isme  of  7  Per  Oant.  Pief erred.  Stock  at  Far  Aathorlzed  —  Issno  of 
6  For  Oflnt.  Tmntar-TBU  First  Uortgage  Bonds  at  10  Per  Oent. 
Disconnt  Antborized  —  lasne  of  6  Per  Oent.  Serenteen-Teftr 
Second  Mortgage  Bonds  »t  10  Per  Cent  Disconnt  Author- 
is«d  —  Valvo  of  Alwndoned  Plant  AaAorixed  Amor- 
tised—  Disconnt  and  Expenses  Incurred  in  Bale 
of  Bonds  Anthorised  Amortized  or  Charged 
to  Profit  and  Loss. 
Held:  That  applicant  shonld  be  aathorized  to  wane  its  7  per  cent, 
preferred  stock  in  the  sotn  of  $225,000  to  be  sold  at  not  less  than  par; 
That  applicant  should  be  antborized  to  issue  its  6  per  cent,  twen^- 
year  first  mortgage  bonds  in  the  snm  of  $12,000,   redeemable  at  the 
end  of  five  years,  or  at  any  interest  paying  date,  to  be  sold  at  not 
less  than  90  per  cent,  of  the  par  value;  and  to  issne  its  6  per  cent, 
serenteen-year  second  mortgage  bonds  in  the  sum  of  $100,000,  redeem- 
able at  the  end  of  five  years  or  any  interest  paying  date,  to  be  sold  at 
not  less  than  90   per  cent,  of  the  par  value;   the  proceeds  from  the 
sale  of  these  bonds  to  be  used  in  rehabilitating  the  plant; 

That,  the  valne  of  the  abandoned  plant,  or  $53,967.19,  should  be  amor- 
tized at  the  rate  of  5  per  cent,  per  year  for  twenty  years,'  and  the 
company  should  retire  and  cancel  each  year  stocks  and  bonds  equal 
to  1/20  of  the  snni,  bnt  not  to  the  extent  that  expenditures  are  made 
for  new  construction,  extensions,  improvements  or  additions; 

That  all  discounts,  commissions  and  expenses  incurred  in  the  issne  of 
the  bonds  should  be  authorized  to  be  amortized  out  of  the  income  of 
the  company  by  equal  annual  installments  sufficient  to  amortize  the 
entire  snm  before  January  1,  1935,  but  the  applicant  might  at  any 
time  at  its  option  charge  the  entire  amount  remaining  unamortized  to 
profit  and  loss. 

Opinion  and  Order, 

The  application  filed  herpin  states  that  the  National 

Telephone  and  Electric  Company,  of  Clinton,  Illinois,  is 

a  public  utility,  engaged  in  the  operation  of  a  telephone 

fvstem  in  Clinton,  Farmer  City,  Mansfield,  Weldon,  Ken- 
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iiey  and  WayiH*svill(>,  Illinois,  and  vicinities,  and  that,  as 
such  public  utility  it  is  subject  to  the  provisions  of  an  Aet 
to  Provide  for  the  Regulation  of  Public  Utilities. 

The  application  asks  for  an  order  authorizing  the  isBue 
by  the  National  Telephone  and  Electric  Company  of  its 
7  per  cent,  preferred  stock  in  the  aggregate  amount  of 
$225,000;  of  its  first  mortgage  6  per  cent,  gold  bonds  in 
the  aggregate  amount  of  $12,000,  par  value,  each  of  said 
bonds  hearing  date  of  January  L  1915,  and  maturing  Janu- 
ary 1,  1935,  bearing  interest  at  the  rate  of  6  per  cent,  per 
annum,  payable  seyii-annually,  and  secured  by  a  first  mort- 
gage or  deed  of  trust  to  George  B.  Marvel,  as  trustee,  and 
redeemable  at  the  end  of  five  years  from  the  date  thereoi"', 
or  at  any  interest  paying  date  thereafter,  at  par  and  accrued 
-  interest ;  and  of  its  second  mortgage  6  per  cent,  gold  bonds 
in  the  aggregate  amount  of  $100,000,  par  value,  each  of  said 
bonds  being  of  the  par  value  of  $500,  dated  January  1, 
1918,  and  maturing  January  1,  1935,  bearing  interest  at 
the  rate  of  6  per  cent,  per  annum,  payable  semi-annually, 
and  secured  by  a  second  mortgage  or  deed  of  trust  to 
Gleorge  B.  Marvel,  as  trustee,  and  redeemable  at  the  end 
of  five  years  from  the  date  thereof,  or  at  any  interest 
paying  date  thereafter,  at  par  and  accrued  interest,  and 
consenting  to,  and  approving,  the  execution  of  its  second 
mortgage  or  deed  of  trust  to  .Ueorgt^  B.  Marvel,  as  trustee, 
to  secure  the  said  second  mortgage  bonds.  The  $12,000, 
par  value,  first  mortgage  6  per  cent,  gold  bonds  is  the 
unissued  portion  of  the  $100,000,  par  value,  first  mortgage! 
(i  per  cent,  gold  bonds  authorized  by  this  Commission's 
order  No.  3274. 

This  matter  came  on  for  hearing  before  the  Commission 
on  June  20,  1918.  The  National  Telephone  and  Electric 
Company  was  represented  at  the  hearing  by  Mr.  B.  B. 
Boynton  and  Mr.  O.  U.  Chradle,  attorneys.  The  petitioner 
having  introduced 'at  said  hearing  such  testimony  and  evi- 
dence as  it  considered  necessary  to  fully  present  the  mat- 
ter to  the  Commission,  and  having  furnished  such  informa- 
tion in  regard  to  the  application  as  the  Commission  required, 
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and  the  Commission  iiaving  carofully  considfred  the  appli- 
cation, the  exhibits  introduced  in  connection  therewith, 
and  the  testimony  presented  at  the  hearing,  and  being  fnlly 
advised  in  the  premises,  finds  as  follows: 

1.  That  the  National  Telephone  and  Electric  Company 
was  ineorpoiated  niulcr  the  laws  of  the  District  of  Colum- 
bia October  1, 1904,  for  the  purpose  of  carrying  on  a  general 
telephone  business  in  the  cities  of  Clinton,  Farmer  Citr^', 
Mansfield,  Weldon,  Kenney  and  Waynesville  and  \'iciDi- 
ties;  that  it  is  a  public  utility  within  the  meaning  of  Section 
10,  Article  1  of  an  Act  to  Provide  for  the  Regulation  of 
Public  Utilities,  now  in  force  in  Illinois;  thatdt  is  engaged 
in  the  operation  of  a  telephone  system;  that  its  authorized 
capital  stock  is  $100,000,  all  of  which  is  outstanding;  that, 
it  was  authorized  by  this  Commission,  in  Case  No.  3274, 
to  issue  its  first  mortgage  6  per  cent.  goM  bonds  in  the 
amount  of  $88,0C0  under  its  first  mortgage  dated  as  of 
the  first  day  of  January,  1915,  to  secure  an  issue  of  $100,- 
fJOO  of  said  bond.s.  and  that  of  said  amount  the  petitioner 
has  issued  bonds  in  the  amount  of  $83,oC)0,  par  value, 

2.  That  owing  to  the  depreciated  condition  of  the  prop- 
erty, it  is  now  necefsary  to  secure  funds  with  which  to 
rebuild,  rehabilitate,  and  extend  it  in  order  that  the  National 
Telephone  and  Electric  Company,  the  petitioner,  may  be 
(iiabled  to  serve  the  commmiities  in  which  it  is  operating 
with  a  more  satisfactory  standard  of  telephone  service. 
Also,  that  the  present  condition  of  the  plant  of  the  National 
Telephone  and  Electric  Company,  with  the  exception  of 
that  portion  of  the  plant  found  in  Waynesville  and  vicinity, 
is  in  such  condition,  due  to  neglected  maintenance,  that  it 
is  practically  impossible  to  effect  temporary  repairs  ade- 
quate to  render  possible  the  character  of  telephone  serv- 
ice required  by  the  standard  of  service  rules  of  this 
('oinmission. 

3.  That  the  petitioner,  the  National  Telephone  and  Elec- 
tric Company,  has  made  a  thorough  engineering  survey 
of  the  essential  necessary  construction  required  to  rehabili- 
tate th<>  jilant  and  to  make  immediate  extensions  as  such 
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are  required  and  has  iiled  a  detailed  report  with  maps, 
showing  that  the  funds  required  to  be  realized  from  the 
proposed  issue  of  securities,  if  authorized,  are  as  follows : 

For  construction,  extenaion  or  improvement  of,  or  addition 
to  facilities $283,532  81 

For  replacements  of  worn  out,  inefficient  and  obsolete 
equipment    53,967  39 

TOTAL $337,500  00 

This  estimate  has  been  checked  by  the  engineering  depart- 
ment of  the  Commission  and  has  been  found  to  reason- 
ably cover  the  present  day  cost  of  the  construction  deemed 
necessary.  The  engineering  plans  presented'  fay  the  peti- 
tioner at  the  hearing  have  also  been  cheeked  and  have  been 
found  to  be  conservative  and  reasonably  well  prepared. 
The  engineering  scheme  submitted  by  the  petitioner 
includes  practically  the  entire  rehabilitation  of  the  plant, 
and  it  appears  that  the  completion  of  the  proposed  rehabiJi- 
tation  of  said  plant  will  accord  \^ith  the  public  interest  in 
that  adequate  telephone  service  in  the  communities  above- 
mentioned  will  thus  bo  made  possible. 

4.  The  engineering  plan  submitted  by  the  petitioner 
involves  the  replacement  of  certain  portions  of  the  plant 
now  carried  on  the  books  of  the  company  at  a  total  valua- 
tion of  $63,466.83,  as  authorized  by  this  Commission  in 
Case  No.  3274.  In  the  plant  so  replaced  there  is  an  esti- 
mated salvage  value  of  $9,499.64,  leaving  a  net  charge  to 
depreciation,  provided  this  portion  of  the  plant  is  replaced, 
of  $53,967.19.  The  petitioner,  the  National  Telephone 
and  Electric  Company,  also  asks  that  authority  be  given  to 
amortize  the  total  amount  of  this  ret  charge  to  deprecia- 
tion, $53,967.19,  over  a  period  of  tw-enty  years,  by  retiring 
annually  stock  or  bonds,  or  both  stock  and  bonds,  equal 
to  one-twentieth  of  said  total  amount,  or  by  adding  to  th*- 
])lant  each  year  the  pame  amount  in  peiinanent  construc- 
tion not  to  be  capitalized  and  not  included  in  the  construc- 
tion covered  by  the  estimate  submitted. 
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5.  That  the  preliminary  steps  for  the  issuance  of  the  7 
per  cent,  preferred  stock  in  the  aggregate  amount  of  $225,- 
000  have  been  taken  at  a  meeting  of  the  stockholders  of  the 
company  called  for  that  purpose. 

The  Commission,  having  given  due  consideration  to  the 
t'videnee  offered  and  exhibits  filed  at  the  liearing,  and  being 
'  tully  advised  in  the  mutter,  is  of  the  opinion,  and  finds,  that 
the  issuance  by  the  s^aid  National  Telephone  and  Electric 
Company  of  its  7  per  cent,  preferred  stock  in  the  aggregate 
amount  of  $225,000;  its  first  mortgage  6  per  cent,  gold 
bonds  in  the  aggregate  amount  of  $12,000 ;  and  its  second 
mortgage  6  per  cent,  gold  bonds  in  the  aggregate  amount 
of  $100,000,  are  reasonably  necessary  to  Secure  funds  with 
which  to  rehabilitate  its  plant  (in  accordance  with  the  esti- 
mates shown  in  Table  I.  hereinafter  set  forth),  and  to 
prevent  a  breakdown  .of  the  telephone  service  in  the  com- 
manities  in  which  it  operates. 


DigilizcdbyGOOglc 


Illinois  Public  Utilities  Commission. 


I 


iililiii 

fllllllltlH 

lllllllljlll 


DiBilizcdbjGOOglc 


Appucation  of  National  Tel.  and  Eleothic  Co.    339 

.   L.  8S] 

//  is,  therefore,  ordered  hy  the  Pttblic  Utilities  Com- 
mission of  Illinois,  as  foUoxv.i: 

Suction  1.  That  the  petitioner,  the  National  Telephone 
and  Electric  Company  he,  and  it  hereby  is,  authorized  to 
issue  its  7  per  cent,  preferred  stock  in  the  aggregate  amount 
of  $225,000;  its  first  mortgage  6  per  cent  gold  bonds  in 
the  aggregate  amount  of  $12,000,  par  value,  each  of  said 
bonds  bearing  date  as  of  January  1,  1915,  and  maturing 
January  1,  1935,  bearing  interest  at  the  rate  of  6  per  cent. 
per  annum,  payable  semi-annually,  and  secured  by  a  first 
mortgrage  or  deed  of  trust  to  George  B.  Marvel,  as  trustee, 
and  redeemable  at  the  end-  of  five  years  from  the  date 
thereof,  or  at  any  interest  paying  date  thereafter,  at  par 
and  accrued  interest;  and  its  second  mortgage  6  per  cent. 
go\A  bonds  in  the  aggregate  amount  of  $100,000,  par  value, 
each  of  said  bonds  being  of  the  par  value  of  $500,  dated 
as  of  January  1,  1918,  and  maturing  January  1,  1935, 
bearing  interest  at  the  rate  of  6  per  cent,  per  annum,  pay- 
able semi-annually,  and  secured  by  a  second  mortgage  or 
deed  of  trust  to  George  B.  Marvel,  as  trustee,  and  redeem- 
able at  the  end  of  five  years  from  the  date  thereof,  or  at  any 
interest  paying  date  thereafter,  at  par  and  accrued  interest. 

Section  2.  That  the  petitioner,  the  National  Telephone 
and  Electric  Company,  shall  sell  said  preferred  stock 
herein  authorized,  for  cash,  at  not  less  than  the  par  value 
thereof;  it  shall  sell  the  first  and  the  second  mortgage  bonds 
authorized  by  this  order,  for  cash,  at  not  less  than  90 
per  cent  of  the  par  value  thereof,  plus  accrued  interest, 
and  the  proceeds  derived  from  the  sale  of  said  bonds  shall 
be  nsed  only  for  the  purpose  of  rehabilitating  the  telephone 
plant  of  the  petitioner,  as  hereinabove  outlined. 

Section  3.  That  the  plant  and  equipment  accounts  of  the 
petitioner  shall  be  reduced  hy  crediting  thereto  the  sum  of 
^•iS^SOT-lO,  being  the  accrued  depreciation  at  the  present 
time,  on  that  portion  of  the  plant  which  is  to  be  rehabiH- 
tated;  that  Account  No.  107,  Other  Debit  Accounts,  shall 
be  concurrently  charged  with  a  like  amount,  which  amount 
shall  be  amortized  out  of  the  income  of  the  said  National ' 
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Telephone  and  Electric  Company  over  a  period  of  twenty 
years  by  a  charge  to  Account  No.  604,  Other  Maintenance 
Expenses,  each  year  of  an  anionnt  equal  to  one-twentieth 
of  said  total  amount;  that  the  company  may  at  any  time 
before  the  expiration  of  the  twenty  yeara,  charge  to  pro6t 
and  loss,  the  total  amount  remaining  unamortized ;  that  the 
company  shall  retire  and  cancel  each  year,  outstanding 
stock  or  bonds,  or  both  stock  and  bonds,  equal  ■  to  one- 
twentieth  of  $53,967.19,  provided,  Jiowever,  that  it  shall  not 
be  required  to  retire  and  cancel  stock  or  bonds,  or  both 
stock  and  bonds,  to  the  extent  that  expenditures  are  made 
for  new  construction,  extensions,  improvements  of  addi- 
tions to  its  property,  during  such  year  (other  than  those 
expenditures  included  in  the  rehabilitation  plan  submitted 
in  this  case). 

'Section  4.  That  all  discounts,  commissions  and  expenses 
incurred  in  the  issue  and  sale  of  the  first  mort^iage  6  per 
cent,  gold  bonds  and  the  second  mol*tgage  6  per  cent,  gold 
bonds  herein  authorized  shall  be  amortized  outof  the  income 
of  the  company  by  equal  annual  installments  sufficient  to 
amortize  the  entire  sum  before  January  1,  1935;  but  the 
petitioner  may  at  any  time  at  its  option  charge  the  entire 
amount  remaining  unamortized'  to  profit  and  loss. 

Section  5.  That  the  petitioner,  tiie  National  Telephone 
and  Electric  Company,  shall  keep  separate,  true  and 
accurate  accounts  showing  the  receipt  and  application, 
in  detail,  of  the  proceeds  of  the  sale  or  disposal  of  the 
stock  and  bonds  hereby  authorized  to  be  issued  by  it,  and 
at  the  end  of  every  sixty  days  from  the  date  hereof,  shall 
make  verified  report  to  this  Commission  stating  the  amount 
of  the  stock  and  bonds  issued,  the  terms  and  conditions 
of  sale  or  disposal,  the  moneys  realized  therefrom,  and  the 
use  and  application  of  such  moneys;  and  the  accounts, 
vouchers  and  records  of  said  company,  in  connection  there- 
with, shall  be  open  to  audit  and  may  be  examined  from  time 
to  time  by  accountants  and  examiners  desijmated  for  that 
purpose  by  the  Public  Utilities  Commission  of  Illinois. 
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Section  6.  TImt  tii*  petitioner,  the  National  Telephone 
and  Electric  Company,  before  the  delivery  of  the  stock 
and  bonds  hereby  authorized  to  be  issued  bv  it,  shall  cause 
to  be  printed,  stamped  or  engraved  on  the  face  of  each  of 
said  stock  certificates  and  each  of  said  bonds,  for  the  proper 
and  easy  identification  thereof,  the  following: 

"PXTBLIC  UTILITIES  COMMISSION  OF  ILLINOIS. 

AUTHORIZATION  NO.  728. 

October,  1918." 

Section  7.  That  tlie  petitioner,  the  National  Telephone 
and  Electric  Company  be,  and  it  hereby  is,  authorized  to 
execute  and-  deliver  a  second  mortgage  or  deed  of  trust 
on  all  of  its  property  to  George  B.  Marvel,  as  trustee,  to 
secure  the  second  mortgage  bonds  above-mentioned,  said 
mortgage  or  trust  deed  to  be .  substantially  in  accordance 
with  the  form  submitted  with  the  application  herein  marked 
exhibit  B. 

Section  8.  That  .within  ten  days  after  service  upon  it 
of  a  copy  of  this  order,  the  petitioner,  the  National  Tele- 
phone and  Electric  Company,  shall  notify  the  Public  Utili- 
ties Commission  of  Illinois  whether  the  terms  of  this  order 
are  accepted  an<l  will  be  obeyed. 

It  is  further  ordered,  That  the  petitioner,  the  National 
Telephone  and  Electric  Company,  be,  and  it  is  hereby, 
charged  an  amount  equal  to  10  cents  for  every  $100,  par 
value,  of  the  bonds  authorized  by  this  order  to.be  issued, 
and  the  same  shall  be  paid  into  the  State  Treasury  before 
any  of  said  bonds  shall  be  issued*. 

By  order  of  the  Commission,  at  Springfield,  Illinois, 
this  twenty-eight  day  of  October,  1918. 
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In  re  Joint  Application  of  Central  Illinois  Indepkn- 
DEXT  Telephone  Company  and  Faemebs  Mutual  Tele- 
phone Company  of  Lostant  for  Approval  op  Istbr- 
CORPOEATE  Contract. 

Case  No.  8243. 
Decided  October  28,  1918. 

T<dl  Batu  Eqnml  to  Those  of  Oompetlng  Parallel  Line  Aathorlied  — 
Intermchange  HeaBsgee  Beetiicted  to  One  of  Two  Poaelble  Kontaa 
—  Division  td  ToQ  Bermme  Prescribed  —  Toll  Ohugee  Addl- 
tiotutl  to  Begnlur  Kktes  on  Hessages  from  or  to  Oompanr  in 
suae  Town  PhsrsiMUy  Connected  irith  fixclunge  luving       • 
Lobs  Distance  Oonnectioni  Anthorlied  —  Amoont 
of  Preferential  Tariff  Agreed  upon  by  Oom- 
p&nles  not  Passed  upon  by  Oommlasion 
—  Division    of    Sadi    Tarilf    Pre- 
scribed —  PhTsical    Oonnection 
Restricted  to  Toll  Business. 
The     Central     Illinois     Independent     Telephone     Company,     having 
exchanges   at    Wenona   and    Lostant,    and    Farmers   Mnto^    Telephone 
Company,  having  an  exchange  et  Lostant,  songht  an  order  approving 
a  contract  between  them  covering  the  handling  of  toll  telephone  messages 
between  the  exchange  system  of  the  Farmers  Mntual  company  snd  c<»n- 
bined  telephone  systems  in  Wenona;  also  an  order  covering  the  estab- 
lishment of  a  preferential  tariff  on  toll  messages  between  points  reached 
by  the  system  of  the  Central  Illinois  company  and  connecting  compan'es. 
except  at  Wenona,  and  the  system  of  the  Farmers  Mntnal  company  at 


The  Farmers  Mutual  company  owns  jointly  with  the  Wenona  Telephone 
Company  a  toll  line  between  Wenona  and  Lostant.  The  Central  Ilbnois 
company  has  been  authorised*  to  purchase  the  property  of  the  Wenona 
company.  The  consolidation  of,  the  competing  systema  at  Wenona  vrill 
afford  the  Farmers  company  a  choice  of  two  rontes  for  toll  messages 
from  Lostant  to  Wenona,  one  over  the  jointly  owned  toll  line  now 
terminating  in  the  present  exchange  of  the  Wenona  company,  and  the 
other  by  means  of  a  physical  connection  at  Lostant,  through  the  two 
exchanges  of  the  Central  Illinois  company  at  Lostant  and  Wenona, 
tt^ether  with  its  connecting  toll  circuits. 

Held:  That  the  present  jointlj-  owned  toll  line  between  the  exchange 
of  the  Fanners  company  at  Lostant  and  the  present  exchange  of  the 
Wenona  company,  upon  the  completion  of  the  proposed  consolidation 

*  Spe  Uifra,  p.  .S49. 
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of  the  competing  sy6t«ro3  in  Wenona,  wonld  afford  adequate  facilities 
for  handling  toll  messages  between  the  lines  of  the  Farmers  Mntual 
company  at  Lostaut  and  Wenona,  and  that  the  toll  rate  for  messages 
between  these  two  points,  routed  via  this  jointly  owned  circuit,  should 
properly  be  made  equal  to  the  present  rate  charged  by  the  Central 
Illinois  company  for  messages  between  the  same  pointti  over  its  toll 
circuits ; 

That  such  present  jointly  owned  toll  line  should  be  used  exclusively 
for  toll  messages  terminating  in  Wenona  and  Lostant  and  originating 
or  going  to  the  Farmers  company's  line,  and  for.  messages  routed  via 
this  line  of  not  more  than  3  minutes'  duration  a  toll  rate  of  10  cents 
shoald  be  established,  with  an  additional  chai^  of  5  cents  for  each 
additional  2  minutes,  25  per  cent,  of  the  entire  toll  charge  on  each 
message  to  be  paid  to  the  company  upon  whose  lines  the  message 
originated,  the  balance  to  be  divided  in  proportion  to  the  mileage  in 
the  jointly  owned  toll  circuit  owned  by  each; 

That  on  all  toll  messages  originating  on  the  lines  of  the  Central 
Illinois  company  and  connecting  companies  from  points  other  than 
Wenona  and  Lostant,  routed  via  Lostant  to  the  lines  of  the  Fanners 
company,  there  should  he  charged  in  addition  to  the  present  regular 
toll  rates  between  Lostant  and  the  other  points  connected,  5  cents  on  all 
messages  originating  at  points  less  than  60  miles  distant,  10  cents  on 
all  messages  originating  at  points  less  than  100  or  more  than  50  miles  dis- 
tant, and  IS  cents  on  all  messages  originating  at  points  more  than  100 
miles;  and  5  cents  of  this  additional  tariff  should  be  paid  for  each  message 
so  routed  to  the  Farmers  Mutual  company,  the  balance  of  the  tariff 
to  be  retained  by  the  Central  Illinois  company.  On  all  messages  originat- 
ing on  the  lines  of  the  Farmers  company  and  routed  via  the  Central 
Illinois  company's  exchange  at  Lostant  to  points  other  than  Lostant 
and  Wenona  there  should  be  similar  excess  charges,  but  the  Central 
Illinois  company  should  receive  the  regular  toll  rate  from  Lostant  to 
destination  plus  the  entire  additional  tarifE  speciftcd; 

That  the  proposed  preferential  tariff  on  toll  messages  ori^nating  or 
tcnninating  in  the  telephone  system  of  the  Farmers  Mutual  company 
al  Lostant,  routed  via  the  Central  Illinois  company's  exchange  at  Lostant, 
its  toil  lines  and  those  of  connecting  companies,  excepting  messages 
terminating  or  originating  in  Wenona  or  Lostant,  was  in  accord  with 
public  policy  where  physical  connection  was  established  between  two 
systems  to  afford  a  toll  outlet  for  the  smaller  system,  and  should  be 
established  for  these  reasons; 

That  the  preferential  tariff  havii^  been  made  the  subject  of  an  executed 
agreement  between  the  two  companies,  and  so  arranged  as  to  afford 
proper  mntnal  protection,  it  was  not  necessary  for  the  Commission  to 
paw  upon  the  propriety  of  the  specified  amounts  to  be  charged  as  addi- 
tional tariff,   bat  the  Conunission  reserved  jurisdiction  as  to  the  finifi  ■ 
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determination  of  the  preferential  taritf  charged  on  toll  messc^^  between 
the  competing  systems  in  Lostant; 

That  the  physical  connection  between  the  competing  exchanges  io 
Lostant  should  be  nsed  for  toll  business  only. 

Opinion  and  Order. 

A  joint  petition  filed  by  the  Central  Illinois  Independent 
Telephone  Company,  having  its  principal  office  at  Rutland, 
Dlinois,  and  exchanges  in  Wenona  and  Lostant,  and  the 
Farmers  Mutual  Telephone  Company  of  Lostant,  having 
its  principal  of&ce  at  Lostant,  Illinois,  both  Illinois  corpora- 
tions, asks  the  issuance  of  an  order  approving  a  contract 
between  petitioners,  dated  May  28,  1918,  covering  the 
handling  of  toll  telephone  messages  between  the  exchange 
system  of  the  Farmers  Mutual  Telephone  Company  and 
combined  telephone  systems  in  Wenona,  provided  that  the 
purchase  and  consolidation  of  the  present  telephone  sys- 
tem of  the  Wenona  Telephone  Company  with  tlie  system  of 
the  Central  IlUnois  Independent  Telephone  Company  in 
Wenona  is  approved;*  and  also  covering  the  establishment 
of  a  pieferential  tariff  on  toll  messages  between  points 
reached  by  the  system  of  the  Central  Illinois  Independent 
Telephone  Company,  and  connecting  companies,  except 
Wenona,  and  the  system  of  the  Farmers  Mutual  Telephone 
Company  at  Lostant. 

The  contract,  as  submitted,  states  that  the  Farmers 
Mutual  Telephone  Company  now  owns,  jointly  with  the 
Wenona  Telephone  Company,  a  toll  line  between  Wenona 
and  Lostant,  and,  inasmuch  as  the  Central  Illinois  Inde- 
pendent Telephone  Company  has  contracted  to  purchase 
the  property  of  the  Wenona  Telephone  Company,  this  line 
will  be  connected  with  the  combined  system,  provided  the 
proposed  purchase  and  sale  and  the  consolidation  of  the 
two  telephone  systems  in  Wenona  is  approved.* 

It  appears,  therefore,  that  the  consolidation  of  the  com- 
peting ti'lephone  systems  in  the  city  of  Wenona,  will  afford 
the  Farmers  Mutual  Telephone  Company  a  choice  of  two 
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routes  for  toll  messages  from  Lostant  to  Weiiona;  one 
over  the  jointly  owiied  toll  line  now  terminating  in  the 
present  exchange  of  the  Wenona  Telephone  Company,  and 
the  other  through  the  two  exchanges  of  the  Central  Illinois 
Independent  Telephone  Company  at  Lostant  and  Wenona 
respectively,  together  with  its  connecting  toll  circuits. 

The  contract,  as  submitted,  further  provides  that  on  toll 
messages  originating  on  the  lines  of  the  Farmers  Mutual 
Telephone  Company  and  routed  via  the  Central  Illinois 
Independent  Telephone  Company's  Lostant  exchange,  over 
its  toll  lines  or  the  toll  lines  of  its  connecting  companies, 
to  points  other  than  Wenona,  the  regular  toll  rate  from 
the  Central  Illinois  Independent  Telephone  Company's 
exchange  at  Lostant  to  destination  shall  be  charged,  plus 
an  additional  charge  to  be  collected  and  paid  to  the  Cen- 
tral Dlinois  Independent  Telephone  Company  by  .the 
Farmers  Mutual  Telephone  Company  of  5  cents  on  each 
message  terminating  at  a  point  less  than  50  miles  distant ; 
10  cents  on  each  message  terminating  at  a  point  less  than 
100  miles  and  more  than  50  miles  distant;  and  15  cents 
on  each  message  terminating  at  a  point  more  than  100 
miles  distant. 

The  contract,  as  submitted,  also  provides  that  on  mes- 
sages originating  at  points  other  than  Ijostant  and  Wenona 
and  routed  via  the  Central  Illinois  Independent  Telephone 
Company's  exchange  and  the  Farmers  Mutual  telephone 
exchange  at  Lostant,  there  shall  be  charged  and  collected, 
in  addition  to  the  regular  toll  rates  from  originating  point 
to  the  Central  Illinois  Independent  Telephone  Company's 
exchange  at  Lostant,  an  additional  charge  of  5  cents  on  all 
messages  originating  at  a  point  less  than  50  miles  distant ; 
10  cents  on  all  messages  originating  at  a  point  less  than 
100  and  more  than  50  miles  distant;  and  15  cents  on  all 
messages  originating  at  a  point  more  than  100  miles 
distant. 

Should  the  sale  of,  the  Wenona  Telephone  Company's 
property  at  Wenona  to  the  Central  Illinois  Independent 
Telephone  Company  be  approved,  it  is  proposed  that  the 
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im. 
jointly  owned  toll  lirif  l>etu-een  the  telephone  system  of 
the  Fanners  Mutual  Tclophone  Company  at  Lostant  and 
the  preKciit  system  of  the  Wenona  Telephone  Company 
be  tenninated  in  the  exchange  of  the  consolidated  system 
at  Wenona,  and  that  messages  hetween  Wenona  and  Lost- 
ant only,  originating  or  terminating  in  the  exchange  of  the 
Farmers  Mutual  Telephone  Company  at  Lostant,  shall  be 
handled  over  it. 

The  joint  petition,  with  the  contract  attached,  having 
been  carefully  considered  by  the  Commission,  together 
with  all  of  the  conditions  under  which  the  two  telephone 
systems  are  operated  and  all  other  factors  having  a  bear- 
ing on  the  matter,  the  Conmiission  is  of  the  opinion,  and 
finds: 

1.  Tliat  the  proposed  preferential  tariff  on  toll  messages, 
originating  or  terminating  in  the  telephone  system  of  the 
Farmers  Mutual  Telephone  Company  at  Lostant,  routed 
via  the  Central  Illinois  Independent  Telephone  Company's 
exchange  at  Lostant,  its  toll  lines  and  those  of  conneeUng 
companies,  excepting  nu'ssages  terminating  or  originating 
in  Wenona  or  Ijostant,  is  in  accord  with  public  policy 
where  physical  connection  is  established  between  two  tele- 
phone  systems  to  afford  a  toll  outlet  for  the  smaller  sys- 
tem^  and  should  be  established  for  these  reasons. 

2.  That  the  present  jointly  o^vTied  toll  line,  between  the 
exchange  of  the  Farmers  Mutual  Telephone  Company  in 
Lostant  and  the  present  exchange  of  the  Wenona  Telephone 
Company,  provides  a  routing  for  messages  between  the 
lines  of  the  Farmers  Mutual  Telephone  Company  in  Lost- 
ant and  those  of  the  Wenona  Telephone  Company,  and 
that  upon  tlie  completion  of  the  proposed  consolidation 
of  the  competing  telephone  systems  in  Wenona*,  this 
jointly  owned  toll  circuit  will  afford  adequate  facili- 
ties for  handling  toll  messages  beween  the  lines  of  the 
Fanners  Mutual  Telephone  Company  at  Lostant  and 
Wenona,  and  that  the  toll  rate  for  messages  between 
Wenona  and  Ivostant,  routed  v\&  this  jointly  owned  cir- 

•  S«  infra,  p.  349. 
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cuit,  may  proi>erly  be  made  equal  to  the  present  rate 
charged  by  the  Central  Illinois  Independent  Telephone 
Company  for  messages  routed  between  Wenona  and  Lost- 
ant  over  its  toll  circuits. 

3.  That  the  preferential  tariff  havinp;  been  nuide  the  sub- 
ject of  an  executed  agreement  between  the  two  utilities, 
and  so  arranged  as  to  afford  proper  mutual  protection,  it  is 
not  necessary  for  the  Commission  to  pass  upon  the  pro- 
priety of  the  specified  amounts  to  be  charged  as  additional 
tariff,  at  this  time,  bitt  that  the  Commission  reserves  juris- 
diction as  to  the  final  determination  of  the  preferential 
tariff  charged  on  toll  messages  between  the  competing 
telephone  systems  in  Lostant,  and  may  upon  complaint, 
or  upon  its  own  motion,  or  by  future  additional  order, 
review  the  entire  matter  and  modify  the  rates  herein  tenta- 
tively approved. 

It  is,  therefore,  ordered,  That  the  intercorporate  agree- 
ment, dated  May  28,  1918,  between  petitioners  herein,  be, 
and  the  same  is  hereby,  approved  under  the  following  con- 
ditions, to-wit : 

1.  On  all  toll  messages  originating  on  the  lines  of  the 
Central  Illinois  Independent  Telephone  Company,  and  con- 
necting companies,  from  points  other  than  Wenona  and 
Lostant,  routed  via  Lostant,  to  the  lines  of  the  Farmers 
Mutual  Telephone  Company,  there  shall  be  charged  and 
collected,  in  addition  to  the  present  i^gular  toll  rates 
between  Lostant  and  the  other  point  connected,  5  cents  on 
all  messages  originating  at  points  less  than  50  miles  dis- 
tant; 10  cents  on  all  messages  originating  at  jjoints  less 
than  100  or  more  than  50  miles  distant;  and  lo  cents  on 
all  messages  originating  at  points  more  than  100  miles 
distant;  and  that  5  cents  of  this  additional  tariff  shall  be 
paid  for  each  and  ev<Ty  toll  message  so  routed  to  the 
Farmers  Mutual  Telephone  Company  at  Lostant.  The 
I-alancc  of  the  additional  tariff  shall  be  retained  by  or 
paid  to  the  Central  Illinois  Independent  Telephone 
(.'ompany. 

2.  On  all  toll  messages  originating  on  the  lines  of  the 
Farmers    Mutual   Telephone    Company,   and   routed   via 
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the  Central  Illinois  Independent  Telephone  Company's 
exchange  at  Lostant,  for  points  other  than  Lostanf  and  Wen- 
ona,  there  shall  be  charged  and  collected,  in  addition  to 
the  present  regular  toll  rate  between  the  Central  Illinois 
Independent  Telephone  Company's  exchange  at  Lostant 
and  other  connected  point,  5  cents  on  each  message  termi- 
nating at  points  less  than  50  miles  distant;  10  cents  on  mes- 
sages terminating  at  points  less  than  100  and  more  than 
50  miles  distant;  and  15  cents  on  all  messages  terminating 
at  points. more  than  100  miles  distant  from  Lostant;  and 
the  Farmers  Mutual  Telephone  Company  shall  pay  to  the 
Central  Illinois  Independent  Telephone  Company  the  regu-' 
lar  toll  rate  from  Lostant  to  destination,  plus  the  entire 
additional  tariff  herein  specified. 

3.  The  present  jointly  owned  toll  line,  between  the 
exchange  of  the  Farmers  Mutual  Telephone  Company  at 
Lostant  and  the  present  exchange  of  the  "Wenona  Tele- 
phone Company,  shall  be  used  solely  and  exclusively  for 
toll  messages  terminating  in  Wenona  and  Lostant  respec- 
tively. For  messages  routed  via  said  jointly  owned  toll 
line  between  Wenona  and  Lostant,  of  not  more  than  3 
minutes'  duration,  a  toll  rate  of  10  cents  shall  be  estab- 
lished, with  an  additional  charge  of  5  cents  for  each  addi- 
tional 2  minutes,  25  per  rent,  of  the  entire  toll  charge 
on  each  message  to  be  paid  to  the  company  on  whose  lines 
the  message  originates,  the  balance  to  be  divided  between 
petitioner  in  proportion  to  the  mileage  in  the  jointly  owned 
toll  circuit  owned  by  each  respectively. 

4.  That  the  physical  connection  between  the  competing 
exchanges  in  Lostant  shall  be  used  for  toll  or  long  distance 
business  only. 

5.  That  the  Commission  approves  the  intercorporate 
agreement  submitted  but  reserves  jurisdiction  in  the  mat- 
ter, and  may  upon  complaint  or  upon  its  0^%'n  motion  recon- 
si4l('r,  revise  and  modify  the  provisions  included  therein, 
ns  may  be  deemed  neeessary. 

By  order  of  flic  Commission  at  Springfield,  Illinois,  this 
twenty-eighth  day  of  October,  1918. 
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In  re  Appucation  of  Central  Illinois  Independent  Tele- 
phone Company  and  Wenona  Telephone  Company 
for  Appbotal  of  Purchase  by  Fobmbb  and  Sale  by 
Latter  op  Property,  and  for  Authority  foe  Ibsdancb 
of  Stock  by  Central  Illinois  Independent  Telet 
PHONE  Company. 

Case  No.  8244. 

Dadded  October  £8,  1918. 

Sale  Of  Property  to  Competitor  Authorised  —  Issne  of  Btoi^  In  Part 

FByment  for  Propwtr  PnrcliMed  Aotlioiifed. 

Opinion  and  Order. 

A  joint  petition,  filed  Jui>e  13, 1918,  by  the  Central  Illinois 
Independent  Telephone  Company,  Rutland,  Illinois,  here- 
inafter designated  the  purchaser,  and  Ralph  Wells,  F.  F. 
Thierry  and  I.  F.  Douglas,  a  partnership,  doing  business 
under  the  name  of  Wenona  Telephone  Company,  Wenona, 
Illinois,  hereinafter  designated  tiie  seller,  states  that  both 
axe  public  utilities,  engaged  in  the  operation  of  competing 
telephone  systems  in  Wenona,  and  asks  for  the  issuance 
of  an  order  consenting  to,  and  approving,  the  sale  of  all 
of  the  property  of  the  Wenona  Telephone  Coraptiny  to  the 
Central  Illinois  Independent  Telephone  Company  and  the 
issuance  of  $1,660,  par  value,  of  common  stock  by  the 
purchaser. 

At  a  hearing  held  before  the  Commission  at  Springfield, 
July  10,  1018,  petitioners  were  represented  by  Ben.  B. 
Boynton,  attorney,  Springfield,  Illinois,  and  no  objections 
were  offered  to  the  proposed  purchase  and  sale  and  consoli- 
dation of  the  two  competing  telephone  systems  in  Wenona. 

It  was  shown  by  petitioners,  at  the  hearing,  that  the 
system  operated  by  the  purchaser  in  Wenona  is  now  serv- 
ing approximately  265  stations,  and  that  the  system  oper- 
ated by  the  .seller  is  now  serving  approximately  363  stations. 
It  was  also  shown  that,  of  the  stations  served  by  the  two 
systems,  approximately  66  are  connected  to  both,  making 
a  net  gain  for  the  purchaser,  in  stations,  of  197,  provided 
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the  two  systems  are  consolidated.  The  record  shows  also 
that  there  is  no  interchange  in  service  between  the  two 
systems  at  present,  but  that  the  service  famished  by  the 
seller  predominated  in  the  rural  portion  of  the  community 
and  that  furnished  by  the  purchaser,  in  the  city.  For  this 
reason,  a  consolidation  of  the  two  telephone  systems,  by 
producing  a  substantial  increase  in  the  number  of  acces- 
sible telephone  ^subscribers,  will  be  a  great  convenience  to 
the  social  and  business  interests.  Evidence  shows  that 
a  consolidation  of  the  two  telephone  systems  in  Wenona 
will  also  result  ultimately  in  greatly  improved  and  more 
efficient  service,  with  a  substantial  aggregate  saving  to 
those  subscribers  who  are  compelled  to  maintain  connec- 
tions with  both  systems. 

At  the  hearing  the  petitioners  submitted  an  inventory 
and  appraisal,  of  the  projierty  to  be  transferred,  which  is 
to  be  used  in  fuiiiishing  seivice  to  the  public,  covered  by 
a  properly  executed  contract  or  bill  of  sale.  This  inven- 
tory of  that  portion  of  the  property  used  and  useful  to  the 
purchaser,  provided  the  proposed  consolidation  is  approved, 
has  been  carefully  cheeked  by  the  Commission's  engineers 
and  thf  checked  inventory  appraised.  It  was  found  that 
the  reproduction  cost  new  of  Uiat  portion  of  the  property 
of  the  seller  which  would  be  taken  over  and  applied  to 
the  service  of  the  public  in  Wenona  by  the  purchaser  is 
$15,386.  The  reproduction  cost  new,  less  depreciation,  is 
$10,772.  The  contract  or  bill  of  sale  filed  shows  that  the 
Central  Illinois  Independent  Telephone  Company  has 
agreed  to  buy  the  property  used  and  useful  in  consolidation 
with  the  present  plant  in  furnishing  telephone  service  in 
the  city  of  Wenona  and  vicinity  for  the  sum  of  $10,172.92, 
$8,512.92  to  be  paid  in  cash  and  the  balance  by  the  issuance 
and  delivery  to  the  seller  of  $1,660,  par  value,  of  the  pur- 
chaser's common  capital  stock. 

After  carefully  considering  the  method  used  in  apprais- 
ing  the  property  covered  by  the  proposed  purchase  and 
sale,  and  taking  into  consideration  the  fact  that  the  pur- 
chase of  the  property  and  its  consolidation  with  the  present 
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system  of  the  purchaser  in  Wenona  will  be  productive  of 
public  convenience  and  will  increase  the  value  of  the  tele- 
phone service  to  subscribers  of  the  consolidated  systems, 
and  in  view  of  the  fact  that  the  purchase  price  specified 
ill  the  contract  of  sale  is  less  than  the  actual  value  of  that 
part  of  the  property  used  and  useful  to  the  purchaser  in 
furnishing  telephone  service  to  the  public,  the  Commission 
is  of  the  opinion,  and  finds,  that  the  proposed  sale  to  the 
Central  Illinois  Independent  Telephone  Company  of  the 
property  of  the  Wenona  Telephone  Company,  and  its  con- 
solidation with  the  plant  of  the  purchaser,  i^nll  be  in  accord 
with  public  convenience  and  that  the  joint  petition  should 
therefore  be  granted  and  the  purchase  and  sale  approved, 

It  is,  therefore,  ordered  by  the  Public  Vtilities  Commis- 
sion of  lUinois  as  foUotis: 

Section  1.  That  the  Centra!  Illinois  Independent  Tele- 
phone Company  be,  and  the  same  is  hereby,  authorized  to 
buy,  and  Ralph  Wells,  F.  F.  Thierry  and  I.  F.  Douglas, 
copartners,  doing  business  as  the  Wenona  Telephone  Com- 
pany, he,  and  tlie  same  are  hereby,  authorized  to  sell,  all 
of  the  telephone  property  of  the  copartnership  in  the  city 
of  Wenona  and  vicinity,  including  all  material  and  supplies, 
rights,  contracts  and  franchises,  for  the  sum  of  $10,172.92, 
of  which  $8,512.92  is  to  be  paid  in  cash  and  the  balance  in 
common  capital  stock,  at  par,  of  the  purchaser.  The  sale 
and  purcliase  is  authorized  upon  the  following  conditions 
and  not  otherwise,  to-wit: 

1.  That  the  transfer  of  the  property  shall  be  consummated  within 
sixty  days  from  the  date  of  this  order,  and  that  upon  its  completion 
the  purchaser,  the  Central  Illinois  Independent  Telephone  Company,  shall 
make  a  verified  report  of  the  purchase  to  the  Commission. 

2.  That  the  Wenona  Telephone  Company  shall,  upon  the  completion 
of  the  transfer  of  its  property,  discontinue  the  operation  of  a  telephone 
system  in  the  city  of  Wenona. 

3.  That  the  Central  Illinois  Independent  Telephone  Company  shall 
eoiiaolidat«  and  physically  merge  the  plant  purchased  with  its  present 
plant  in'  the  eity  of  Wenona  and  vicinity  in  such  a  manner  as  will 
enable  any  telephone  patron  to  communicate  directly,  by  telephone,  with 
any  other  telephone  patron. 
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4.  That  the  Wenona  Telephone  Company  shall  turn  over  all  of  its 
books  of  accounts  and  records  to  the  Central.  Illinois  Independent  Tele- 
phone Company,  taking  a  detailed  receipt  therefor  and  fumidiii^;  ibis 
Commission  with  a  certified  copy  of  said  receipt 

5.  That  the  Central  Illinois  Independent  Telephone  Company  shall 
make,  or  cause  to  be  made,  a  final  report  to  this  Commission  of  the 
operations  of  said  Wenona  Telephone  Company  from  the  date  of  its 
last  annual  report  to  this  Commission  to  the  date  the  property  is 
transferred. 

6.  That  no  toU  rate,  toll  contract,  or  chargie  for  toll'  service,  now  in 
effect  in  the  operation  of  the  telephone  system  of  the  seller,  shall  be 
discontinued  or  changed  by  the  purchaser  without  the  approval  of  the 
Public  Utilities  Commission. 

Section  2.  That  the  said  Central  Illinois  Independent 
Telephone  Company  be,  and  the  same  is  hereby,  authorized 
to  issue  its  conuiion  capital  stock,  in  the  aggregate  amount 
of  $1,660,  par  value. 

Section  3.  The  stock  herein  authorized  shall  be  used  as 
part  payment  for  the  purchase  price  of  the  telephone  prop- 
erty to  be  acquired  from  the  copartnership,  the  Wenona 
Telephone  Company,  aa  aforesaid,  and  said  Wenona  Tele- 
phone Company  is  hereby  expressly  authorized  to  receive 
said  stock  as  part  pajTn^nt  for  its  telephone  system. 

Section  4.  That  the  Central  Illinois  Independent  Tele- 
phone Company  shall,  before  the  issue  and  delivery  of  any 
of  the  certificates  of  said  stock  issue,  cause  to  be  printed, 
stamped  or  engraved  on  the  face  of  each  of  said  certifi- 
cates, for  the  purpose  of  easy  identification,  the  following: 

"  PUBLIC  UTILITIES  COMMISSION  OF  ILLINOIS. 

AUTHORIZATION  NO.  727. 

October,  1918." 

Section  5.  That  the  Central  Illinois  Independent  Tele- 
phone Company  shall  keep  separate,  true  and  accurate 
accounts  covering  the  disposition  of  said  stock  herein 
authorized  to  be  issued,  and  within  sixty  days  from  the 
date  of  this  order  said  company  shall  make  a  verified 
report  (in  duplicate)  to  the  Commission,  showing  the  issu- 
ance and  disposition  af  said  stock. 

Section  6.  That  the  purchase  price  herein  approved, 
for  the  property  of  the  Wenona  Telephone  Company,  shall 
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not  be  considered  as  conclusive  evidence  of  the  value  of 
said  property,  should  that  question  hereafter  l>e  presented 
to  the  t'oinniission  in  a  rate  proceeding. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
twenty-eighth  day  of  October,  1918. 


In  re  Application  of  Lanabk  "Mutual  Telephone  Company 

FOR   AtlTHOElTY   TO   ISSrE   StOCK. 

Case*  No.  8172. 

Decided  October  29,  1918. 

Zsana  of  Stock  to  Botire  Oertain  Stock  lamed  Witbont  Consent  of 

Oommissioii,  uid  to  Belmbnrae  Treunry  for  Fonda 

Expendad  for  bnproTomentB,  AnUioriMd. 

Opinion  and  Order. 

Application  having  been  made  to  the  Public  Utilities 
Commission  of  Illinois  by  the  Lanark  Mutual  Telephone 
Company  for  the  consent  and  approval  of  the  Commission 
to  the  issuance  of  capital  stock  by  said  company  to  the 
amount  of  $3,000,  and  a  hearing  having  been  duly  held,  and 
the  petitioner  having  presented  such  testimony  and  evi- 
dence as  it  was  advised  and  as  the  Commiasion  required, 
and  the  matter  having  been  duly  submitted  to  the  Commis- 
sion for  disposition; 

It  appears  that  the  Lanark  Mutual  Telephone  Company, 
heretofore,  on  February  21,  1914,  increased  its  authorized 
capital  stock  from  $12,000  to  $15,000,  and  that  it  has  since 
issued  its  capital  stock  in  the  amount  of  $390,  the  proceeds 
from  the  sale  thereof  being  used  in  additions  and  better- 
ments to  the  telephone  plant  of  said  company;  that  said 
stock  in  the  amount  of  $390  was  issued  and  sold  without 
the  consent  of  this  Commission  and,  therefore,  the  company 
now  applies  for  the  consent  of  the  Commission  to  issue 
stock  in  the  amount  of  $390  in  lieu  of  and  to  take  the  place 
of  stock  heretofore  issued  without  the  consent  of  the  Com- 
mission, as  aforesaid;  that  it  also  desires  authority  to 
isme  its  capital"  stock  in  the  additional  amount  of  $2,610, 
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the  proci'i'ds  from  wliit^li  to  lie  used  to  reimburse  its  treas- 
ury for  moneys  used  therefrom  for  construction,  exten- 
sion, iinprovemi'iit  of,  or  additions  to  its  telephone  facili- 
ties, during  the  years  1914,  1915,  1916  and  1917. 

Upon  consideration  of  the  application  and  evidence  filed 
in  connection  therewith,  the  Commission  finds  that  the 
money  to  be  procured  by  the  issue  of  said  capital  stocJc 
is  reascmably  required  i'oi'  the  puipose  set  forth  and  that 
the  prayer  of  the  petitioner  should  be  granted. 

/(  is,  thereforr,  ordered  by  the  Public  Utilities  Commis- 
■fion  of  Illinois,  as  follows: 

Section  1.  That  the  fjanark  Mutual  Telephone  Company, 
be,  and  is  hereby,  authorized  to  issue  its  capital  stock  to  the 
amount  of  $3,000,  par  value,  being  100  shares  of  the  par 
value  of  $30.00  each,  said  stock  to  tlie  amount  of  $390  to  be 
issued  and  used  for  the  purpose  of  taking  up  and  retiring 
a  like  amount  of  stock  heretofore  issued  by  said  company 
without  the  consent  of  the  Commission,  as  aforesaid;  that 
of  said  total  amomit  of  $3,000,  $2,610  shall  be  issued  for 
the  purpose  of  reimbursing  the  company's  treasury  for 
moneys  used  for  construction,  extension,  improvement  of, 
or  additions  to  its  telephone  facilities,  during  the  years 
1914,  1915,  1916  and  1917. 

Section  2.  That  authority  to  issue,  sell  or  dispose  of 
said  capital  stock  is  granted  upon  the  following  conditions 
and  not  otherwise: 

First,  That  said  Lanark  Mutual  Telephone  Company 
shall  sell  the  stocks  hereby  authorized  so  as  to  net  said 
company  not  less  than  the  par  value  thereof,  and  that  the 
proce<*dR  shall  be  applied  only  to  the  purposes  stated  in 
Section  1  hereinabove. 

Second,  That  upon  the  issuance  a?id  delivery  of  said 
(T.pital  stock  in  the  amount  of  $390,  in  exchang*^  for  stock 
i/i"  like  amount  heretofore  issued  without  the  consent  of 
the  Commission,  such  stock  certificates  heretofore  issued 
shall  be  taken  up  and  cancelled. 

Third,  That  upon  the  completion  of  the  exchange  of  capi- 
tal stock  and  the  cancellation  of  stock  heretofore  issued 
without  the  consent  of  the  Commission,  the  said  company 
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shall  file  with  the  Commission  a  verified  report  (in  dupli- 
cate) of  such  exchange  and  cancellation;  that  every  sixty 
days  from  the  date  hereof,  until  all  of  the  stock  hereby 
authorized  to  be  issued  shall  have  been  issued  and  disposed 
of,  said  company  shall  make  a  verified  report  (in  duplicate) 
to  the  Conunission,  showing  the  sale  or  sales  of  stock  dur- 
ing the  previous  period,  the  moneys  realized  therefrom  and 
the  use  and  application  of  such  moneys. 

Fourth,  That  said  Lanark  Mutual  Telephone  Conipany 
shall,  before  the  delivery  of  saeh  stock  hereby  authorized 
to  be  issued,  cause  to  bt<  printed,  stamped  or  engraved  on 
the  face  of  each  of  the  certificates  of  stock,  for  the  proper 
and  easy  identification  thereof,  the  following: 

"  PUBLIC  UTILITIES  COMMISSION  OF  ILLINOIS. 

AUTHORIZATION  NO.  729, 

October,  1918." 

By  order  of  the  Conmiission,  at  Springfield,  Illinois,  this 
twenty-ninth  day  of  October,  1918. 


In  re  Application  of  Cahokia  Telephone  Company  for 
Authority  to  Sell,  and  of  Hakrisonvillj:  Telephone 
Company  fob  Authority  to  Purchasf,,  the  Exchange 
AND  System  in  Dupo. 

Ill  re  Application  df  Habhisonville  Telephone  Company 
FOR  Authority  to  I^sue  Common  Capital  Stock  and 
FOR  A  Certificate  of  Convenience  and  Necessity. 
Case  No.  7314. 

Decided  November  18,  1918. 
Eztansioii  of  Time  OrMited  WitSiin  WliiclL  to  Oranplete  Oon^olidatioii. 

Supplemental  Ordkr. 
An  order*  having  hccn  entered  by  this  Commission  in 
the  above-entitl'ed  cause  on  September  19,   1918,  author- 
izing among  other  things,  the  Cahokia  Telepltoiie  Company 
to  Bell,  and  the  Harrisonville  Telephone  Coiopaiiy  to  pur- 

*Sec  CommiMioD  Leaflet  No.  B4,  p.  47. 
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chase,  the  telephone  exchange  and  system  of  the  Cahokia 
Telephone  Company  in  the  village  of  Dupo,  Illinois,  and 
vicinity,  upon  the  terms  and  conditions  therein  stated,  it 
being  provided  that  the  complete  transfer  of  said  property 
should  be  effected  within  sixty  days  from  the  date  of  said 
order; 

And  a  supplemental  petition  having  been  filed  heroin 
asking  that  the  time  witiiin  which  the  said  petitioners  nia\' 
complete  the  transfer  oi  said  property,  and  otherwise  com- 
ply with  the  terras  and  provisions  of  said  order"  of  Sep- 
tember 19,  1918,  be  extended  for  a  further  period  of  ninety 
days; 

And  the  Commission  having  considered  said  supplemen- 
tal petition  and  being  fully  advised  in  the  premises,  is  of 
the  opinion,  and  finds,  that  the  prayer  of  said  supplemental 
petition  is  reasonable  and  should  be  granted. 

It  is,  therefore,  ordered.  That  the  time  within  which  the 
petitioners  herein  may  comply  with  the  terms  and  provi- 
sions of  the  order"  entered  by  this  Commission  on  Septem- 
ber 19,  1918,  be,  and  it  hereby  is,  extended  for  a  period  of 
ninety  days  from  November  19,  1918. 

It  is  further  ordered.  That  said  order"  of  September 
19,  1918,  is  in  all  other  respects  approved  and  confirmed. 

By  order  of  the  Commission  at  Springfield,  Ulinois,  this 
eighteenth  day  of  November,  1918. 


In  re  Application  of  Home  Telephone  Company  of  Cairo 

<       FOB  AUTHOBITT  TO  IsSUE  NOTES. 

Case  No.  8390. 

Decided  November  18,  1918. 

Issue  of  Fin-Tear,  7  Per  dent.  Notes  by  Domestic  Oorporktion,  in 

Rsneral  of  Note  laraed  Without  Approrsl 

of  Oommiwion,  Aatiiorlsed. 

t)piNios  AND  Order. 
Application  having  been  made  to  the  Public  Utilities 
Commi.ssion  of  niinois  by  tlie  Home  Telephone  Company 

*  See  Commission  Leaflet  No.  84,  p.  47. 
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of  Cairo,  under  the  provisions  of  the  Public  Utilities  Law 
of  Illinois  for  the  consent  and  approval  of  the  Commission 
to  tlie  issuance  of  notes  by  said  company  in  the  amount  of 
$5,000,  and  the  said  application  having  been  amended  by 
the  petitioner  to  the  extent  of  reducing  to  $4,000  the  amount 
for  which  authorization  is  sought,  and  a  hearing  having 
been  duly  held  and  the  petitioner  ha\'ing  presented  such 
testimony  and  evidence  as  it  was  advised,  and  as  the  Com- 
mission required,  and  the  matter  having  been'  duly  sub- 
mitted to  the  Commission  for  disposition ; 

It  appears  that  the  Home  Telephone  Compttny  of  Cairo 
is  a  coiporation'duly  organized  and  existing  under  and  by 
\'irtue  of  the  laws  of  the  State  of  lUinois,  with  its  piincipal 
office  in  the  city  of  Cairo,  county  of  Alexander,  State  of 
Illinois,  and  that  it  is  engaged  in  the  telephone  business 
in  the  said  city  of  Cairo  and  in  the  vicinity  thereof  and  is 
duly  authorized  by  its  articles  of  incorporation  so  to  do; 
and 

That  said  company  heretofore  issued  its  promissory 
note  in  the  amount  of  $(i,000  and  renewed  the  same  from 
time  to  time  for  a  period  longer  than  two  years,  without 
the  consent  of  the  Commission;  that  the  proceeds  of  said 
note  were  used  for  the  construction,  extension  of,  additions 
or  for  improvements  to  its  telephone  facilities;  that  it  has 
since  reduced  the  amount  of  said  note  to  $4,000  by  pay- 
ments made  thereon,  and  that  it  now  applies  for  the  con- 
sent and  approval  of  the  Commission  for  the  renewal  of 
said  note  for '  a  period  not  exceeding  five  years  from 
March  12,  1918. 

Upon  consideration  of  the  application  and  of  the  e\'i- 
dence  and  exhibits  filed  in  connection  therewith,  the  Com- 
tiiipsion  is  now  of  the  opinion  that  the  money  procured  by 
the  issue  of  said  note  was  reasonably  required  for  the  pur- 
poses set  forth  and  that  the  prayer  of  the  petitioner  should 
be  granted. 

It  IS,  therefoif.  ordertt}  by  the  Piihlic  Utilities  Commis- 
.fion  of  Illinois,  as  follows: 

First.  That  the  Home  Telephone  Company  of  Cairo  be, 
and  is  hereby,  authorized  to  issue  its  promissory  note  or 
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notes  in  the  aggregate  amount  of  $4,000,  to  bear  interest 
at  not  to  exceed  7  per  cent,  per  annum,  payable  monthly, 
said  note  or  notes  to  be  dated  March  12,  1918,  and  may 
be  renewed  from  time  to  time,  for  an  aggregate  jwriod  not 
exceeding  five  years  from  said  date;  said  note  or  notes 
to  be  sold  or  exchanged  at  not  less  than  the  par  value 
thereof  and  used  for  the  purpose  of  taking  up  and  retiring 
a  note  of  like  amount  now  outstanding,  and  upon  the 
issuance  and  delivery  of  said  note  or  notes,  said  company 
shall  file  a  report  (in  duplicate)  with  this  Conmjission, 
showing  the  sale  or  disposal  of  said  note  or  notes  and  the 
cancellation  of  the  former  note  of  like  amount. 

Second,  That  said  Home  Telephone  Company  of  Cairo 
shall,  before  the  delivery  of  such  note  hereby  authorized  to 
be  issued,  cause  to  be  printed,  stamped  or  engraved  on  the 
fax-e  of  said  note,  for  the  proper  and  easy  identification 
thereof,  the  following: 

"PUBLIC  UTILITIES  COMMISSION  OF  ILLINOIS. 

AUTHORIZATION  NO.  736. 

November,  1918." 

Third,  That  the  said  Home  Telephone  Company  of  Cairo 
be,  and  is  hereby,  charged' an  amount  equal  to  10  cents  for 
every  $100  of  the  par  value  of  the  note  or  notes  authorized 
by  this  order,  said  charge  amounting  to  $4.00,  and  the  siune 
shall  b«'  paid  into  the  State  Treasury  before  such  note  or 
notes  shall  be  issued. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
eighteenth  day  of  November,  1918. 
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In  re  Joint  Application  of  Reokgakization  Committee 
Western  Illinois  Telephone  Company  and  Mann 
Tbijiphone  Company  fob  Consent  to  and  Approval  of 
Contract  of  Sale, 

In  re  Application  of  Mann  Telephone  Company  for 
CeBtipicate  of  Convenience  and  Necessity  for 
Authority  to  Issce  C^u-ital  STOt^K. 

Case  Nos.  8445  and  8446. 

Decided  November  18,  1918. 

Sale  of  Property  Anthoriaed  —  laaue  of  Stock  at  Par  and  Three-Year 

6    Per  Cent.  Note,   in  Payment  for  Proper^,   Authorised  — 

Oertiflcate   of   Oonveslence   and   Necessity   Oranted. 

Opinion  and  Order. 
Joint  application  by  tbe  Reorganization  Committee,  Wes- 
tern Illinois  Telephone  Company,  consisting  of  Lyman  B. 
Vose,  Harry  Blount  and  J.  L.  Scott  (T.  Z.  Creel,  one  of 
the  members  of  said  Committee  being  deceased),  and  the 
Mann  Telephone  Company,  an  Illinois  corporation,  having 
its  principal  office  at  Macomb,  Illinois,  state  that  petitibners 
iire  subject  to  an  Act  to  Provide  for  the  Regulation  of 
Public  Utilities  and  ask  for  the  issuance  of  an  order  con- 
senting to,  and  approving,  a  contract  of  sale  dated  July  29, 
1918,  covering  the  sale,  by  the  said  Reorganization  Com- 
mittee, Western  Illinois  Telephone  Company,  and  the  par- 
chase,  by  the  said  Mann  Telephone  Company,  of  all  prop- 
erty controlled.by  the  Reorganization  Committee  and  now 
involved  in  the  Operation  of  telephone  systems  in  the  city 
of  Bushnell  and  the  village  of  Good  Hope,  McDonoagh 
County,  the  villages  of  Camp  Point,  Lima,  Loraine  and 
Ursa,  Adams  County,  and  the  village  of  Tioga,  Hancock 
County,  togetWr  with  all  associated  telephone  toll  lines 
joining  Macomb  and  Prairie  City,  Quiney  and  I^raine, 
and  Loraine  and  Sutter,  and  all  associated  rural  telephone 
lines  now  connected,  or  that  have  heretofore  been  con- 
nected, with  telephone  exchanges  located,  respectively,  at 
tbe  several  points  named. 
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Applications  made  on  August  1, 1918,  by  the  Mann  Tele- 
phone Company  ask  that  a  certificate  of  convenience  and 
necessity  to  operate  telephone  exchanges  and  toll  lines  in 
the  city  of  Bushnell  and  village  of  Good  Hope,  McDonough 
Coanty,  the  villages  of  Camp  Point,  Lima,  Loraine  and 
Ursa,  Adams  County,  and  the  village  of  Tioga,  Hancock 
County,  be  issued  to  the  said  Mann  Telephone  Company, 
and  that  an  order  be  issued  authorizing  the  said  Mann 
Telephone  Company  to  iaeue  $44,000,  par  value,  of  its  com- 
mon capital  stock,  $36,000  to  be  paid  for  by  the  transfer 
to  it  of  the  property  of  the  Reorganization  Committee. 
Western  Illinois  Telephone  Company,  as  specified  in  con- 
tract of  sale  dated  July  29,  1918,  the  balance  to  be  issued 
when  and  as  a  mortgage  indebtedness  of  $8,000  against 
the  said  property  is  discharged.  Permission  was  also 
asked,  in  an  amendment  made  at  the  hearing,  to  issue  a 
new  note  and  mortgage  against  the  property,  in  order  to 
retire  the  present  mortgage  encumbrance. 

These  matters  came  on  for  hearing  before  the  Commis- 
sion on  September  4, 1918.  The  Reorganization  Committee, 
Western  Illinojs  Telephone  Company,  was  represented  by 
Mr.  John  Lawyer,  attorney,  and  the  Mann  Telephone  Com- 
pany by  Mr.  M.  E.  Mann,  its  president.  No  objections  to 
the  proposed  purchase  and  sale,  issuance  of  proposed  cer- 
tificate of  convenience  and  necessity,  or  authorization  of 
proposed  stock  issue  were  offered. 

It  appears  from  the  testimony  that  the  property  to  be 
transferred,  provided  the  purchase  and  sale  is  approve<l 
by  the  Commission,  is  the  residue  of  the  former  plant  of 
the  Western  Illinois  Telephone  Company,  which  has  been 
operated  by  a  Committee  representing  the  bondholders 
since  the  property  was  sold  at  receiver's  sale,  June  6,  1914. 
the  legal  title  being  in  the  name  of  Lyman  T.  Vose,  a 
member  of  the  Reorganization  Committee.  The  Mann  Tele- 
phone Company  proposes  to  accpiire  property  still  remain- 
ing in  the  possession  of  the  Reorganization  Connnittee  and 
to  operate  it  in  connection  with  adjacent  telephone 
property. 
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At  the  hearing  petitioners  filed  an  inventory  of  the  prop- 
erty covered  by  contract  of  sale,  submitted  for  approval, 
which  inventory  has  been  checked  by  the  Commission's 
engineers  and  the  checked  inventory  appraised.  The  repro-  ■ 
duction  cost  new,  less  depreciation  of  the.  property,  asing 
unit  costs  based  upon  average  prices  for  labor  and  material 
for  the  five-year  period,  3912  to  1916,  inclusive,  is  at  least 
$44,C00. 

The  record  further  shows  that  the  Mann  Telephone  Com- 
pany is  an  Illinois  corporation,  with  an  authorized  capital 
stock  of  $44,000;  that  the  said  Mann  Telephone  Company 
has  been  formed  for  the  purpose  of  acquiring,  purchasing 
and  operating  telephone  exchanges,  and  toll  lines  in 
McDonough  County,  Adams  County  and  Hancock  County; 
that  of  the  authorized  issue  of  capital  stock,  80  shares 
issued  have  not  been  paid  for,  the  balance  to  be  paid  for 
by  the  property  which  it  is  proposed  to  transfer  from  the 
Reorganization  Committee,  Western  Illinois  Telephone 
Company,  to  the  Mann  Telephone  Company ;  that  the  prop- 
erty so  transferred  is  subject  to  a  mortgage  for  $8,000; 
that  the  proposed  stockholders  in  tlie  Mann  Telephone 
Coriipany  now  own,  in  fact,  70  per  cent,  of  the  property  to 
be  transferred  by  the  Reorganization  Committee,  Western 
Illinois  Telephone  Company,  and  that  it  is  proposed  to 
provide  for  the  reimbursement  of  the  owners  of  the  remain- 
ing 30  per  cent,  of  the  property  not  owned  by  the  stock- 
holders of  the  Mann  Telephone  Company  upon  the  com- 
pletion of  the  proposed  transfer,  provided  the  proposed 
purchase  and  sale  is  approved. 

The  Commission  having  given  due  consideration  to  the 
record  and  exhibits  filed,  and  being  fully  advised  in  the 
matter,  is  of  the  opinion,  and  finds,  that  the  contract  of  sale 
between  the  Reorganization  Committee,  Western  Illinois 
Telephone  Company  and  the  Mann  Telephone  Company 
is  in  accordance  with  public  interest  and  that  the  property 
involved  is  of  a  value  in  excess  of  the  consideration  to  be 
paid  therefor.     The  Commission  also  finds,  after  careful 
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1 
consideration  of  the  record,  that  a  certificate  of  con- 
venience and  necessity  may  with  propriety  be  issued  to 
the  Mann  Telephone  Company,  in  order  that  the  operation 
■  of  the  property  purchased  by  it  from  the  Reorganization 
Committee,  Western  Illinois  Telephone  Company,  may  be 
continued  and  that  telephone  service  may  be  uninterrupted 
in  the  communities  involved. 

The  Commission  also  finds,  after  careful  consideration, 
that  the  issuance  by  the  Mann  Telephone  Company  of  its 
capital  stock  in  the  sum  of  $44,000,  par  value,  in  order  to 
assure  the  purchase  by  it  of  the  property  now  controlled 
by  the  Reorganization  Committee,  Western  Illinois  Tele- 
phone Company,  will  involve  a  capitalization  of  the  facili- 
ties ultimately  to  be  acquired  not  in  excess  of  their  actual 
present  value,  and  for  that  reason  should  be  approved. 

It  is,  therefore,  ordered  by  the  Public  Utilities  Commis- 
sion of  Illinois,  as  follows: 

■Section  1.  That  the  Mann  Telephone  Company  be,  and 
the  same  is  hereby,  authorized  to  buy,  and  the  Reorganiza- 
tion Committee,  Western  Illinois  Telephone  Company,  con- 
sisting of  L^Tuan  B.  Voso,  Harry  Blount  and  J.  L.  Scott 
(T.  Z.  Creel,  one  of  the  members  of  said  Committee  being 
deceased)  be,  and  the  same  is  hereby,  authorized  to  sell, 
aU  of  the  telephone  property  controlled  by  the  said  Reor- 
ganization Committee,  Western  Illinois!  Telephone  Com- 
pany, in  the  city  of  Bushnell,  and  the  villages  of  Camp 
Point,  Good  Hope,  Lima,  Loraine,  Tioga  and  Ursa,  in  the 
counties  of  Adams,  Hancock  and  McDonough,  respectively, 
together  with  all  toll  lines  joining  Macomb  and  Prairie 
City,  Quincy  and  Loraine,  and  Loraine  and  Sutter,  and 
all  rural  telephone  lines  now  connected,  or  that  have  hereto- 
fore been  connected,  with  telephone  exchanges  located, 
respectively,  at  the  several  points  naiiied,  for  Ihe  simi  ot 
$43,965,  to  he  paid  as  follows:  the  Mann  Telephone  Com- 
pany to  assume  a  mortgage  now  existing  as  an  encumbrance 
on  the  property  in  Bushnell,  Illinois,  and  to  pay  the  srnn 
of  $35,965  in  cash  within  sixty  days  from  the  date  of  this 
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order.  The  sale  and  purchase  is  authorized,  and  the  con- 
tract of  sale  is  approved,  upon  the  following  conditions, 
and  not  otherwise,  to-wit : 

1.  That  the  transfer  of  the  property  shall  be  consum- 
mated withiji  sixty  days  from  the  date  of  this  order,  and 
that  upon  its  completion  the  purchaser,  the  Mann  Tele- 
phone Company,  shall  make  a  verified  report  of  the  pur- 
chase to  the  Commission. 

2.  That  the  Reorganization  Committee,  Western  Illinois 
Telephone  Company,  shall,  upon  the  completion  of  the 
transfer  of  its  property  in  accordance  with  the  terms  of 
the  contract  of  sale,  submitted  for  approval,  discontinue 
the  operation  of  its  telephone  system  in  the  city  of  Bush- 
nell  and  villages  of  Camp  Point,  Gtood  Hope,  Lima,  Loraine, 
Tioga  and  Ursa,  in  the  counties  of  Adams,  Hancock  and 
McDonough,  respectively. 

3.  That  the  Mann  Telephone  Company  shall  begin  the 
operation  of  the  property  transferred  and  shall  continue 
its  operation,  without  interruption,  assuring  service  to  the 
present  subscribers  in  the  several  communities  involved. 

4.  That  the  Reorganization  Committee,  Western  Illinois 
Telephone  Company,  shall  turn  over  all  of  its  books  of 
accounts  and  records  to  the  Mann  Telephone  Company, 
taking  a  detailed  receipt  therefor  and  furnishing  this  Com- 
mission with  a  certified  copy  of  said  receipt. 

5.  That  the  Matm  Telephone  Company  shall  make,  or 
caose  to  be  made,  a  final  report  to  this  Commission  of  the 
operations  of  said  Reorganization  Committee,  Western 
Illinois  Telephone  Company,  from  the  date  of  its  last 
annual  report  to  this  Commission  to  the  date  the  property 
is  transferred. 

6.  That  no  toll  rate,  toll  contract,  or  charge  for  toll 
service  now  in  effect  in  the  operation  of  the  telephone 
system  controlled  by  the  Reorganization  Committee,  West- 
ern Illinois  Telephone  Company,  shall  be  discontinued  or 
changed  by  the  Mann  Telephone  Company  without  secur- 
ing the  specific  approval  of  the  Piiblic  Utilities  Commis- 
sion thereto. 
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7.  That  said  purchase  and  sale  shall  be  consummated 
by  the  execution  and  delivery  of  good  and  sufficient  deed 
or  instriuiient  of  conveyance,  copy  of  which,  duly  certified, 
shall  be  filed  with  this  Commission  within  five  days  from 
the  consummation  of  said  sale,  and  that  the  said  purchase 
and  sale  shall  not  be  complete  until  this  copy  of  said  deed 
shall  have  been  -filed  with  this  Commission. 

Section  2.  That  a  certificate  of  convenience  and  necessit)- 
to  operate  telephone  exchanges  and  toll  lines  in  and  near 
the  city  of  Bushnell  and  village  of  Good  Hope,  McDonongh 
County,  the  villages  of  Camp  Point,  Lima,  Loraine,  and 
Ursa,  Adams  County,  and  the  village  of  Tioga,  Hancodt 
County  be,  and  the  same  is  hereby,  granted  by  this  Com- 
mission to  the  Mann  Telephone  Company  in  accordance 
with  Section  55  of  an  Act  to  Provide  for  the  Regulation 
of  Public  Utilities,  and  that  the  said  certificate  be  issued 
under  the  seal  of  this  Commission  and  authenticated  by  its 
secretary. 

Section  3.  That  the  Mann  Telephone  Company  be,  and 
the  same  is  hereby,  authorized  to  issue  its  common  capital 
stock  in  the  aggregate  amount  of  $44,000,  par  value. 

Section  4.  That  said  authorized  issue  of  stock  shall  be 
used  as  payment  for  property  to  be  acquired  from  the 
Reorganization  Committee,  Western  Illinois  Telephone 
Company,  by  the  Mann  Telephone  Company  and  described 
in  detail  in  contract  of  sale. 

Section  5.  That  the  Mann  Telephone  Company  shall, 
before  the  issue  and  delivery  of  any  of  the  certificates  of 
said  stock  issue,  cause  to  be  printed,  stamped  or  engraved 
on  the  face  of  each  of  said  certificates,  for  the  purpose  of 
easy  identification,  the  following: 

"  PUBLIC  UTILITIES  COMMISSION  OF  ILLINOIS. 

AUTHORIZATION  NO.  742. 

November,  1918." 

Section  6.  That  the  Mann  Telephone  Company  shall  keep 
separate,  true  and  accurate  accounts  covering  the  disposi- 
tion of  said  stock  herein  authorized  to  be  issued,  and  within 
sixty  days  from  the  date  of  this  order  the  Mann  Telephone 
Company  shall  file  with  this  Commission  a  verified  report, 
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in  duplicate,  signed  by  the  president,  vice-presidait  or  sec- 
retary of  said  company,  showing  the  issuance  and  disposi- 
tion of  said  stock. 

Section  7.  That  the  Mann  Telephone  Company  be,  and 
the  same  is  hereby,  authorized  to  execute  its  note  and 
mortgage  for  $8,000,  payable  June  17,  1921,  and  bearing 
interest  at  6  per  cent,  per  annum,  payable  semi-annually, 
in  order  to  refund  the  sum  now  outstanding  as  an  encum- 
brance against  the  property  covered  by  the  contract  of  sale 
herein  approved,  provided,  that  the  terms  of  said  mortgage 
shall  be  approved  by  this  Commission  and  that  the  note 
and  mortgage  herein  authorized  to  be  issued  be  used  solely 
and  entirely  for  the  purpose  of  cancelling  and  refunding 
the  present  outstanding  encumbrance  against  the  property. 

Section  8.  That  the  Mann  Telephone  Company  shall  file 
a  certificate  showing  the  cancellation  and  cremation  of  the 
mortgage  and  note  now  outstanding  which  is  to  be  retired 
by  the  issuance  of  a  new  mortgage  and  note  as  herein 
authorized. 

Section  9.  That  the  purchase  price  herein  approved  for 
the  property  controlled  by  the  Reorganization  Committee, 
Western  Illinois  Telephone  Company,  shall  not  be  con- 
sidered authoritative  evidence  of  the  value  of  said  prop- 
erty, should  that  qnestion  hereafter  be  presented  to  the 
Commission  in  a  rate  proceeding. 

Section  10.  That  the  Mann  Telephone  Company  shall, 
within  ten  days  of  the  date  of  this  order,  file,  post  and  pub- 
lish schedules  of  all  toll  and  local  rates  now  in  effect  in 
each  exchange  acquired  by  it  under  the  contract  of  purchase 
(uid  sale  approved  herein,  in  conformity  ■with  Section  34 
of  an  Act  to  Provide  for  the  Regulation  of  Public  Utilities, 
now  in  effect  in  Illinois,  and  with  General  Order  No.  28* 
(Conference  Ruling  No.  23)  of  the  Public  Utilities  Com- 
mission of  Illinois. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
eighteenth  day  of  November,  1918. 


•  See  Conunission  Leaflet  No.  54.  p.  21. 
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In   re   Application   of  Bykon  Telephoke  Company  for 

AUTHORTTT   TO    ChAKGE    RaTES    FOB    SERVICE    IN   ByRON, 

Stili^man  Vai.i,ey,  Davis  Junction  anii  Vicinity. 
Case  No.  8553. 

Decided  November  18,  1918. 

Increase  in   Bnnl  Rates   Authorized  —  Allorance  of  Approziinatelj' 

7V3   Per  Cent,   for  Seserre  for  Depreciation  Hade  —  Ooing 

Ooncem    Valne    Allowed  —  Special    LidlTtdnal    Line 

Bosloeee  Rate  Considered  Blscriminatory  — 

Extra  Hileage  Charge  Authorised. 

Applicant  filed  an  increased  schedale  of  rates  for  mral  service  only, 
at  its  exchai^es  &i  Byron,  Stillman  Valley  and  Davis  Junction.  The 
Commission's  engineers  estimated  the  valne  of  the  property,  exclusive  of 
materials  and  supplies,  to  be  $33,900,  based  upon  annual  reports  filed 
with  the  Commission  and  on  the  number  of  connected  stations.  The 
average  net  annual  return  for  1916  and  1917  was  approximately  $1,355. 

Held:  That  the  proposed  rates  wonld  produce  a  very  slight  increase 
in  annual  revenue  owing  to  the  failure  of  some  few  subscribers  to  take 
advantage  of  the  discount  for  prompt  payment,  but  since  they  would 
not  produce  an  excessive  return  upon  any  reasonable  valuation  that  might 
be  placed  upon  the  property,  such  rates  sliould  be  authorized; 

That  the  allowance  of  $3,000,  made  by  the  company  annually,  to 
provide  a  reserve  for  depreciation,  was  considered  reasonable  and  fair 
under  present  conditions; 

That  the  Commission  recognized  that  the  company's  property  con- 
stituted an  assembled  and  established  plant  in  operation  and  earning 
money,  with  a  list  of  subscribers,  and  that  it  had  a  value  as  such  whoUy 
difTerent  from  the  value  of  the  physical  portion  only,  and  that  such  going 
[■oncern  value  was  an  actnal  property  right  to  be  duly  considered  in 
determining  the  value  upon  which  a  return  might  be  fairly  earned, 
and  the  Commission  found  that  the  value  of  the  property  used  and  nsefnl 
in  furnishing  service  and  the  business  attached  thereto,  including  every 
element  of  value  tangible  and  intangible  as  of  September  10,  1918, 
including  the  average  stock  of  materials  and  supplies,  with  a  reasonable 
allowance  for  working  capital  was  $40,000; 

That  the  proposed  special  rate  for  individual  line  business  service  at 
the  countrj'  residence  of  Medill  McCormick  of  $50.00  per  year  was  con- 
sidered discriminatory,  in  that  the  subscriber  would  receive  the  same 
service  as  other  subscribers  in  the  same  classification  and  would  be 
afforded  opportunity  to  secure  connection  with  only  the  same  number 
of  other  stations,  although  paying  a  much  higher  rate; 
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That  the  ComtnisBion  recognised  that  the  famisbmg  of  iadJvidaal  line 
husioeea  service  at  a  distance  of  i^r^  miles  from  the  enchai^  area 
involved  an  investment  per  station  for  plant  much  higher  than  that 
required  for  individual  line  business  service  within  the  exchange  area, 
and  snch  resulting  discrepancy  might  be  equitably  and  fairly  removed 
by  the  establishment  of  an  annual  rate  for  the  required  mileage,  such 
rate  to  be  added  to  the  normal  individual  business  city  rate. 

Opinion  and  Order. 
On  September  10,  1918,  the  Byron  Telephone  Company, 
of  Byron,  Illinois,  filed  schedule  I.  P.  U.  C.  No.  1,  com- 
prising a  proposed  revision  of  certain  rates  for  telephone 
8*"rviee  in  Byron,  Stilhnati  Valley,  and  Davis  Junction,  Ogle 
County,  Illinois.    The  present  rates  are  as  follows: 

Per  Month 

Individual  line  business  telephones $2  00 

Individual  line  residence  telephones 1  50 

Party  line  residence  telephones 1  00 

Rural    telephones,    multi-party 1  50 

Tlie  propoj^ed  schedule  involves  a  change  in  the  rates 
for  rural  service  only,  and  is  as  follows: 

Individual  line  business  telephones $2  00  per  month 

Individual  line  residence  telephones 1  50  per  montli 

Party  line  residence  telephones 1  00  per  month 

Rural   telephones,   multi-party 1  75  per  month 

Individual    line    business   telephones    at    Rock    River 

Farm    2  00  per  month 

Individual    line    business    telephone    at    residence    of 

H«dill  McCormiek 50  00  perannnm 

The  rate  for  rural  telephone  stations  is  subject  to  a  discount  of  25 
«-onts  per  month,  provided  the  rental  is  paid  quarterly,  on  or  before 
the  fifteenth  day,  respectively,  of  Jnnuarj',  April,  July  and  October,  for 
the  current  quarter. 

Th<-  matter  came  on  for  hearing  lieforo  the  Commission, 
at  Sprini^ekl,  September  24,  191S,  the  Byron  Telephone 
CNmipany  being  represented  iiy  Mr.  P.  A.  Nott.  secretary, 
and  no  objections  were  offered  to  the  proposed  rates.  No 
proof  of  publication  of  the  notice  of  application  for 
jiuthoritv  to  increase  rates  ^\  as  offered,  but  testimony  shows 
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that  the  municipal  authorities  of  Byron  were  notified  of- 
the  proposed  change.  The  revised  schedule  of  rates  is  to 
be  placed  in  effect  November  1,  1918,  and  adequate  proof 
of  publication  on  October  4  and  October  11  of  a  notice  that 
application  has  been  made  for  authority  to  increase  rates 
has  been  received  since  the  hearing. 

E-Kpense  and  revenue  statements  for  the  period  January 
1,  1918,  to  September  24,  1918,  were  filed  and  the  annual 
reports  on  file -with  the  Public  Utilities  Commission  were 
also  made  a  part  of  the  record. 

It  appears  that  the  Byron  Telephone  Company  furnished 
service  on  December  31,  1917,  to  678  telephone  stations, 
connected  with  switchboards  in  the  villages  of  Byron, 
Stillman  Valley  and  Davis  Junction  and  classified  as 
follows : 

One-party  lines,  business,  city  stations 43 

Two-party  lines,  business,  city  stations 52 

One-party  lines,  residence,  city  stations 29 

Two-party  lines,  residence,  city  stations 24 

Three-party  lines,  rewdence,  city  stations .■ 45 

Four-party  lines,  residence,  eity  stations 62 

Five-party  lines,  residence,  city  stations 25 

Multi-party  lines,  residence,  city  stations 12 

One-party  rural  lines,  stations '■ 2 

Multi-party  rural   lines,   stations 392 

Extension  sets  2 


The  average  of  operating  revenue  for  the  two  years  1916 
and  1917  is  $12,070,  while  the  average  of  operating  expense 
for  the  same  period  is  $10,318.  Allowing  $397,  the  average 
sum  actually  paid  annually  for  taxes  and  miscellaneous 
expense  during  the  same  period,  tlie  net  annual  return  from 
operation,  therefore,  is  approximately  $1,355. 

No  detailed  appraisal  of  plant  ot  the  Byron  Telephone 
Company  was  submitted,  but  an  estimate  made  by  the  Com- 
mission's eiigineer.s,  based  upon  annual  reports  filetl  with 
the  Public  Utilities  Coimnission  which  were  made  a  part 
of  the  record,  and  on  the  num))er  of  ennnecttd  stations, 
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shows  that  the  physical  portion  of  the  property,  esclusive 
of  materials  and  supplies,  is  worth  at  least  $33,900. 

The  Commission  recognizes  fully  that  the  company's 
property  constitutes  an  assembled  and  established  plant 
in  operation  and  earning  money,  with  a  list  of  subscribers ; 
that  it  has  a  value  as  such  wholly  different  from  the  value 
of  the  physical  portion  only,  and  that  such  going  concern 
value  is  an  actual  property  right,  to  be  duly  considered 
in  determining  the  value  upon  which  return  may  he  fairly 
earned. 

After  carefully  considering  every  fact  and  circumstance 
having  a  bearing  in  the  matter,  and  including  the  average 
stock  of  materials  and  supplies,  as  reported  for  the  years 
1916  and  1917,  witli  a  reasonable  allowance  for  working 
capital,  the  Commission  is  of  the  opinion,  and  finds,  that 
the  value  of  the  property  used  and  useful  in  furnishing 
telephone  ser\'ice  in  the  villages  of  Byron.  'Stillman  Valley 
and  Davis  Junction,  and  the  business  attached  thereto, 
including  every  element  of  value,  tangible  and  intangible, 
as  of  September  10,  1918,  is  at  least  $40,000.,  The  net 
return  under  the  present  rate  schedule,  $1,356,  is  approxi- 
mately 3.4  per  cent,  of  this  value. 

Dnring  the  years  1916  and  1917  the  sum  of  $3,000  was 
set  aside  annually  to  provide  a  reserve  against  deprecia- 
tion, and  .after  fuU  consideration  of  all  the  circumstances, 
the  Commission  is  of  the  opinion,  and  finds,  that  this  is  a 
reasonable  and  fair  annual  allowance,  under  present  con- 
ditions, to  provide  adequate  reserve  against  depreciation. 

After  giving  the  matter  careful  consideration,  the  Com- 
Hiisaion  is  also  of  the  opinion,  and  finds,  that  the  proposed 
schedule  of  telephone  rates  at  Byron,  Stillman  ■\'"alley  and 
Davis  Junction  will  produce  a  very  plight  increase  in 
animal  revenue,  owing  to  the  failure  of  some  few  sub- 
scribtTs  to  take  advantage  of  the  discount  for  prompt  pay- 
ment, that  the  proposed  rates  are  fair  and  reasonable,  and 
that  they  will  not  jiroduce.  an  excessive  return  upon  any 
reasonable  valuation  that  may  be  placed  upon  the  oom- 
jany's  property. 
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The  proposed  rate  for  individual  line  business  service 
of  $50.00  per  year  for  the  sole  purpose  of  furnishing  indi- 
vidual business  service  to  the  farm  of  Medill  McCormick, 
is  discriminatory,  in  that  the  subscribf;r  will  receive  the 
same  service  as  other  subsciihera  in  the  same  classification 
and  will  be  afforded  opportunity  to  secure  connection  with 
the  same  number  only  of  other  telephone  stations,  although 
paying  a  much  higher  rate.  The  Commission  recognizes, 
however,  that  the  furnishing  of  individual  line  business 
telephone  service  at  a  distance  of  approximately  4^  miles 
from  the  exchange  area  involves  an  investment  per  station 
for  plant  much  higher  than  that  required  for  indi\idual 
line  business  service  within  the  exchange  area. 

It  is  obvious  that  when  rural  multi-pnrty  service  stand- 
ards are  perriiissible,  the  plant  investment  per  station  is 
reduced  by  the  connection  of  a  number  of  telephones  to 
one  circuit.  The  resulting  discrepancy  between  the  actual 
cost  of  furnishing  individual  line  business  service  in  the 
exchange  area  and  outside  of  it  may  be  equitably  and  fairly 
removed  by  the  establishment  of  an  annual  rate  for  the 
required  mileage,  such  rate  to  be  added  to  the  normal  indi- 
vidual business  city  rate. 

It  is,  therefore,  ordered,  That  the  Byron  Telephone  Com- 
pany be,  and  the  same  is  hereby,  authorized  to  discontinue 
the  exchange  rates  now  in  effect  in  Byron,  Stillman  Valley 
and  Davis  Junction,  Ogle  Coxmty,  and  vicinity,  and  to  sub- 
stitute therefor  the  following  schedule: 

Per  Month 

Individual  line  business  telephones $2  OO 

Individual  line  residence  telephones 1  50 

Party  line  residence  telephones 1  00 

Rural  telephones,  multi-party   1  75 

Extra  mileage:  Per  Tear 

Line    extending    beyond    the    established    e.xchange    area, 

individual  line,  per  quarter  mile  or  fraetion  thereof 3  00 

Tlic  rate  for  rural  telephone  atntiona  is  subject  to  a  discount  of 
25  cents  per  month,  provided  the  rental  is  paid  on  or  before  tlie  fifteenth 
dny  of  the  first  month  of  each  ([uarter  beg-inning,  re8i>ertivel3-,  on 
January  1,  April  1,  July  1,  and  October  1,  of  each  year. 
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It  is  further  ordered,  That  the  schedule  of  exchange  tele- 
phone rates  authorized  herein  shall  be  filed,  posted  and 
published  by  the  Byron  Telephone  Company  in  conformity 
with  Section  34  of  an  Act  to  Provide  for  the  Regulation 
of  Public  Utilities  and  General  Order  No.  28"  (Conference 
Ruling  No.  23)  of  the  Public  Utilities  Commission  of 
Illinois ;  that  it  shall  be  known  as  I.  P.  U.  C.  No.  1,  and  shall 
become  effective  as  of  November  15,  1918. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
eighteenth  day  of  November,  1918. 


*  See  Commission  Leaflet  No.  54,  p.  21. 
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PnbUc  Service  Commission. 

In  re  Aphjcation   of  Roahk    Tblephoiie   Company 

AUTHOBITY  TO  IncBBASB  RaTES. 


Decided  October  23,  1918. 

IncrewM  In  Batw,   Wu  Oondttiona  Ooiuidnvd,   Anthorind  —  6   Pn 

Cent  Fixed  m  Sate  of  Eetnm  —  &  Pei  Cent  AUowad  for 

BeMTve  for  DepracUtion  —  Deflnito  D^rocUtutn  Fimd 

.  PrMcrflMd —  ThiM  Months'  RontEl  In  Adruico 

1^  New  Snbacriben,  AnUKHrlxad. 

Applicant  sought  aatbority  to  Bubstitute  for  its  present  rates,  ranging 
from  $1.00  to  $1.60  per  month,  rates  varying  from  $1.35  to-  $2.00  per 
month,  per  telephoae,  for  various  classes  of  service;  also  to  establish 
a  10-cent  toll  rate  between  certain  points,  and  to  reqaire  a  deposit  equal 
to  three  months'  rental  from  all  iiew  subscribers,  and  for  authority  to 
charge  certain  instatlation  and  moving  chaiges. 

The  Commission's  engineers  estimated  the  reproduction  cost  of  tbe 
property  at  $43,412,  and  its  present  value  at  $35,906,  including  in  both 
values  12  per  cent,  for  overhead.  Applicant's  engineers,  including  an 
allowance  of  8  per  cent,  for  intangible  capital,  showed  a  reproduction 
coat  of  $44,532,  and  a  present  value  of  $37,382.  The  total  cost  inTest- 
ment  in  the  plant,  aside  from  the  reinvestment  of  earninga,  was  $16,000. 
Substantial  donations  of  labor,  the  nse  of  automobiles  and  of  directtns' 
services,  were  made  since  the  organizatioD  of  the  company  in  1901.  The 
Commission  estimated  the  operation  expenses  for  1918  would  be  $6,000. 

Held:  That  the  increased  business,  residence  and  rural  rates  as  art 
forth  by  the  Commission,  which  would  net  the  company  $10,131.26, 
should  be  authorized; 

That  applicant  should  be  allowed  to  earn  a  return  of  6  per  cent,  apon 
$38,305,  which  valuation  was  the  reasonable  value  of  the  pi-operty,  allow- 
ing $400  for  working  capital  and  $2,000  as  the  cost  of  bringing  the 
property  to  its  present  state  of  efficiency; 

Xbat  applicant  should  be  allowed  a  reserve  for  depreciation  of  5  per 
cent,  upon  the  value  of  its  property  used  and  useful  for  the  convenience 
of  the  public,  less  the  value  of  land,  materials  and  supplies,  or  5  per 
cent,  of  $36,069; 
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That  the  rc«en'e  for  depreciatioa  fund  should  be  k«pt  separate  and 
handled  with  proper  accaiuiting.  Siottey  accumulated  in  such  fund 
should  be  invested  in  government  or  other  hi^h  grade  listed  securitiee, 
which  should  net  a  return  not  less  than  4  per  cent.  Applicant  might 
borrow  from  this  fund  for  a  period  not  to  exijeed  one  year,  to  cover 
not  more  than  75  per  cent,  of  the  cost  of  new  coustmction,  hut  in  such 
case  applicant  should  pledge  to  said  fund  its  own  notes  or  bonds  bearing 
interest  at  the  rate  of  not  less  than  4  per  eent.; 

That  a  deposit  equal  to  three  months'  rental  sboold  be  aathorized  to 
be  required  of  all  new  subscribers,  the  same  to  be  applied  on  the  first 
three  months'  rental.     The  petition  in  all  other  respects  should  be  denied. 

Opinion  and  Obdee. 

On  June  24,  1918,  the  Roann  Telephone  Company  of 
Boajin,  Wabash  County,  Indiana,  filed  a  petition  with  the 
Public  Service  Conunission  of  Indian  averring  that  it  is 
a  public  utility  operating  under  the  laws  of  the  State  of 
Indiana;  that  it  operates  telephone  exchanges  at  Roann 
and  at  Chill,  in  Miami  County,  with  lines  radiating  there- 
from to  the  country  adjacent  thereto. 

Petitioner  further  averred  that  it  has  had  in  effect  since 
January  1,  1913,  the  following  schedule  of  rates,  tolls  and 
charges: 

Per  Month 

Independent  line,  business  telephone $1  SO 

Independent   Hue,    residence  telephone 1  00 

Party  line  telephone , 1  00 

Rural  party  lines 1  00 

Free  service  furnished  from  Roann  to  Akron,  from  Roaua  to  Hacy, 
and  from  Chili  to  Uacy. 

Petitioner  averred  that  its  present  schedule  of  rates, 
tolls  and  charges  is  wholly  inadequate  and  insufficient 
properly  to  maintain  the  plant,  to  provide  for  increased 
waj^es,  increased  cost  of  material,  a  sufficient  depreciation 
fund,  and  proper  income  upon  the  investment.  Petitioner 
averred  that  it  has  been  compelled  to  borrow  a  large  sum 
of  money  in  order  to  repair  and  replace  lines  damaged  by 
the  sleet  storm  of  1918,  which  damage  amounted  to  more 
than  $6,000,  including  the  loss  of  revenue  occasioned  by  the 
sleet  storm. 
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Petitioner  applied  for  authority  to  establish  a  new 
schedule  of  rates,  tolls  and  charges,  with  rates  varying: 
from  $1.35  to  $2.00  per  month,  per  telephone,  for  various 
classes  of  service;  for  authority  to  establish  a  10-cent  toll 
rate  between  Roaun  and  Akron,  Eoann  and  Maey,  and  Macy 
'  and  Chili;  for  authority  to  charge  $2.50  for  moving  tele- 
phones; for  authority  to  require  deposit  equal  to  three 
months'  rental  from  all  new  subscribers;  and  for  authority 
to  charge  $1.00  for  reconnecting  an  individual  line  tele- 
phone and  $2.50  .for  reconnecting  a  party  line  telephone, 
disconnected  for  the  non-payment  of  rental  charges. 

Due  and  timely  notice  having  been  served  upon  all 
interested  parties  including  the  xM>titioner,  the  town  offi- 
cials of  the  town  of  Roaim  and  the  Roann  Clarion,  pub- 
lished at  Roann,  Indiana,  the  matters  contained  in  said 
petition  were  heard  Septemljer  27, 1918,  at  the  State  House, 
Indianapolis,  Indiana.  The  petitioner  was  represented  by 
J.  K.  Johnston,  telephone  engineer  and  appraiser.  There 
were  no  other  appearances. 

A  tentative  estimate  of  the  value  of  petitioner's  prop- 
erty made  by  the  engineering  department  of  the  Public 
Service  Commission  and  submitted  in  evidence  shows  that 
the  reproduction  cost  of  all  of'  petitioner's  property 
amounts  to  $43,412,  including  12  per  cent,  for  overhead 
expense,  and  $35,905  present  value,  including  12  per  cent, 
allowance  for  overhead.  The  valuation  as  made  by  peti- 
tioner's engineer,  including  an  allowance  of  S  per  cent, 
for  intangible  capital,  shows  a  reproduction  cost  of  $44,532 
and  present  value  of  $37,382. 

The  evidence  shoM-s  that  the  petitioner  company  was  first 
organized  in  1901  and  incorporated  in  1903  for  $15,000; 
that  from  1906  to  1918  the  actual  capital  outstanding  was 
$14,460,  and  that  upon  this  capital  from  1903  to  1917,  divi- 
dends amounting  to  an  average  of  6.7  per  cent,  annually 
were.  paid. 

The  total  cost  investment  in  petitioner's  plant,  aside 
from  the  reinvestment  of  earnings,  is  $15,000.  The  evi- 
dence shows  that  substantial  donations  of  labor,  the  use 
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of  thf  automobiles  and  of  directors'  services,  have  been 
made  since  the  organization  of  the  company  in  1901.  The 
e\idence  does  not  disclose  the  total  value  of  these  dona- 
tions, hut  they  must  be  considered  in  connection  with  peti- 
tioner's claim  to  an  allowance  over  and  above  the  stripped 
structural  value  of  its  plant  as  a  cost  of  bringing  the  prop- 
erty to  the  present  state  of  efficiency. 

For  the  purpose  of  this  cause,  the  Conunission  is  of  the 
opinion  that  there  should  be  added  to  the  present  value 
of  petitioner's  plant,  estimated  at  $35,905  by  the  engineer- 
ing department  of  this  Commission,  the  sum  of  $400  for 
working  capital,  and  the  sum  of  $2,000  as  the  cost  of  bring- 
ing the  property  to  the  present  state  of  efficiency.  The 
Coimnission,  therefoi"e,  will  use  for  the  purposes  of  this 
cause,  a  valuation  of  $38,305,  which  it  believes  to  be  the 
rea.«onable  value  of  petitioner's  property  at  this  time. 

In  view  of  industrial  conditions  brought  on  by  the  war 
and  in  view,  further,  of  the  Commission's  frequently 
expressed  policy  of  requiring  the  public  utilities  of  this 
State  to  bear  a  part  of  the  burden  incident  to  this  war, 
the  petitioner's  rate  of  return  will  he  limited  to  6  per  cent. 
Strictly  as  a  retuiTi  upon  its  investment,  it  will  be  allowed 
to  earn  a  rate  of  6  per  cent,  upon  $38,306,  or  $2,298.30. 
Petitioner  will  also  be  allowed  a  depreciation  rate  of  5  per 
cent,  upon  the  value  of  its  property  used  and  useful  for  the 
convenience  of  the  public,  less  the  value  of  land  and 
mar(»rial  and  snpplies,  or  ."j  pi-r  cent,  upon  $36,659.  This 
is  equal  io  the  sum  of  $1,832.95. 

Tiie  operating  expenses  of  petitioner  were  $4,968.82  for 
the  year  ending  December  31,  1915,  $5,802.91  for  the  year 
ending  December  31,  1916,  and  $6,055,72  for  the  year  end- 
ing December  31,  1917.  The  operating  expenses  for  the 
first  six  months  of  1918  were  $2,791.84,  not  including  sleet 
stonn  damage  amounting  to  $6,174.76,  or  at  the  rate  of 
$5,583.68  for  the  year.  For  the  months  of  July  and  August, 
1918,  the  total  operating  expenses  were  $1,291.77,  or  at 
the  rate  of  $7,750.62,  for  the  year.  There  was  no  explana- 
tion offered  in  evidence  for  the  abnonnallv  large  increase 


DigilizcdbyCOOglc 


376  Indiana   Public   Service   Commission. 

(Ind. 
in  operating  expenses  for  the  months  of  July  and  August, 
1918.  The  Commission  believes  that  an  allowanpe  of  $6,000 
annually  will  be  sufficient  for  operating  expenses  if  the 
depreciation  of  petitioner's  plant  is  provided  for  out  of 
the  nionpys  herein  set  apart  for  depreciation  and  operat- 
ing expenditures,  limited  in  accordance  with  the  Coinmis- 
sion's  Uniform  Classification  of  Accounts." 

Petitioner  is  entitled,  by  the  evidence  in  this  cause,  sub- 
stantially to  earnings  as  follows: 

Operating  expense  $6,000  00 

Depreciation,  5  per  cent 1,832  95 

Return  during  war,  6  per  cent 2,298  30 

TOTAL   «10,131  25 

The  Commission  finds  that  petitioner's  present  rates, 
tolls  and  charges  are  inadequate  and  insufficient  to  provide 
necessary  revenue  during  the  present  high  period  of  operat- 
ing costs.  While  rates  herein  provided  will  fail  somewhat 
to  provide  the  full  measure  of  revenue  to  which  petitioner 
is  entitled,  with  a  return  of  normal  times  the  revenues 
will  increase  from  the  natural  growth  of  the  business  and 
the  operating  costs  will  decline. 

It  is  ordered  by  the  Public  Service  Commission  of 
Indiana,  That  effective  November  1,  1918,  petitioner  shall 
establish  the  following  schedule  of  rates,  tolls  and  charges: 

Gross  Net 

Individual  business  telephones,  Roann  and  Chili $1  85      $1  75 

Individual  residence  telephones,  Roann  and  Chili 1  60         1  53 

Party  line,  residenee  telephones,  Roann  and  Chili 1  45        1  35 

Party  line,  rural  telephones 145         135 

Extension  telephones  35  25 

Desk  telephones,  extra 20  10 

A  discount  of  10  per  cent,  per  month,  per  telephone,  from  the  gross 
rates  above  provided,  will  be  allowed  if  bilb  are  paid  on  or  before  the 
fifteenth  of  the  month  for  which  service  is  rendered,  except  that  bills 
-3r  telephone  service  in  the  country  shall  be  paid  quarterly,  and  the 

'  See  Commission  Leaflet  No.  67,  p.  61. 
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above  discount  will  he  allowed  if  bills  are  paid  on  or  before  the  fifteenth 
day  of  the  second  month  of  each  quarter  for  which  service  is  rendered. 

Independent  line  telephones  ontside  the  corporation  limits  of-  the  town 
of  Roann  and  ontside  of  the  village  of  Chili  will  be  chai^d  the  r^^lar 
independent  line  residence  rate  above  provided,  and  in  addition  thereto, 
91^  per  year,  payable  in  advance  for  each  one-quarter  mite  beyond  the 
corporation  limits  of  the  town  of  Roann  or  beyond  the  natural  limits  of 
tbe  village  of  Chili. 

A  deposit  equal  to  three  months'  rental  will  be  required  from  all  new 
subscribers,  the  same  to  apply  on  the  first  three  months'  rental. 

//  is  further  ordered,  That  petitioner  shall  pay  into  a 
depreciation  fund  the  moneys  provided  for  depreciation, 
which  fund  shall  be  held  separate  and  handled  with  proper 
accounting;  that  there  shall  be  paid  out  of  this  fund  aU 
costs  of  meeting  depreciation.  Moneys  accumulating  in 
said  fund  shall  be  invested,  and  if  invested  such  invest- 
ment shall  be  made  in  government  or  other  high  grade 
listed  securities,  which  shall  b<'  held  strictly  in  said  fund 
and  used  for  no  other  purpos^e,  and  which  shall  return  to 
^;aid  fund  not  less  than  4  per  cent,  interest  per  annum;  or 
petitioner  may  borrow  from  this  fund  for  a  period  of  not 
to  exceed  one  year  money  to  covei-  not  more  than  75  per 
rent,  of  the  cost  of  new  construction,  extensions  or  addi- 
tions to  the  property,  items  propeily  chargeable  to  capital 
account,  but,  in  such  event,  petitioner  shall  pledge  to  said 
fund  its  own  notes  or  bonds  bearing  interest  at  the  rate 
of  not  less  than  4  per  cent  per  annum;  said  interest  to 
accrue  to  said  fund.  Such  moneys  as  borrowed  by  peti- 
tioner shall  be  repaid  in  full  within  one  year.  In  handling 
said  fund  petitioner  will  be  held  strictly  accountable  for 
its  safe  investment,  proper  administration  and  accounting. 
Said  accounting  shall  be  double  entry  with  the  asset  account 
designated  Depreciation  Fund;  the  liability  account  desig- 
nated Depreciation  Reserve. 

It  is  further  ordered,  That  the  juayer  of  petitioner  in 
all  other  particulars  be,  and  the  same  is  hereby,  denied. 

October  ^T).  1918. 


DigilizcdbyGOOglc 


378  Indiana    Pubuc    Servick    Commission. 

[IbA 

/«  re  Order  No.  1931  of  the  Postmaster  General.  Provid- 
ing FOR  Automatic  Filing  by  Commission  of  Rates 
Established  by  Postmaster  General  foe  Installa- 
tion AND  Moving  of  Telephones. 

No.  4233. 

Decided  October  25,  1918. 

Inatkllatioii  and  Moving  Ohugos  Presciibod  \v  FoBtnuitor  0«n«nl 
Oonaldered  u  AotonuticallT  Filed  With  Oonuniuion. 

Opinion  and  Order. 

The  Federal  Govermneiit  has  by  proclamation  of  the 
President  of  the  United  States  taken  over  the  control  of 
the  telephone  systems  of  the  I'ountry.  and  the  President  has 
appointed  A.  S.  Burleson,  Postmaster  General,  as  the 
director  of  telephone  systems  and  lines  under  Federal 
control. 

The  Postmaster  General  pursuant  to  such  authorit)' 
issued  Government  Order  No.  1931,  which  is  as  follows: 

"  Owing  to  the  necessity  for  conserving  labor  and  material  and  to 
eliminate  a  cost  which  is  now  borne  by .  the  permanent  user  of  tbe 
telephone,  B  readiness  to  serve  or  installation  charge  will  be  made  on 
and  after  September  1,  1918,  for  all  new  installations;  also  a  chuge 
for  all  changes  in  location  of  telephones. 
Installation  charges  to  be  as  follows: 

Where  the  rate  is  $2.00  a  moYi'th,  or  less $5  00 

Where  the  rate  is  more  than  $2.00  but  not  exceeding  $4.00 

a  month    10  00 

Where  the  rate  is  more  than  $4.00  a  month 15  00 

The  moving  chaise  to  the  subscriber  will  be  the  actual  cost  of  l^tor 
and  material  necessary  for  making  the  change." 

Thereafter  the  Postmaster  General  is.''ned  the  following 
explanatory  instructions: 

"Or-FICE  OT  THE  POSTMASTEB   GENERAL, 

Washington,  Sept.  14,  1818. 
Order  No.   1931,   issued  by  me  under  date  of  August  28,   provided 
certain  charges  for  all  instsllations  of  telephones  on  and  after  September 
1,  1918.  niso  a  charge  for  the  'moving'  of  telephones.     On  account  of 
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the  many  inquiries  regarding  the  order,  the  following  inetmctions  &i« 
issned: 

1.  Installation  charges  made  effective  by  Order  No.  1931  shall  be 
referred  to  by  telephone  companies  and  collected  from  snbscribera  as 
'  Serviw  Connection  Chaises '  and  shall  be  based  on  the  minimum  net 
nte  charged  to  the  subscriber.  These  service  connection  charges  shall 
be  collected  from  all  applicants  for  new  or  additional  service  at  the 
time  of  application  and  before  such  new  service  or  additional  service 
is  established. 

2.  In  cases  of  '  Changes  of  Name '  or  where  no  lapse  service  occurs,  ' 
the  miBimnm  chai^  of  $3.00  shall  apply  in  all  eases. 

3.  Service  connection  chaises  do  not  apply  to  extension  bells,  push 
bnttons,  bazzers,  or  miscellaneous  equipment  of  like  character,  nor  to 
diieetoiy  listings. 

4.  With  the  exceptions  above  noted  the  service  connection  charge  shall 
apply  to  each  class  of  service  and  class  of  equipment  furnished  the 
applicant  for  which  the  company  shall  have  a  regular  separate  estab- 
lished rate,  and  the  amount  of  the  service  connection  charge  shall  be 
determined  by  the  amount  of  the  regular  established  rate,  in  accordance 
with  the  terms  of  Order  No.  1931. 

5.  All  subscribers  who  pay  the  service  connection  charges  established 
imder  Order  No.  1931  shall  be  relieved  of  any  other  service  connection 
chaises,  cancellation  charges,  charges  made  in  liquidation  of  damages  on 
account  of  short  terms,  and  short  term  rates;  and  the  use  of  one  year 
or  any  other  period  in  excess  of  one  month  as  a  minimum  contract 
period  for  telephone  service. 

6.  The  '  Uoving  Charge '  referred  to  in  Order  No.  1931  applies  only 
to  changes  in  the  location  of  equipment  on  the  premises.  Such  changes 
are  generally  known  as  '  Inside  Moves '.  For  purposes  of  economy  in 
administration  and  for  the  convenience  of  the  public  the  (;h»<rge  for 
moving  a  telephone  set  from  one  location  to  another  on  the  same 
premises  shall  be  $3.00.    The  charge  for  moving  all  other  equipment  from 

.  one  location  to  another  on  the  same  premises  shall  be  based  on  the  cost 
of  labor  and  material. 

7.  Order  No.  1931  abolishes  the  distinction  heretofore  made  by  some 
companies  between  a  new  installation  or  a  new  service  connection  and 
an  'Outside  Move*;  and  all  changes  in  the  location  of  the  subscrib:tr 
which  have  heretofore  been  described  as  '  Outside  Moves '  will  hereafter 
be  treated  as  new  '  Service  Connections,'  and  subject  to  the  service  con- 
nection phanTcs  of  Order  No,  1931  and  of  these  instructions  supple- 
mentary thereto. 

8.  Service  connection  charges  do  not  apply  to  the  service  known  as 
'  Service  Stations '  or  '  Switching  Service ',  and  they  do  not  supersede 
spennl  <nstnllation  or  constmction  chaises  or  mileage  chains  of  any 
kind." 
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The  Public  Service  Commission  of  Indiana  desiring  to 
cooperate  with  the  Federal  Government  in  the  control  of 
telephones,  and  believing  that  the  simplest  and  most  effi- 
cient procedure  should  be  adopted,  is  of  the  opinion  that 
the  rates  for  installation  charges  and  moving  charges  as 
prescribed  by  thi'  Postmaster  General  should  automatically 
be  filed  as  a  part  of  the  rate  schedules  of  all  telephone  com- 
panies now  on  file  in  the  office  of  the  Public  Service  Com- 
mission of  Indiana. 

It  is,  therefore,  ordered  hy  the  Public  Service  Commis- 
t<ion  of  Indiana,  That  Government  Order  No.  1931,  issned 
hy  Postmaster  General  Burleson,  and  the  instmctionB 
issued  by  him  in  connection  therewith  on  September  14, 
1918,  be,  and  the  same  are  hereby,  automatically  filed  and 
made  a  part  of  the  schedules  of  rates  of  all  telephone  com- 
panies now  filed  with  the  Public  Service  Commission  of 
Indiana. 

Such  rates  for  installation  charges  and  moving  charges, 
mid  the  rules  and  instructions  issued,  by  the  Postmaster 
General,  and  above  set  out,  shall  hereby  be  considered  as 
liaving  been  filed  with  the  Public  Service  Commission  of 
Indiana  hy  all  telephone  companies  within  the  State,  and 
s'hall  be  of  the  same  force  and  effect  as  if  such  charges  and 
instructions  were  actually  so  filed  by  each  of  such 
companies- 
October  25.  1918. 

Indiana    Hotel    Company    v.    David    R.    Foboan    et    ai., 

Re(:eivbrs,  Central  Union  Telephone  Company. 

No.  1881. 

Derideil  October  29,  1918. 

Sabeariitg    of    Order*    Be<ininiis    Phrsical    Oonnoctioii    with    HoUI't 

Private  Exchangs  Sjttan.  Dwiiod. 

K^i-i-ivcfii  ol'  CciitrnI   I'liioii  Telephone  Company  sought  n  rehearini; 

of  the  orUert   of  tlK-  ComniiBsion  rpquirinf!:  it  to  install  6  trunk  lines 


'  Snit    to   set    this   ordt-r  aside  was   brought    in   thp   Superior   Court 
November  12,  1918. 

t  See  Commission  Ijenllet  No.  82.  p.  1309. 
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and  a  switchboard  in  Claypool  Hotel  for  nse  in  connection  with  room 
telephones  installed  hy  the  fndlaoapolis  Telephone  Company,  and  now 
connected  with  that  company.  Heretofore  the  Central  Union  Company 
has  maintained  booths  in  the  lohhy. 

Held:  That  dissimilarity  of  equipment  and  inatm mentalities  was  not 
in  itself  conclusive  that  physical  connection  would  result  in  substantial 
detriment  to  service,  as  claimed  by  the  respondent,  for  if  respondent 
and  allied  companies  were  to  enforce  a  rule  of  refusing  service  except  to 
cxchanffes  and  systems  having  identical  or  uniform  equipment  and 
instrumentalities,  a  demoraliEation  of  telephone  service  would  resalt. 
Long,  distance  calls  and  toll  messages  originating  or  tenninating  cm 
systems  with  diver^nt  equipment  and  instrumentalities  were  accepted  - 
by  respondent,  and  such  calls  were  not  refused  on  account  of  the  impair- 
ment of  the  standard  of  service  heretofore  rendered  by  respondent  to 
tbe  public.  The  hotel  company  was  required  to  maintain  its  lines  and 
equipment  in  a  reasonably  efficient  operating  condition  and  any  failure  of 
its  equipment  to  render  adequate  service  could  be  remedied  by  an  order 
by  the  Cmnmission; 

That  tbe  hotel's  telephone  plant  and  system  was  within  the  deflnitivc 
terms  of  the  Utility  Commission  Act  and  the  hotel,  in  so  fnr  as  the 
ownership,  management  and  control  of  its  telephone  plant  was  con- 
cerned, was  a  public  utility,  and  if  the  hotel  company  were  to  ehai^e 
exorbitant  rates,  the  fixing  of  such  rates  for  service  would  properly  be 
a  matter  falling  within  the  jurisdiction  of  the  Commission; 

That  a'thougb  the  hotel  company  had  not  filed  annual  reports  and 
had  not  ofBcially  recognized  the  regulatory  restrictions  imposed  by  law, 
and  had  not  obtained  a  certificate  of  public  convenience  and  necessity, 
its  identity  as  a  public  utility  was  not  changed; 

That  tbe  hotel  company  was  entitled  to  physical  connection  under  the 
provisions  of  Section  8  of  the  Utility  Commission  Act,  as  public  con- 
venience and  necessity  required  a  physical  connection,  and  it  would  not 
result  in  irreparable  injury  to  the  owners  or  nsers  of  the  facilities  of 
respondent,  nor  in  any  substantial  detriment  to  the  service  to  be  rendered 
by  respondent; 

That  national  control,  and  public  and  national  war  time  necessity 
demanded  such  physical  connection.  The  Commission  took  official  notice 
of  the  fact  that  the  Federal  Government  had  taken  over  the  control 
of  all  te'cplione  properties,  and  while  the  Receivers  were  protesting 
against  the  unification  of  service,  the  Postmaster  Ceneral  was  urging, 
if  not  deiiiand'ng.  the  same.  No  single  or  individual  telephone' service 
in  Indianapolis  presented  such  a  need  for  connection  and  unification  as 
was  presented  by  tlie  one  in  this  instance; 

That  tlie  rates  previously  authoriEed  for  the  trunk  line  connections 
were  not  considered  discriminatory  as  against  other  hotel  companies, 
since  no  comparison  could  be  made  with  them,  as  no  other  hotel  in 
Indianapolis  owned  and  operated  its  own  plant  and  system. 
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Opix'on  asd  Okdeb. 

In  passing  on  tliis  petition  lor  rehearing,  the  Commission 
ifi  reluctantly  impelled  to  an  expression  of  its  disappoint- 
ment at  the  failure  of  the  respondent  to  abide  a  decision* 
herein  which,  other  than  being  I«sed  on  the. law,  was 
designed  to  operate  as  a  measnre  of  local  war  service.  The 
need  for  immediate  unification  of  telephone  service  is  obvi- 
ous. A  vigorous  cooperation  with  the  important  war  poli- 
cies of  the  Federal  G-overnment  in  the  administration  of 
the  telephone  systems  and  service  of  the  country  is  a 
national  obligation  that  transcends  petty  technicalities  and. 
i:elfish  interest.  True,  no  teleplione  utility  should  he 
called  upon  uniicc<'ssarily  to  sacrifice  substantial  property 
interests,  or  to  ^'ufFpr  irreparable  damage.  But  the  evi- 
dence herein  did  not  disclose  the  possibility  of  respondent 
suffering  aiiy  such  loss  oi-  damage  from  acceptance  of  the 
order  heretofore  entered. 

Tiie  respondents  have,  however,  a  legal  right  to  proceed, 
and  il  is  the  duty  of  the  Commission  fairly  to  consider  the 
several  reasons  assigned  as  grounds  for  a  rehearing 
herein. 

The  first  reason  for  rehearing  assigned  by  respondents 
is  as  follow^: 

"  The  Commission  erred  in  fltiding  that  the  petitioner  as  a  matter  uf 
its  right  to  ndeqnnte  service  is  entitled  to  trunk  tine  connection  with  the 
Centra!  Union  Telephone  Company,  for  the  reason  that  euch  finding  is 
riot  Rupport«^  by  snfBcient  evidence, —  is  contrary  to  law,  and  does  not 
sutTic'cntly  consider  the  responsibility  imposed  upon  the  respondents  to 
render  efficient  service  to  the  other  subscribers  of  the  facilities  afforded 
by  the  respondents,  and  does  not  consider  the  necessity  that  the  respond- 
ents have  complete  control  over  all  instrumentalities  connected  with  their 
telephone  system,  or  the  uniformity  of  such  instrumentalities,  and  that 
such  finding  establishes  the  principle  of  private  ownership  of  telephone 
equipment,  thereby  permitting  the  connection  of  a  variety  of  equipment, 
much  of  which  would  be  inferior  in  quality  and  design,  with  the  system 
operated  by  the  respondents,  which  connections  will  result  in  the  impair- 
ment of  the  standard  of  service  heretofore  rendered  by  the  respond- 
ents to  the  public." 


■  Sec  Conmiission  Leaflet  No,  82,  p,  1309. 
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The  Commission  is  of  the  opinion  that  the  petitioner, 
Indiana  Hotel  Company,  is  as  a  matter  of  its  right  to  ade- 
quate sfi-viee,  entitled  to  trunk  linu  connection  ^vith  the 
Central  Union  Telephone  Company.  That  there  is  ample 
cxidenee  and  legal  authority  to  support  such  finding.  The 
Commiasion  folly  considered  the  responsihUjty  imposed 
upon  respondents  to  render  efficient  service  to  other  sub- 
scribers of  the  facilities  afforded  by  respondents.  The 
necessity  that  the  respondents  have  complete  control  over 
all  iastrumentalities  connected  with  their  telephone  sys- 
tem, or  the  uniformity  of  such  inst  rumen talitiee,  was  like- 
wise  considered. 

The  respondents  at  other  places  in  the  State  connect 
*ith,  and  render  service  to  telei>hone  systems,  the  instru- 
inentalities  of  which  are  not  under  the  control  of  respond- 
ents. At  Fort  Harrison,  and  Alexandria,  Indiana,  respond- 
ents made  such  connection  and  rendered  Siich  services.  At 
various  points  switching  service  is  rendered  to  farmers' 
lines.  In  theee  cases  there  is  not  a  uniformity  of 
instrumentalities.  In  explaining  the  situation  at  Fort  Har- 
rison, the  manager  of  the  respondents'  business  said,  in 
substance,  that  war  necessity  and  a  desire  to  render  a  war 
service  led  respondents  to  render  the  service,  and  make  such 
connection.  The  same  reasons  would  apply  to  the  render- 
ing of  services  to  the  petitioner,  and  if  any  distinction 
exists  it  is  a  difference  in  degree  of  service  and  not  of  kind. 

Joint  telephone  service  involving  the  use  of  various 
kinds  of  equipment  and  instrumentalities  is  now,  and  has 
been  in  existence  in  Indiana  for  years. 

If  respondents  aud  allied  companies  were  to  enforce  a 
rule  of  refusing  service  except  to  e'tchanges  and  systems 
having  identical  or  uniform  equipment  and  instrumentali- 
ties, a  demoralization  of  telephone  service  would  result. 
Long  distance  calls  and  toll  inessagt'S  originating  or  termi- 
nating on  systems  with  divergent  equipment  and  instru- 
mentalities are  accepted  by  respondents,  and  such  calls 
are  not  refused  on  account  of  the 

"  impairment  of  the  standard  of  service  heretofore  rendered  by  respond- 
ents to  the  public." 
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A  dissimilarity  of  equipment  and  instrnmentalities  is 
not  at  all  conclusive  that  a  connection  between  them  would 
result 

"  in  any  anhstantial  detriment  to  the  service  to  be  rendered  " 

by  respondents.  Certainly  such  a  conciusion  if  reasonable 
would  have  found  expression  in  Section  8  of  the  Act  pro- 
viding for  physical  connections. 

Furthermore,  the  Commission  has  required  the  petitioner 
to  maintain  its  lines  and  equipment  in  a  reasonahly  efficient 
operating  condition  and  gave  the  respondents  the  right  of 
inspection. 

Any  failure  of  petitioner's  equipment  to  render  reason- 
ably adequate  service  must  under  the  Commission's  order 
be  remedied. 

The  second  reason  assigned  by  respondents  is  as  follows : 

"  The  Commission  erred  in  finding  that  petitioner  is  a  public  utility 
within  the  definitive  terms  of  the  Indiana  Utility  Act,  for  the  reasons 
that  such  finding  is  not  supported  by  sufficient  evidence  and  is  contnury 
to  law." 

The  following  is  the  pertinent  portion  of  the  first  Sec- 
tion of  the  Shively-Spencer  Utility  Commission  Act: 

"  That  the  term,  '  public  utility '  as  used  in  this  Act  shall  mean  and 
embrace  every  corporation  •  •  ■  that  now  or  hereafter  may  own- 
operate,  manage  or  control  •  •  ■  any  plant  or  equipment  within 
the  State  for  the  conveyance  of  "  '  *  telephone  messages  •  •  " 
either  directly  or  indirectly  to  or  for  the  public." 

The  evidence  fully  discloses  that  the  petitioner  is  a  cor- 
poration owning,  operating,  managing  and  controlling  a 
plant  and  equipment  within  the  State  for  the  conveyance  of 
telephone  messages  directly  and  indirectly  to  and  for  the 
public. 

The  petitioner's  telephone  plant  and  system  falls  pre- 
cisely within  the  definite  terms  of  the  Act,  and  the  Com- 
mission cannot  escape  the  conclusion  that  petitioner,  inso- 
i'ar  as  the  ownership,  operation,  management  and  control 
of  its  telephone  plant  and  equipment  is  concerned,  is  a 
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public  atility.  Assimiiiig  for  the  moment,  that  petitionor 
was  arbitrarily  to  fix  a  ratf  of  25  cents  for  each  local  tele- 
phone call  made  by  its  guests  —  or  was  to  establish  exor- 
bitant toll  rates  for  messages  originating  on  its  system  — 
could  it  be  said  that  the  hxing  of  such  rates  of  telephone 
service  to  be  paid  by  the  public  \Yas  not  properly  a  matter 
falling  within  the  jurisdiction  of  the  Commission?  The 
law  and  public  necessity  demands  the  regulation  of  tele- 
phone rates  paid  by  the  public,  and  the  only  basis  or  justi- 
fication for  the  regulation  of  such  rates,  is  that  the  com- 
pany imposing  them  is  a  public  utility.  Certainly  when 
the  petitioner's  telephone  property  and  business  is  so  speci- 
fically described  and  defined  as  a  public  utility,  and  there 
is  an  apparent  need  of  regulation,  it  would  be  an  unreason- 
able interpretation  or  constiiiction  of  the  law  that  would 
exclude  petitioner  from  the  operation  of  the  Act. 

Where    public    necessity   and    convenience    is    involved, 

-  where  rates  for  recognized  utility  service  are  involved,  it 

would  seem  that  a  liberal  construclion  and  interpretation. 

of  the  Act  are  necessitated.     A  liberal  interpretation,  how- 

ever,  is  not  necessary  in  the  instant  case. 

The  fact  that  petitioner  has  not  filed  reports  and 
has  not  officially  recognized  the  regulatory  restrictions 
imposed  by  the  law  does  not  change  its  identity  as  a  pub- 
tic  utility.  Nor  is  a  certificate  of  public  convenience  neces- 
s!ar>'.  The  telephone  plant  and  system  of  petitioner  was 
constructed  in  1903,  and  was  being  operated,  and  was  an 
existing  public  utility  in  1913  at  the  time  of  the  passage  of 
the  Shi vely- Spencer  Utility  Conmiission  Act. 

The  third  reason  assigned  by  respondents  is  as  follows: 

'■  The  Commission  erred  in  finding  that  the  petitioner  as  a  public 
Dtility  is  entitled  to  physical  connection  with  the  Central  Union  Telephone 
Company,  for  the  reasons  that  such  finding  is  not  supported  hy  sufficient 
evidence;  is  contrary  to  law;  that  such  connection  is  not  required  by 
pablie  convenience  and  necessity;  and  that  the  same  will  result  in  irre- 
panble  injnry  to  the  respondents  as  owners  of  their  telephone  system  and 
to  the  other  users  of  the  equipment  of  the  respondents,  and  in  substantial 
detriment  to  the  service  which  the  respondents  are  required  to  render  to 
the  public." 
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It  has  suffifipiitly  been  shown  that  jietitioner  in  the  owner- 
ship, operation,  management  and  control  of  the  telephone 
plant  and  equipment  is  a  public  utility.  Section  8  of  the 
Shively-Spencer  Utility  Coiimiisaion  Act  as  hereto  per- 
taining is  as  follows : 

"  Every  public  utility  for  the  conveyance  of  telephone  messa^^  shall 
permit  a  physical  connection  or  connections  to  be  made,  and  telepbone 
service  to  be  famished,  between  any  telephone  Byston  operated  by  it,  and 
the  telephone  toll  line  operated  bj'  another  soch  public  utility  or  between 
its  toll  line  and  the  telephone  system  of  another  such  public  utility  or 
between  its  toll  line  and  the  toll  line  of  another  such  public  atility,  or 
between  its  telephone  system  and  the  telephone  system  of  another  such 
public  utility,  whenever  public  convenience  and  necessity  require  snefa 
physical  connection  or  connections  and  such  physical  connection  or  con- 
nections will  not  reitult  in  irreparable 'injury  to  the  owner  or  other  users 
of  the  facilities  of  such  public  utilities,  nor  in  any  substantial  detriment 
to  the  service  to  be  rendered  by  such  public  utilities.  The  term  '  physical 
connection  '  ns  used  in  this  Section,  shall  mean  such  number  of  trunk 
lines  or  complete  wire  circuits,  and  connections,  as  may  be  required  to 
furnish  reasonably  adequate  telephone  service  between  such  pablic  - 
.  utilities." 

The  Commission  acting  under  this  Section  in  the  issuance 
of  the  order*  herein,  found  that  the  petitioner  was  entitled 
to  a  physical  connection  with  the  respondents'  lines,  and 
ihe  Commission  was  and  is  of  the  opinion  that  such  finding 
is  supported  by  sufficient  evidence  and  is  clothed  with 
legal  authority.  The  Commission  was  and  is  of  the  opinion 
that  the  record  liereiii  is  conclusive  that  public  convenience 
'  and  necessity"  n'f]uire  such  physical  connection  and  that 
such  conne<'tioii  will  not  result  in  irreparable  injury  to  the 
owner  or  other  users  of  the  facilities  of  respondents,  nor 
in  any  substantial  detriment  to  the  service  to  be  rendered 
liy  respondents. 

The  fourth  reason  assigned  for  rehearing  is  as  follows: 

"  The  Commission  erred  in  finding  that  national  control  of  the  teUpbone 
property  of  the  respondents,  as  assumed  by  a  proclamation  of  the  Prcn- 
dent  of  the  United  lijtates  under  the  Act  of  Congress  empowering  him  to 
assume  such  control,  crest«d  a  public  and  national  war  time  necessity 


*  See  Ooniiiiission  Leaflet  No.  82,  p.  1309. 
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for  the  granting  of  the  order*  entered  by  the  Commissioo,  tor  the  reasons 
that  under  the  Federal  eontrol  the  obligation  imposed  upon  the  respond- 
ents to  furnish  efficient  service  by  means  of  standard  and  uniform  equip- 
ment snbject  to  their  control  is  not  less  imperative  than  theretofore;  that 
the  reasonable  rules  theretofore  adopted  by  the  respondents,  which  have 
prevented  them  from  connecting  their  telephone  system  with  systems  and 
«qnipnient  privately  owned  and  controlled,  are  not  shown  to  he  in  con- 
flict with  any  polic>'  or  rule  officially  promulgated  by  the  Postmaster 
Qeneral  of  the  United  States  in  connection  with  the  operation  of  tele- 
phone properties;  and  that  the  petitioner's  desire  for  the  connection 
ordered  by  the  Commission  is  not  based  upon  national  war  time  neces- 
sities, as  such  petition  was  filed  in  the  year  1915,  and  neither  the  petition 
nor  any  evidence  ofEered  by  the  petitioner  bases  the  petitioner's  request 
for  the  connection  sought  upon  any  public  or  war  time  neces^ty." 

That  the  Conunissioii  did  not  cir  in  its  finding  that 
national  control  and  puhlit;  and  national  war  time  neces- 
sity" demanded  service  and  physical  connection  between 
the  plant  and  equipment  of  petitioner  and  respondents,  is 
so  obvious  that  no  real  need  exists  for  further  considera- 
tion of  respondents'  contention. 

In  order,  however,  that  the  Commission's  position  be  not 
misunderstood  it  is,  perhaps,  well  to  add  to  what  has 
already  been  said,  while  respondents  are  acting  as  the 
duly  authorized  Receivers  appointed  by  courts  of  com- 
petent jurisdiction,  they  are  as  such  Receivers  now  acting 
as  the  agents  of  the  Postmaster  General.  Although  the 
petition  herein  was  filed  in  1915  and  does  not  itsell'  present 
a  war  necessity,  the  Commission  must  take  official  knowl- 
edge of  the  fact  that  the  Federal  Grn-ermnent  has  taken 
over  the  control  of  all  telephone  properties,  and  that  while 
the  agents  (Receivers)  are  here  protesting  against  a  unifi- 
cation of  service  or  a  physical  connection  their  principal, 
Postmaster  G-eneral  Burleston,  is  urging  if  not  demanding 
the  same.  It  should  be  understood  that  while  these  facts 
are  outside  the  record  and  are  not  controlling,  the  Com- 
mission is  constrained  to  the  reference. 

The  Postmaster  General  in  personally  addressing  the 
presiding  Commissioner  herein  has  urged  the  complete 


"  See  Commission  Leaflet  No.  82,  p.  1309. 
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unification  of  telephone  sen'ice;  has  urged  such  unification 
as  an  urgent  war  noed.  So  single  or  individual  telephone 
service  in  Indiana,  perhaps,  presents  the  need  of  connec- 
tion and  unification  so  urgently  as  the  one  presented  by 
the  instant  case. 

Unification  of  service  as  that  term  is  here  used,  and  as 
applied  to  this  case,  resolves  itself  into  the  temi  physical 
connection,  which  is  authorized  hy  statute.  Therefore,  the 
national  obligation  of  respondents  is  under  the  findings 
herein  a  legal  requirement  of  the  State. 

The  fifth  reason  for  rehearing  assigned  by  respondents 
is  sufficiently  covered  by  the  preceding  remarks. 

The  sixth  reason  assigned  is  as  follows: 

"  The  Commission  erred  in  finding  that  a  proper  charge  to  be  paid  i>y 
the  petitioner  for  the  service  which  respondents  are  ordered  to  render  is 
$54.00  per  year  for  each  of  8  trunk  line  connections,  for  the  reason  that 
the  furnishing  of  service  to  petitioner  at  Buch  rates  is  an  unreasonable 
requirement  of  respondents,  and  amounts  to  a  disciimination  in  favor  of 
the  petitioner  and  against  other  hotel  companies  naing  the  service  of  thr 
respondents  at  the  city  of  Indianapolis." 

Little  or  no  evidence  was  introduced  to  aid  the  Conunis- 
sion  in  the  establishment  of  a  rate  for  trunk  line  connec- 
tions. The  rate  provided  could  not,  however,  be  discrimi- 
natory as  against  other  hotel  companies  for  the  reason  that 
no  comparison  can  be  made  with  them.  The  record  shows 
that  no  other  hotel  in  the  city  of  Indianapolis  omtis  and 
operates  its  ow-n  plant  and  system,  and,  therefore,  the  peti- 
tioner's status  is  clearly  distinguished  from  other  hotel 
companies. 

The  petitioner,  Indiana  Hotel  Company,  provides  its 
own  operators,  takes  care  of  all  repairs  and  maintenance 
of  its  system.  The  entire  operation  of  petitioner's  system 
is  without  expense  to  respondents  except  the  furnishing 
of  trunk  linos.  Respondents'  rate  schedule  on  file  provides 
a  rate  of  $54.00  per  trunk  line.  The  stations  within  the 
building  are  owned  hy  petitioner.  Mr.  Stickney,  the 
respondents'  witness,  testified  that  the  hotel  rates  of 
respondents  provided  JTj.OO  per  year,  per  station,  for  tele- 
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phones  within  a  hotel.    This  rate  was  to  cover  installa- 
tion or  maintenance  of  the  system  within  the  building. 

"A  rate  of  M.OO  per  year  covers  the  chai^  from  the  trunk  lines  from 
the  hotel  system  to  onr  central  office." 

If  respondents  own  no  telephones  within  the  building 
and  there  are  no  installation  or  maintenance  expenses  there 
could  be  no  justification  for  the  $5.00  station  charge.  And 
il'  respondent  is  furnishing  only  trunk  line  service,  the 
rates  already  filed  for  such  service  should  be  imposed. 

The  Commission  is  ready,  willing  and  anxious  at  any 
time  to  amend  or  modify  the  rates  provided  upon  a  suffi- 
cient showing  hy  respondents  that  the  rates  are  inadequate 
and  insufficient,  xmjustly  preferential  or  discriminatory  or 
in  any  manner  unfair  or  unjust. 

The  Commission  having  given  due  consideration  to  the 
petition  for  a  rehearing  herein  and  being  weU  advised  in 
the  preniiues  finds  that  it  should  be  denied. 

Tt  is,  therefor'',  ordered  by  the  Public  Service  Commis- 
nion  of  Indiana,  That  the  petition  for  rehearing  herein  be, 
and  same  is  hereby,  denied. 

October  29,  1918. 


/«   re    Citizens   Telephone   Company   of   Columbus   fob 
Authority  to  Incbbasb  Rates. 


Decided  November  22,  1918. 

IsenMb  in  Bat«  Denied  —  6  Per  Cent.  Fixed  for  Keaerre  for  Depreda- 
tion —  6  Fei  Cent.  Allowed  as  Rate  of  Betnrn  —  Method  of 
yT>nHHTig  Besarra  for  Depreciation  and  Maintenance 
Fnnd*  DbcvBsed  —  Bond  Disconntu  Beqnired 
to  be  Amortized. 
Applicant    songht   anthority   for   an   increase    in    rates   at   Columboa, 
Clifford  and  Elizabethtown.    The  Commission's  engineers  fonnd  the  repro- 
duetioD  cost  new  less  depreciation  of  the  property  to  be  $131,709,  inclnd- 
ing  an  allowance  of  $10,000  for  working  capital  and  going  value,  using 
average  unit  coats  for  the  past  five  yeara.     Included  in  the  estimated 
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operating  expenses  for  1918  was  a  reserve  for  depreciation  allowsnee 
of  $4,200  and  against  this  $150.76  was  charged  for  depreciation  expend- 
itures. Considering  that  there  would  be  an  increase  of  $2,466  in  operatii^ 
expenses,  the  net  return  for  1918  was  estimated  to  be  approximately 
$8,738.57. 

Held:  That  after  allowing  for  all  annual  increases  in  expenses,  pres- 
ent rates  would  yield  a  return  of  approximately  6.7  per  cent,  on  $131,709, 
the  estimated  value  of  the  property,  and  aa  the  Gonunission  had  daring 
the  war  period  usually  only  allowed  a  return  of  8  per  cent,  present  i»Ub 
were  considered  reasonable,  end  as  such  rates  conformed  to  the  policy  of 
the  Federal  Qovemment  now  operating  the  telephone  utilities  of  the 
country,  that  rates  should  be  sutBcient  to  render  adequate  service  and 
meet  operating  expenses,  reserve  for  depreciation  and  a  fair  return  with- 
out imposing  undne  burdens  on  the  patrons,  the  petition  for  increased 
rates  should  be  dismissed; 

That  an  allowance  of  5  per  cent.,  or  $5,850,  of  the  reproduction  cost 
new  less  depreciation  of  the  property  should  be  set  aside  annually  for 
reserve  for  depreciation; 

That  a  deduction  from  operating  expenses  was  justified  because  appli- 
cant had  bi^n  charging  depreciation  expenditures  to  the  operating  account.  ' 
but  as  the  difference  in  the  amount  for  reserve  for  depreciation  set  up 
by  the  applicant  and  the  amount  allowed  by  the  Commission  about  eqnaled 
the  deduction  that  should  be  made,  the  figures  would  not  be  changed. 
However,  a  definite  reserve  for  depreciation  fund  shonid  be  set  aside  by 
the  applicant  and  depreciation  expenditures  charged  only  to  it; 

That  in  making  a  valuation  no  allowance  should  be  made  for  additional 
property  values  equivalent  to  bond  discounts  as  it  was  the  policy  of  the 
Commission  to  require  their  amortization.  The  contribution  of  money 
for  the  addition  of  property  values  to  be  credited  to  capital  account  was 
primarily  an  obligation  of  the  stm-kholders  and  their  inability  to  furnish 
the  needed  capital  was  no  justification  for  demanding  that  patrons  should 
bear  that  burden,  as  their  obligation  was  limited  to  paying  a  fair  return 
on  the  property  in  use  and  useful  for  their  service. 

Opinion  and  Order. 

Petitioner  owns  and  opfi-atps  a  telephone  system  in 
Bartholomew  County,  with  exchanges  at  Columbus.  Clif- 
ford and  Elizalx^thtown,  with  its  principal  place  of  busi- 
ness at  Columbus. 

The  petition  in  part  is  as  follows: 

"  That  its  present  schedule  of  rates  is  discriminatory  in  some  particu- 
lars and  to  such  extent  is  unlawful;  that'the  schedule  of  charges  there- 
under permitted  to  your  petitioner  ar«  inadequate  and  too  low;  that  the 
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iTvenne  afforded  thereby  is  wholly  insufficient  to  meet  the  necessary 
operating  and  maintenanoe  expeneeii,  depreoiation,  eontii^ent  emergencies 
and  a  reasonable  retnm  upon  the  investment  as  well  as  other  proper 
ehar^es. 

That  it  is  imperatively  necessary  to  yonr  petitioner  that  its  schedule 
of  rates  and  charges  be  revised  to  the  end  of  affording  needed  relief  in 
the  premises,  and  that  it  is  to  the  interest  of  the  public  served  that  aii 
ndeqOBte  r«tnm  be  had  by  your  petitioner. 

Yoor  petitioner  would  further  respectfully  represent  and  show  that  its 
proper  charges  for  service  are  not,  in  many  cases,  paid  promptly  wheu 
due;  that  its  present  discount  for  prompt  payment  applies  only  to  the 
city  of  Colnmbus;  that  a  collection  expense  is  thereby  occasioned  your 
prtitioner  which  is  alti^ether  unjustifiable  and  that  it  results  in  dis- 
erimiaatory  practices,  and  is  unjust  to  those  patrons  who  do  faithfully 
and  promptly  meet  their  charges;  that  it  is  just  and  equitable  that  a 
penalty  be  nniforraly  imposed  incident  to  unreasonably  delayed  pay- 
ments, to  the  end  that  the  expense  occas.ioned  thereby  may  be  pro- 
portionately borne  by  those  who  occasion  such  expense. 

Wherefore,  petitioner  respectfully  prays  that  your  Honorable  Com- 
m'ssion  permit  it  to  increase  its  rates,  and  grant  it  such  measures  of 
relief  in  the  premises  as  may  be  found  to  be  just  and  proper  and  for  All 
other  and  further  appropriate  relief." 

After  due  notice  to  the  officials,  newspapers  and  com- 
iiitrcial  organizations  of  the  eit>  and  towrns  affected,  the 
matter  was  heard  at.  the  offices  of  the  Public  Service  Com- 
mission of  Indiana  at  Indianapolis  on  the  twenty-sixth 
(lay  of  September,  1918. 

I*BOPBRTV    VaLI'ES. 

An  appraisal  of  petitioner's  property  and  an  audit  of 
its  books  have  been  made  by  the  staff.  The  engineers 
found  the  prej?ent  physical  value  of  petitioner's  property 
to  be  $121,709.  While  contending  that  this  evaluation  is 
considerably  less  than  the  real  vahie  of  the  property,  peti- 
tioner tailed,  however,  convincingly  to  point  out  specific 
instances  of  midervaluation.  The  ajjpraisal  by  the  Com- 
mission's engineers  represents  merely  the  cost  of  reproduc- 
tion new,  less  depreciation,  and  bears  no  relation,  so  far 
aa  actual  investigation  is  concerned,  to  the  investment  in 
the  property. 
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In  arriving  at  this  valuation,  however,  the  engineers 
applied  averaged  unit  costs,  including  the  abnormally  hi^ 
1918  war  costs.  Much  of  the  property  appraised  was 
constructed  more  than  five  years  past  and,  of  course,  the 
application  of  five-year  averaged  unit  costp,  which  included 
the  enhanced  prices  of  materials  in  1917  and  1918,  would 
reflect  values  considerably  in  excess  of  original  cost,  or 
prudent  investment.  The  use  of  such  averages  would  more 
than  offset  any  undervaluation  by  the  Commission's 
engineers. 

For  purposes  of  consideiiiig  tlie  questions  presented,  the 
physical  value  found  by  the  Commission's  engineers  will 
be  used  as  the  basis  of  calculation.  Such  figures  are  ten- 
tative, and  are  not  finally  acf^epted  and  fixed.  The  reason- 
able or  true  value  of  petitioner's  property  may  be  greater 
or  less,  but  there  is  no  evidence  before  the  Commission 
which  would  justify  any  siibstantJal  addition  to  the  present 
physical  values  found  by  the  engineers.  For  purposes  of 
calculation,  there  will  be  added  to  the  above  physical  valne 
$10,000  for  working  capital  and  going  value,  making  the 
tentative  estimated  value  of  petitioner's  property  for  pur- 
poses of  calculation  $131,709. 

Bond  Discount. 
Petitioner  insists  that  its  present  property  value  should 
be  credited  with  substantial  bond  discounts  suffered  in  the 
past.  It  is  pointed  out  by  petitioner  that  in  the  purchase 
of  a  portion  of  the  property,  it  was  necessary  to  borrow 
money,  and  that  to  secure  ^he  same  bonds  were  issued  and 
sold.  That  .it  was  necessary  to  sell  such  bonds  at  much 
less  than  par,  and  that  while  only  the  actual  realization 
on  the  bonds  sold  went  into  the  property,  yet  it  was  neces- 
sary for  the  company  to  assume  the  obligation  of  the  face 
value  thereof.  Therefore,  petitioner  insists  that  additional 
property  values,  equivalent  to  thi'  bond  discount,  should  be 
allowed.  The  Coniniission  cannot  concur  in  such  a  conclu- 
sion. The  permanent  attachment  of  fictitious  property 
values  is  for  many  reasons  objectionable,  and  as  applied  to 
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rate-making  is  anjustifiable.  Securities  issued  and  sold  in 
pre-regniation  days,  about  which  the  Commission  had  no 
knowledge,  and  over  which  it  had  no  supervision,  cannot 
now  be  called  ap  for  the  purpose  of  recouping  in  the  form 
of  permanently  attached  property  values,  the  discount 
iruffpred. 

It  is  well  settled  that  no  alloM-ance  should  be  made  in 
a  rate  valuation  for  discount,  representing  the  expenses 
of  obtaining  money:  Thomas  v.  Jefferson  City  Light,  Heat 
and  Power  Company,  P.  U.  R.  1917,  B  745;  [fle]  Atchison, 
Topeha  and  Santa  Fe  Railroad  Company,  P.  XT.  B,  [1917], 
P  273;  [Rel  Colorado  Springs  Light,  Heat  and  Power 
Company,  [P.  U.  E.]  1917,  P  385;  fle  City  Water  Com- 
pany, P.  U.  R.  1917,  B  624;  Pine  Lawn  v.  West  St.  Louis 
Water  and  Light  Company,  P.  U.  R.  1917,  B  679;  (greens- 
burg  V.  Westmoreland  Water  Company,  P.  U.  R.  1917,  D 
478;  {_Re]  Potomac  Electric  Power  Company,  P.  U.  R. 
1917,  D  563. 

The  corporate  property  of  a  utility  is  not  primarily 
chargeable  with  the  obligation  of  providing  new  capital 
for  added  property  values.  The  contribution  of  money  for 
the  addition  of  property  values,  which  are  credited  to 
capital  account,  is  primarily  an  obligation  of  the  stock- 
liolders.  The  inability  of  the  stockholders  to  furnish  the 
needed  capita!  is  no  justification  >'or  demanding  that  the 
consumer  be  burdened  by  paying  a  return  .on  imaginary 
A'alaes  representing  the  discount  sutfered,  due  to  the  stock- 
holders* financial  inability. 

Bond  discount,  in  the  final  analysis,  is  interest.  Bond 
salesmen  and  investors  so  interpret  discounts,  as  is  shown 
especially  in  the  sale  of  short  tenn  bonds  and  notes,  the 
rate  of  return  being  computed  on  the  basis  of  the  rate  of 
interest  specified,  plus  the  discount  translated  into  terms 
of  interest  per  annum. 

Take  the  hypothetical  case  of  a  public  utility  corpora- 
tion that,  in  making  a  $100,0(K)  extension  of  its  property, 
raises  part  of  the  money  by  selling  its  credit,  and  instead 
of  iusning  6,  6%  or  7  per  cent,  bonds  that  would  sell  at 
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r>ar,  issues  $50,000  of  such  credit  bearing  a  5  per  cent, 
rate  of  return  obligation  and  sells -it  at  80  per  cent,  of  par 
and  thus  raises  $40,000  of  the  necessary  funds.  The  yield 
of  a  $1,000  bond  under  such  conditions  would  not  be  repre- 
sented by  bond  houses,  or  accepted  by  investors,  as  beiiiR 
5  per  cent.  Instead  it  would  he  computed  as  yielding  6.25 
per  cent.,  plus  a  final  realization  of  $200, 

The  rates  of  the  utilitj'  under  state  regulation  should 
he  made  to  yield  a  reasonable  return  on  the  investment  — 
it  might  be  7  per  cent,  on  the  investment.  The  patrons, 
in  this  instance,  would  not  only  pay  the  6.25  per  cent,  actual 
interest  on  the  $40,000  thus  obtained  for  its  use,  but  also 
three-quarters  of  one  per  cent,  earning  on  this  money. 
If  the  $50,000  of  bonds  raji  for  tliirty  years,  the  patrons 
would  pay  all  the  interest  on  the  money  thus  contracted 
for  and,  in  the  said  period  of  thirty  years,  woidd  also  pay 
$9,000  in  excess  of  such  actual  interest  —  or  an  earning  of 
$9,000  to  the  company  on  this  money,  which  margin  of 
profit  could  be  increased  by  liandling  of  such  moneys  so 
that  they  would  return  compound  interest. 

If,  in  addition  to  this,  there  is  capitalized  against  the 
patrons  the  $200  discount,  they  would  (on  the  basis  of  a 
7  per  cent,  return)  during  the  period  of  thirty  years  pay 
$21,000.  At  the  end  of  the  thirty-year  life  of  the  bonds, 
the  bonds  could  he  retired.  The  discount  against  the 
patrons  would,  however,  continue  in  perpetuity.  If  the 
public  utility  corporation  should  continue  for  one  hundred 
or  one  thousand  years,  the  patrons  would  keep  on  pajing 
on  this  capitalized  discount  the  ascertained  rate  of  return 
on  investment,  though  they  had,  in  the  period  of  thirty 
years,  discharged  with  a  profit  the  bonds  on  which  the  dis- 
count was  suffered. 

Bond  discount  measures  the  financial  standing  of  a 
corporation  and  the  rate  of  interefst  it  offers.  PatrooB  are 
not  to  be  obligated  to  carry  the  lack  of  credit  of  the  utility. 
Their  oliligation  is  Hniitcil  to  payiiig  a  fair  return  on  the 
safe  and  prudent  investment  in  the  utility  that  is  in  us^' 
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aiid  ascful  for  their  service.  Being  calWd  on  to  yield  a 
reasonahle  return  on  such  property,  it  is  none  of  the 
patron's  concern  as  to  whether  the  stockholders  put  their 
own  money  into  the  company,  or  have  s'one  out  and  bor- 
rowed it,  whether  the  liioney  thus  obtained  has  cost  4,  5, 
6,  7  or  8  per  cent.,  or  the  company  has  deemed  it  advisable 
to  make  their  securities  Iwar  such  interest  as  will  result  in 
them  selling  at  par,  or  have  seen  fit  to  make  the  rate  of 
interest  such  that  a  discount  is  necessary. 

If  public  utilities  propose  to  capitalize  discount,  why 
should  not  their  patrons  with  grcatfr  justice,  propose  that 
there  shall  not  be  capitalized  against  them  the  profit  repre-  , 
sented  by  interest  rates  that  happen  to  be  lower  than  the 
rate  of  return  allowed  on  investment! 

The  proposal  lo  capitaliz''  discount  cannot  stand  in  the 
light  of  analysis.  Large  interests  have  abandoned  such 
contentions.  In  the  brief  of  the  carriers  in  the  matter  of 
the  Federal  valuation  of  railroads,  filed  with  the  Inter- 
state Commerce  Commission,  the  Presidents'  Conference 
Committee  says: 

"  The  rate  of  retnm  should,  of  course,  cover  the  element  of  discount, 
for  di.sconnt  is  simply  n  method  of  equalizing  interest." 

It  is  the  policy  of  this  Commission  to  require  the  amorti- 
zation of  discount  on  .securities  issued  under  its  authority. 
The  pari>ose  of  such  amortization,  among  other  things,  is 
to  maintain  a  parity  betwe<'n  the  par  value  of  the  bonds 
sold,  and  the  value  of  the  propertj-  added  from  the  pro- 
ceeds of  the  sale. 

Ikcome  Account. 
The  following  is  the  petitioner's  income  account  for  nine 
months,  ending  September  30,  1918,  and  for  the  calendar 
year  of  1918,  based  upon  the  company's  experience  during 
the  first  nine  months  : 
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Etiimalel  Tiet'i^ 
Sine  Mcnllm    Mentha,  January 

Janvary  I.  1918. •  I.  1918,  to 

to  Stpltmber  30,  Deeen^ier  SI . 

Operating  Reveitiien:                                               1918  1318 

Substation  revenae  rental f27,297  38  $38,396  51 

Toll  revenue 2,978  33  3,971  11 

Messenger  revenue 600  800 

Directory  advertising 

Contract  earnings 16  90  22  53 

Miscellaneous  revenues    68  79  91  72 

Total $30,367  40  '$40,489  87 

Less  diBcounts  and  rebates 313  41  417  88 

Total  Operating  Re^tcndes $30,053  99  $40,071  99 

Operating  Expenses: 

Maintenance  $6,967  44  $9,289  92 

Traffic 6,523  22  8,697  63 

Comraereial 1,046  30  1,395  07 

Rent  of  offices ! *        378  00  504  00 

Contact  and  pole  rental 702  32  936  43 

General 4,066  51  5,422  01 

Total  of  Above  Items $19,683  79  $26,246  06 

Taxes    1,749  96  2,333  28 

Uncollectible  accounts    22500  30000 

Total  Operating  Expense  $21,658  75  $28,878  34 

Net  Operating  Revenue  $8,395  24  $11,193  65 

}} on-operating  Revenues: 

Discount  on  purchases 8  19  10  92 

Gross  income  $8,403  43  $U,204  57 

Deductions  From  Gross  Income: 

Interest  on  bonded  debt  $1,607  92  $2,143  89 

Interest  on  notes  payable 282  50  376  67 

Total  Debuctions $1,890  42  $2,520  56 

Net  Inoome   $6,513  01  $8,6&4  01 

"  An  error  is  apparent. 
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Bepreciatiok, 
Inchided  in  the  maintenance  expenses  for  the  nine- 
months'  period,  there  is  $3,150  for  depreciation.  Upon 
this  basis  the  depreciation  allowance  for  the  year,  as  above 
shown,  is  $4,200.  An  analysis  of  the  depreciation  reserve 
account  for  the  nine-months'  period  shows  but  $150.76 
charged  against  said  $3,150  set  up.  A  further  analysis 
of  the  depreciation  reserve  account  discloses  that  on  July 
1,  1914,  Uiere  was  $50,432.16  set  up  on  th(-  books  for  depre- 
ciation, and  thereafter  book  entries  of  credits  and  debits 
to  depreciation  i-eserve  M-ere  as  follows : 

Credit  Debit 

July  1,  1914,  balance $50,432  16     

Jnne  30,  1915 7,198  44  $451  61 

Jane  30,  1916  7,198  44     

April  12,   1916   261  17     

December  31,  1916  391  00  1,112  92 

Jnne  30,  1917  4,200  00  286  30 

December  31,  1917  2,200  00  518  89 

September  30,  1918 34.50  00  150  76 


975,031  21  $2,520  48 

2,520  48 


Balance  September  30,  1918 $72,510  73 

This  is  a  book  balance  and  does  not  represent  cash. 
Thus,  there  is  a  book  accumulation  of  depreciation  reserve 
equal  to  more  than  three-fifths  of  the  value  of  the  depre- 
ciable property.  Excluding  the  entry  of  July  1,  1914,  of 
$50,432.16,  the  company  has  met  all  demands  for  current 
depreciation  and  there  still  remains  a  four-year  accumula- 
tion of  depreciation  resen'e,  amounting  to  $22,078.57.  This 
property,  in  age,  has  passed  beyond  the  early  stages  when 
depreciation  charges  are  small.  The  age  of  the  property 
is  such  that  current  and  accrued  depreciation  should  be 
fairly  constant.  This  being  the  case,  and  assimiing  that 
pi'tttioner  has  proiwrty  charged  to  depreciation  reserve, 
all  expenditures  for  renewals,  wear  and  tear,  inadequacy, 
obsolescence,  etc.,  if  its  experience  i'or  the  past  four  years 
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were  to  coiitinui'  for  sixteen  additional  years,  and  ratt 
allowance  for  depreciation  made  on  the  sanie  basis,  the 
property  at  the  end  of  sxicii  period  would  be  in  approxi- 
mately the  same  condition  as  at  present,  and  there  would, 
or  rather  should  l>e,  a  cash  aceninulation  of  depreciation 
reserve,  approximately  equivalent  to  the  present  value  of 
the  property,  no  consideration  being  given  to  interest 
accruing. 

The  replacement  or  renewal  of  larger  units  of  the  proi>- 
erty  might,  of  course,  modify  such  an  expeetaney,  but  the 
above  conclusion,  niider  the  assumption,  fairly  represents 
the  possibilities. 

Such  a  development  is  mireasonable.  What  is  actually 
happening,  and  the  conclusion  is  fairly  substantiated  by 
the  evidence,  is  that  petitioner  is  charging  depreciation 
expenditures  to  current  operating  expenses.  Thus,  if  rate 
allowance  is  made  for  the  full  operating  expenses,  as  shown 
by  the  company's  books,  and  full  rate  allowance  is  made 
for  depreciation,  there  is  naturally  a  duplication  of  allow- 
ance. Under  such  a  condition,  the  company  would  be  able 
to  maintain  its  property  in  fair  condition  and  make  such 
use  of  the  funds  provided  for  depreciation  as  it  might 
desire. 

THis  petitioner  insists,  as  do  many  others,  that  rates 
of  depreciation  allowed  by  the  Conunission  are  insufficient. 
Yet.  almost  mthout  exception,  an  examination  of  the  books 
of  such  companies  reveals  that  they  are  charging  very  few 
fxpenditures  to  depreciation  reserve.  Just  as  in  this  case, 
if  the  charges  against  tlie  depreciation  resen'e  account  were 
accepted  as  indicating  the  depretnation  requirements  of 
petitioner,  a  depreciation  rate  much  lower  than  ordinarily 
allowed  Iiy  the  Commission  would  perforce  be  provided. 

The  rate  payers  should  not  be  taxed  with  a  large  operat- 
ing expense,  including  expenditures  properly  chargeable 
to  depreciation  and  also  with  a  return  on  investment,  and 
in  addition  be  required  to  pay  a  full  rate  of  depreciation 
"fthich  may  be  utilized  by  the  company  or  the  stockholders, 
as  thev  mav  see  fit. 
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The  rat«  of  depreciation  allowt'd  for  telephone  prop- 
erties, or  any  utility  property  for  that  matter,  is  more  or 
less  an  arbitrary  and  unscientific  allowance,  unless  there 
is  a  clear  understanding  and  requirement  as  to  what  items 
of  expenditures  are  to  be  charged  against  depreciation 
reserve.  Apropos  of  this  point,  wliat  good  is  accomplished 
hy  determining  the  theoretical  life  of  the  various  units  of 
a  property  and  by  conforming  a  rate  of  depreciation 
thereto,  if  the  fund  created  by  such  rate  is  to  be  a  mythical 
thing,  and  the  utiJities  left  to  their  own  devices  with  regard 
to  the  dt  prcciation  charges  lo  be  niadet  Commissions  are 
as  much,  if  not  more,  at  fault  than  the  utilities.  To  enable 
utilities  to  handle  their  depreciation  accounts  and  funds 
in  r,  satV  and  businesslike  manner,  this  Commission,  in 
iieveral  eases,  has  required  tlie  actual  moneys  provided  few 
ilepreciation  to  be  set  a.sidi^  in  a  si'parate  fund  and  held 
and  expended  strictly  for  depreciation  purposes.  This  step 
would  b*>  suppl(>ment"d  by  distinguishing  maintenance 
(ordinary  repairs)  and  depreciation.  Much  )ias  been  said 
on  this  subject,  -and  the  general  opinion  seems  to  be  that 
puch  a  diKtinctioii  in  piactice  cannot  satisfactorily  be  made. 
A  proper  rejoinder,  it  seems,  to  this  conclusion  is  that 
practically  nil  utilities  are  now  making  such  a  distinction, 
but  each  makes  its  own  distinction,  and  has  a  separate  rule 
or  an  individual  method  of  classification.  A  chaotic  condi- 
tion has  resulted,  and  utilities,  especially  telephone,  are 
at  their  ^\it^s  end  in  making  charges  against  maintenance 
Hiid  depreciation.  The  natural  re-^alt  has  followed.  Many 
utilities  aje  charging  the  bulk  of  depreciation  expenditures 
to  ordinary  maintenance  or  repairs,  and  operating  expenses 
ate  thereby  inflated.  In  a  rate  case,  this  situation  demands 
the  closest  scrutiny  and  separation-of  operating  expenses, 
which  frequently  is  a  I'utile  endeavor. 

If  the  present  method  of  lixing  rates  of  depreciation  is 
to  lie  folloM'ed,  there  is  an  urgent  need  f&r  the  distinction 
to  he  drawn.  It  is  not  so  nmch  a  matter  of  drawing  a  pre- 
fise  and  scientific  line  of  demarkation,  but  the  real  neces- 
i^ity  is  for  some  line  to  be  drawn,  and  once  drawn  uniformly 
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followed.  Utilities  would  then  know  what  to  charge  to 
iiiainteiianco  and  what  to  depreciation.  Depreciation  rates 
could  then  he  fixed  with  some  dej^ee  of  precision  and 
correctness. 

This  Connnipsion  is  now  making  an  effort  to  establish 
for  telephone  utilities  unifonn  classification  of  charges  to 
depreciation.  This,  of  course,  is  a  difficult  task,  but  it  is 
hoped  that  practical  results  will  l>e  attained. 

It  is  contended  by  some  authorities  that  a  blanket  allow- 
ance can  well  be  made,  which  will  include  both  depreciation 
and  maintenance.  In  practice  this  may  be  an  easy  method 
of  disposinf;  of  a  vexatious  problem.  Where  the  law,  how- 
ever, places  restrictions  upon  the  depreciation  fund,  and  if 
the  basis  conception  of  the  purposes  of  the  depreciation 
fond  is  followed,  which  emhract^s  a  potential  interest  of 
the  rate  payer  therein,  there  nmst,  of  necessity,  be  a  separa- 
tion of  the  accounts  and  funds. 

In  the  instant  case,  petitioner  has  charged  certain  depre- 
ciation expenditures  as  opcratine:  otpenses,  and  inasmuch 
as  an  adequate  allowance  will  Ix*  made  for  depreciation, 
a  deduction  from  operatinK  expenses  is  justified.  Peti- 
tioner in  1918  has  set  up,  however,  only  $4,200  for  deprecia- 
tion, whereas  the  Coiuniission  believes  that  5  per  cent,  of 
the  value  of  the  depreciable  property,  or  $.'),8&0,  is  a  more 
reasonable  allowance.  The  deduction  from  operating 
expense,  which  is  justified,  is  approximately  equal  to  the 
difference  JDetweeii  the  depreciation  set  up  by  petitioner 
and  the  amount  that  will  be  allowed  by  the  Commission. 
Therefore,  for  the  purpose  of  considering  the  matter,  the 
figures  will  not  lie  disturbed. 

Petitioner  will  bo  required  hereafter  to  pay  the  amount 
allowed  for  depi'pciation  into  a  separate  fund,  which  will 
be  disbursed  in  accordance  with  the  appended  order. 

A  sunmiary  of  the  above  estimated  income  account  for 
the  year  1918.  is  5s  follows: 

Oross  n-vtimi-s    $W,082  91 

Total  opemting  expenses,  iiitlutliiis'  ta.xrs  and  depreciation  28,878  34 
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or  a  return  of  approximately  8.5  per  cent,  on  $131,709,  the 
estimated  value  of  the  property. 

Petitioner  shows,  however,  that  there  has  been  an 
increase  in  operating  expenses,  not  reflected  in  the  operat- 
ing expenses  for  the  nine-months'  period  ending  September 
30,  1918.  Petitioner  submitted  an  itemized  statement  of 
such  increases,  which  aggregated  $2,466  annually.  Accept- 
ing this  statement  without  analysis,  and  adding  this  amount 
to  operating  e\])enses  shown  in  the  above  summary,  the 
income  account  for  the  ensuing  j'ear  should  be  as  follows: 

Gross  revenue $40,082  91 

Operating  expenses $28,878  34 

Inereaae    2,466  00  31,344  34 

Net  Returk $8,738  57 

or  a  return  of  approximately  6.7  per  cent,  on  $131,709.  the 
estimated  value  of  the  property. 

The  Commission  has,  during  the  war  period,  usually 
allowed  a  return  of  6  ])er  cent.  The  net  revenues  of  the 
company,  after  the  payment  of  the  full  increase  in  operat- 
ing expenses  submitted  by  petitioner,  would  pay  a  6  per 
cent,  return  on  a  property  value  of  $145,000.  So,  accept- 
ing petitioner's  contention  for  greater  property  values, 
still  the  present  rates  would  yield  an  ample  return. 

Petitioner  could  meet  $836  further  increase  in  operating 
expenses,  and  still  have  sufficient  net  revenue  to  pay  a  6 
per  cent,  return  on  the  value  of  the  property,  ba.sed  on  the 
staff's  estimate. 

Petitioner's  annual  revenues  have  shoAvm  a  steady 
growth,  as  the  following  statement  discloses: 

Gross  revenues,  yesr  ending  June  30,  1915 $35,404  79 

Gross  revenues,  year  ending  June  30,  1916 36,396  85 

Gross  revenues,  yenr  ending  June  30,  1917 37,603  65 

Gross  revenues,  year  ending  June  30  1918 40,082  91 

The  operating  expenses  during  the  same  xx'i'iod  liave 
iiiereascd  as  follows: 

0]>erating  exjwnses.  year  ending  June  30,  191A $24,050  99 

Operating  oxpenscs,  yenr  ending  June  30,  1916 25,716  92 

Operating  expenses,  year  ending  June  30,  1917 23,791  07 

Operating  expenses,  year  ending  June  30,  1918 28,878  34 
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Daring  the  four-year  period,  th.-  increase  in  revenuea 
liaB  fairly  kept  pace  with  the  increased  operating  expenses, 
increased  revenues  being  $4,678.12  and  increased  expenses, 
$4,227.35.  The  increased  revenues  in  1918  over  1917  were 
$2,479.26.  Jf,  dnring  the  year  1919  a  similar  increase  in 
revenues  is  experienced,  it  will  practically  absorb  the 
increased  operating  expenses  of  $2,466.  This,  however, 
is  not  necessary-,  for  the  reason  that  the  revenues  of  1918 
are  sufficient  to  pay  such  increase  and  still  pennit  a  rea- 
sonable return  to  Iw  earned. 

In  addition  to  the  natural  increase  in  business  and  rev- 
enues, the  installation  and  moving  charges  initiated  by  the 
Postmaster  General  will  arid  to  the  revenues  of  the 
company. 

The  Federal  Government  is  now  controlling  and  operat- 
ing this  telephone  utility,  as  well  as  the  others  of  the 
country.  It  should  be,  and  no  doubt  is  the  policy  of  the 
Federal  authorities  to  operate  the  various  telephone  sys- 
tems of  the  country  with  rates  which  will  assure  the  rendi- 
tion of  adequate  service,  and  which  are  sufficient  to  meet 
operating  expen.ses.  depreciation,  and  a  fair  return  on 
investment,  and  which,  at  the  same  time,  will  not  impose 
undue  burdens  on  the  patrons.  The  petitioner's  existing 
schedule  of  rates  appears  fairly  to  conform  to  this  policy. 
It  does  not  appear  that  an  increase  in  rates  is  justified. 

Ha\ing  given  due  consideration  to  the  matter,  the  Com- 
mission finds  that  the  existing  rates  of  petitioner  are  rea- 
sonable and  sufficient,  and  that  the  petition  for  increased 
rates  should  he  denied. 

The  Connnission  furtlier  finds  that  the  petitioner  .should 
!^et  aside  am  nally  for  depreciation  5  per  cent,  of  the  value 
of  its  depreciable  proiHM'ty  which,  on  the  basis  of  present 
values,  ainoimts  to  $5,8r>0. 

It  is,  fhvrcfori',  ordt-ied  hy  the  Public  Serrice  Commis- 
sion of  Indiana,  That  the  petition  herein  for  increased  rates 
be,  and  the  .same  is  hereby,  denied. 

//  is  further  ordfrvd.  That  petitioner  shall  set  aside 
annually  lor  depreciation  5  p<'r  cent,  of  the  value  of  its 
physical  property,  less  lands,  materials  and  supplies. 
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It  is  further  ordered,  That  petitioner  shall  pay  into  a 
depreciation  fund  the  moneys  provided  for  depreciation, 
which  fund  shall  be  held  separate  and  handled  with  proper 
accounting;  that  there  shall  be  paid  oat  of  this  fund  all 
costs  of  meeting  depreciation.  Moneys  accumulating  in 
said  fund  should  be  invested,  and  if  invested,  such  invest- 
ment sliall  be  made  in  government  or  other  high  grade 
listed  securities,  which  shall  return  to  said  fund  not  less 
than  4  per  cent,  interest  per  annum;  or  petitioner  may 
borrow  from  this  fund,  for  a  period  of  not  to  exceed 
one  year,  money  to  cover  not  more  than  75  per  c*nt.  of  the 
cost  of  new  construction,  extensions  or  additions  to  the 
property,  items  properly  chargeable  to  capital  account,  but, 
in  such  event,  petitioner  shall  pledge  to  said  fund  its  own 
note  or  bonds  bearing  interest  at  the  rate  of  not  less  than 
4  per  cent,  per  aimum.  Such  moneys  so  borrowed  by  peti- 
tioner shall  he  repaid  in  full  within  one  year.  In  handUng 
such  fund,  petitioner  shall  be  held  strictly  responsible  for 
its  safe  investment,  proper  administration  and  accounting. 
Said  accounting  shall  be  double  entry  with  the  asset  account 
designated  Depreciation  Fund;  the  liability  account  shall 
he  designated  as  Depreciation  Reserve. 

November  22,  1918. 


Farmers  Mi'ti'al  TBLEPHoyi;  Company  v.  Public  Service 

.    COMMTSSIOS   OF   IsDIANA. 
Decided  November  23,  1918. 

IMiMrtaig  Dmled  of  DscMon  AiBrtning  Ord«r  of  Oommiasion  EstftbUsh- 
lag  a  Pbysical  OonnectioiL 
On  November  23,  1918,  the  Sopreroe  Coort  of  Indiana  denied,  without 
farther  opinion,  a  petition  for  a  rehearing  of  ita  decision  of  June  S,  1917, 
(see  Commission  Leaflet  No.  $7,  p.  62),  afflrming  the  order  of  the  Whitley 
Circnit  Conrt,  which  in  tnm  had  affirmed  the  orders  of  the  Commission 
(we  Commisaion  Leaflets  No.  46,  p.  1140,  and  No.  63,  p.  1253)  direct- 
ing the  Farmers  Mutual  Telephone  Company  and  the  Whitley  County 
Telenhone  Company  to  establish  physical  connection  between  their  li'    \ 
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In  re  Application  of  Cbntkaj^  Indiana  Telephone  Com- 
pany FOR  Authority  to  I^(trease  Rates, 

Caso  No.  3359. 

In  re  Application  of  Centbal  Indiana  Telephone  Com- 
pany FOE  Authority  to  Discontinue  Fbee  Sertice 
to  Connecting  Companies  akd  to  Establish  *  Ton. 
Rate. 

Case  No.  3698. 

Decided  December  4,  1918. 

.  Petition  for  Kehearing  of  Ordw  Denyins  Incrraw  in  Kates,  Dinnined. 

Order. 

Come  now  attorneys  for  petitioner,  Roiny  and  Berry- 

liill.  and  file  their  motion  for  dismissal  of  petition  for 

rehearing  of  the  above  numbered  causes.' 

It  is,  therefore,  ordcrr-d  hij  the  Public  Service  Commis- 
sioTi  of  Indiana,  That  the  petition  for  rehearing  be,  and 
it  is  hereby,  dismissed  without  prejudice. 
December  4.  1918. 


In  re  Petition  of  Flat  Rock  Tet.ephone  Company  for 
Authority  to  Increase  Rates. 


Decided  December  4,  1918. 

Increue  in  Bates  AuUioriBed  Hotwithstuiding  Lintitstion  in  Oonoact 

nnder  which  Property  was  Pnrchsaed  —  6  Per  Dent  Fixed  for 

Beserre  for  Depreciation  —  7  Per  Cent.  Fixed  u  Bate 

of  Betaro  —  Motion  to  Dismiss  Petition  for 

Fadlore   of   Board   of   Directors   to 

Properly   Anthoriie   Filing, 

Denied. 

Opinion  and  Order. 
On  tlie  fourteenth  day  of  May,  1918,  the  Flat  Eock  Tele- 
phone Company  of  Flat  Rot-It,  Indiana,  filed  a  petition  with 


•  Sm  CommisBion  Leaflet  No.  78,  p,  1426. 
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thp  Public  Service  Commission  of  Indiana,  and  respectfully 
represfnts  and  shows: 

That  it  is  a  corporation  organized  and  doing  business 
imder  the  laws  of  the  State  of  Indiana; 

That  its  principal  place  of  business  is  in  Flat  Rock, 
Indiana,  and  that  it  is  a  public  utility  engaged  in  the 
management  and  operation  of  a  telephone  plant  and  sys- 
tem in  said  Flat  Rock,  and  that  as  such  public  utility  it  is 
subject  to  the  provisions  of  the  laws  of  Indiana; 

That  on  the  first  day  of  November,  1918,  it  had  in  effect 
the  following  schedules  of  rates,  tolls  and  charges : 

Business  telephones  —  rate  per  month $1  50 

Selective  telephfmes—  Tat«  per  month 1  25 

Residence  telephones  —  rate  per  month; 1  00 

That  application  is  hereby  made  for  authority  to  increase 
the  rates  of  said  applicant  for  the  reason  that  the  present 
revenue  is  insufficient  to  proiK'rly  operate  and  maintain 
:<aid  plant 

Due  and  timely  notices  were  issued  and  served  upon  the 
proper  officials  of  said  town,  its  newspapers  and  ttie  utility, 
that  the  matters  contained  in  the  petition  would  be  heard 
at  tlie  office  of  the  Public  Sei'vice  Commission,  State  House, 
Indianapolis,  Indiana. 

Said  petition  came  on  for  hearing  November  13,  1918, 
and  the  evidence  introduced  showed  that  on  the  thirty-first 
day  of  March,  1900,  a  contract  was  entered  into  by  and 
between  Ezra  H.  Pleak  and  .1.  W,  Grirton,  assignors,  and 
John  Gant,  prfsident,  and  C.  A,  Swails,  secretary  of  the 
Flat  Rock  Telephone  Company,  to  sell,  convey,  transfer 
and  assign  to  the  Flat  Rock  Telephone  Company  of  Shelby 
County,  Indiana,  for  the  sum  of  $900,  and  other  considera- 
tion hereinafter  named,  the  following  described  property, 
and  all  rights,  privileges  and  benefits  belonging  thereto: 

A  telephone  line,  together  with  all  the  appurtenances 
thereof,  such  as  poles,  wires,  brackets  and  cross-arms. 

Said  contract  also  provides  that  said  Flat  Rock  Tele- 
phone Company  agrees  not  to  make  any  greater  charge 
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on  the  present  subscribers  than  they  are  now  charging  to 
the  said  Pleak  and  Girton,  except  by  the  written  consent 
of  said  Pieak  and  Girton,  and  the  said  company  agrees  to 
comply  with  all  contracts  and  agreements  now  made  and 
in  force  by  the  said  Pleak  and  Girton  or  either  of  them. 

It  appeared  from  the  evidence  that  J.  W.  Girton,  pro- 
testant  by  special  appearance  to  this  action,  moved  that 
the  Commission  dismiss  the  petition  in  this  eanse  for  the 
reason  that  the  Commission  has  no  jurisdiction  in  this 
matter,  for  the  following  reasons : 

That  there  is  no  proper  p*'tition  before  the  Commission 
authorizing  the  Commission  to  assume  jurisdiction;  that 
the  petition  fails  to  tihow  that  the  board  of  directors  of 
the  petitioner  met  and  by  proper  entr>'  of  record  authorized 
the  filing  of  the  petition. 

This  special  request  of  pt'otestant  was  denied. 

It  was  further  contended  by  protestants  that  because  of 
said  contract  between  the  parties  herein  mentioned,  the 
Commission  was  without  authority  to  increase  rates. 

The  Commission  is  of  the  opinion  that  the  contract  in 
question  is  not  effective,  and  to  substantiate  the  position 
of  the  Commission,  refers  to  the  decision  of  the  Supreme 
Court  of  Indiana  in  the  case  of  Maurice  Winfield,  et  ai 
V.  Public  Service,  ('onunission  of  Indiana  and  the  Logans- 
port  Home  Telephone  Cnmpavif,"  [118  N.  E.  531].  The 
court  said : 

"  The  complaint  in  this  case  alleges  that  in  1901  the  city  of  Lt^antport 
granted  to  the  Logansport  Home  Telephone  Company  a  '  f  rani^hise  license 
and  permit '  to  construct  and  operate  «  telephone  exchange  and  system  of 
wires,  poles  and  so  forth,  in  said  city  and  over  nnd  through  the  highway 
thereof;  that  the  term  of  said  franchise  fixed  maximum  rates  to  be 
charged  for  telephone  service,  providing  that  under  certain  eircnmataiiNs 
the  city  might  reduce  said  rates,  hut  in  no  event  shall  the  city  of  Logans- 
port,  or  snid  frrantees  or  their  assigns,  increase  the  rates  above  the  rale 
set  ont  in  the  franchise." 

The  court  further  states : 

"  The  claim  of  plaintiffs  that  in  1901  and  prior  thereto,  the  city  at 
Logansport  under  ^atntes  of  the  State,  had  exclusive  power  over  ib 


'  See  Commission  Leaflet  No.  75,  p.  427. 
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streets  and  higliways,  and  the  r^ht  to  make  the  contract  alleged;  and 
that  said  contract  was  binding  upon  snid  telephone  company  and  said 
city  may,  with  some  rescn-ations,  l>e  conceded.  Oenerally  speaking  such 
contracts,  when  [only  the  ri^ts  and  interests  of  the  city  and  ntility  are 
being]  considered,  are  valid,  binding  and  mutually  enforceable,  and  unteas 
the  public  welfare  in  the  judgment  of  the  State  requires  the  legislature 
cannot  impair  the  obligations  thereof.  Louiavitle  ff.  Gas  Company  v. 
State,  ex  rel.  Reynolds,  136  Ind.  49;  City  of  Indianapolis  v.  Consumera 
Company,  140  Ind.  116;  City  of  BushviUe  v.  Ruakville  Gas  Company, 
164  Ind,  163;  Westfleld  Company  v.  Mendenkall,  142  Ind,  533;  City  of 
KobUsville  V.  Noblesviile  Gas  Company,  157  Ind.  162;  Muncie  N.  Gas 
Company  v.  City  of  Muncis,  160  Ind.  97-101;  Milwaukee  E-  Railway 
Company  v.  Commission,  238  IT.  S.  174," 

The  court  further  said : 

"  Such  dev'isionx  do  not,  however,  apply  where  the  interest  of  the  public 
generally  is  involved  as  it  is  in  general  telephone  service." 

It  further  appears  that  the  said  Plat  Rock  Telephone 
Company  did  not  operate  under  a  franchise  permit  or  con- 
tract, except  such  contracts  existing  between  the  said  Plat 
Rock  Telephone  Company  and  the  county  commissioners  , 
for  the  use  of  the  public  highway. 

The  Public  Service  Coiimdssion  ordered  its  auditing 
'department  to  audit  the  books  of  said  Flat  Bock  Telephone 
Company;  said  audit  was  made  and  the  report  filed  with 
the  Commission  November  22.  1918.  It  appears  that  the 
operating  revenue 

For  the  year  1914  was $2,435  53 

For  the  year  1915  was 2,866  13 

For  the  year  1916  was 2,600  82 

For  the  year  1917  was 2,564  76 

For  the  year  1918—  Jan.  1  to  Ang.  31 1,720  73 

or  a  total  revenue  received  for  54  months $11,987  97 

or  an  average  of  $221 M9  per  month. 

It  further  appears  that  the  ojwrating  expense  for  the 
following  years  did  not  include  anything  for  depreciation ; 
however,  beginning  with  the  year  1916,  the  sum  of  $262.50 
was- set  aside  for  depreciation,  and  for  the  year  1917, 
$513.94  was  allowedi 
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It  furtiier  appears  that  the  only  dividend  ever  paid  was 
June  1,  1917,  the  amount  being  $1,000. 
Operating  expense  for 

1914  was $1,488  38 

1915  WW 1,878  99 

1916  was 1,931  84 

1917  WR8 2,329  38 

1918,  Jan.  1  to  Aug.  31,  8  months 1,779  23 

or  a  total  operatii^  expense  for  54  months *fl0,407  92 

"  An  error  is  apparent. 

or  an  average  of  $192.74  per  month,  leaving  a  net  revenue 
per  month  of  $29.25  for  54  months. 

It  further  appears  that  said  Flat  Rock  Telephone  Com- 
pany proposes  to  increase  the  salary  of  its  ti^'o  operators 
from  $1.00  per  day  to  $1.20  per  day,  adding  additional 
operating  expense  for  the  year  of  $146. 

It  further  appears  that  should  the  proposed  schedule 
of  rates  be  allowed  it  would  furnish  additional  revenue  per 
year  of  approximately  $477.60. 

It  further  appears  that  the  present  value  of  said  tele- 
phone plant  and  system  is  approximately  ?S.000. 

It  further  appears  that  the  operating  expense  ineludinj? 
taxes,  depreciation  and  a  reasonable  return  on  investment 
for  1918,  is  $2,993.51 : 

Operating  espenae  , ■ $1,642  61 

Taxes 45  00 

Five  per  cent,  depreciation  on  $8,000 400  00 

Seven  per  cent,  return  on  $8,000 660  00 

Estimated  increase  for  two  operators 146  00 

Total   , $2,903  51 

The  Public  Service  Commission  of  Indiana,  having  heard 
the  evidence  and  being  fully  advised  in  the  premises,  is  of 
the  opinion  that  the  rates  now  in  force  and  effect  are  inade- 
quate and  insuflficient  to  properly  operate  and  maintain 
said  telephone  plant  and  system,  and  that  an  increase 
should  be  granted,  and  it  will  be  so  ordered. 
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It  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana.  That  the  Flat  RcK'k  Telephone  Comiiany 
i)f  Flat  Bock,  Indiana,  is  hereby  and  herein  authorized  to 
file  with  the  Public  Servic*'  Commission,  a  schedule  of  the 
following  rates,  tolls  and  charges: 

Individual  bnsineBB  Mephones  per  month. .  j 91  60 

Individnal  residence  telephones  per  month 1  20 

Ci^  residenoe  telephones  per  month 1  00 

Rural  party  telephones  per  month 1  20 

Roral  party  selective  telephones  per  month .' 1  46 

Extensirai  telephones  per  month 50 

Extension  bells  per  month 25 

Said  rates,  tolls  and  charges  to  be  in  force  and  effect 
January  1,  1938,  and  thereafter,  or  until  further  orders  of 
this  Commission. 

/(  is  further  ordered,  That  the  said  Flat  Rock  Telephone 
Company  pay  to  the  Treasurer  of  State  the  sum  of  $14.84 
for  expense  incurred  for  auditing  the  books  of  said  tele- 
phone company: 

Lawrence  Carter,  acconntant: 

November  19  and  20-2  days  at  $5.77 $11  54 

Hotel 1  50 

Railroad  fare    1  80 

Total  $14  84 

It  is  furthei  ordered.  That  petitioner  shall  pay  into  a 
depreeidtion  fund  the  moneys  provided  for  depreciation, 
which  fund  shall  be  held  separate  and  handled  with  proper 
accounting;  that  there  shall  be  paid  out  of  this  fund  all 
costs  of  meeting  depreciation.  Moneys  accumulating  in 
.<aid  fund  shall  he  invested,  and  if  invested,  such  invest- 
ment shall  he  made  in  government  or  otJier  high  grade 
listed  securities,  M-hich  shall  return  to  said  fund  not  less 
than  4  per  cent,  interest  per  annum;  or  petitioner  may 
borrow  from  this  fund,  for  a  period  of  not  to  exceed  one 
year,  money  to  cover  not  more  than  75  per  cent,  of  the 
?08t  of  new  construction,  extensions  or  additions  to  the 
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property  —  items  properly  (-hargpablp  to  capital  account  —  - 
but,  in  such  event,  petitioner  sliall  pledge  to  said  fund  its 
own  note  or  bonds  bearinjr  interest  at  the  rate  of  not  less 
than  4  jier  cent,  per  annum.  Snch  moneys  so  borrowed 
by  petitioner  shall  be  repaid  in  full  within  one  year.  In 
hgndling  such  fiind  petitioner  will  be  held  strictly  responsi- 
ble for  its  safe  investment,  proper  administration  and 
accounting.  Said  accounting  shall  be  double  entry  with 
the  asset  account  designated  Depreciation  Fund;  the 
liability  acpomit  shall  be  designated  as  Depreciation 
Reserve. 

December  4,  1918. 


In   re   Application   of   Roann    Teijiphong   Company   for 
Authority  to  Issue  Adpitionai,  Capital  Stock. 

No.  4001. 

Decided  DecembeT'4,  1918. 

Isane  of  AddiUonal  Stock  to  Eeimbnne  Tnuni;  for  Capital  Ezpendi- 
tares,  Antborised. 

Opinion  and  Order. 

On  June  11,  1918,  petitioner,  the  Eoann  Telephone  Com- 
pany, filed  its  petition  with  the  Public  Service  Commission 
of  Indiana  averring  that  it  is  a  public  utility  engaged  in 
the  operation  of  telephone  exchanges  in  the  town  of  Roann 
and  the  village  of  Chili,  with  lines  radiating  therefrom 
to  the  country  adjacent  thereto;  that  it  has  authorized  and 
outstanding,  $15,000  capital  stock  consisting  of  300  shares 
of  par  value  of  $50.00  per  sliare;  that  it  prays  the  Com- 
mission for  authority  to  issue  and  sell  $20,000  additional 
capital  stock  to  reimburse  the  treasury  for  moneys  already 
expended  and  propeily  chargeable  to  capital  account. 

After  due  and  timely  notice  liad  been  served  upon  all 
interested  parties,  the  matt<>rs  contained  in  the  said  peti- 
tion were  heard  September  27,  1918,  at  the  State  Honse, 
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Indianapolis,  Indiana.    J.  K.  Johnston  appeared  for  peti- 
tioner.   There  were  no  other  appearances. 

The  evidence  introduced  in  the  hearing  of  this  cause 
shows  that  petitioner's  plant  has  a  valuation  of  approxi- 
mately $38,000.  This  valuation  was  adopted  by  the  Cora- 
mission  in  the  determination  of  the  company's  petition  to 
increase  rates  in  P.  S.  C.  I  3963.*  In  addition  to  the  lia- 
bilities in  the  form  of  capital  stock  already  oustanding, 
petitioner  has  a  floating  indebtedness  of  approximately 
$6,000,  which  indebtedness  was  incurred  in  the  rehabilita- 
tion of  petitioner's  plant  following  the  sleet  storm  of 
January,  1918. 

The  evidence  in  this  cause  shows  that  if  the  petition  were 
granted,  a  substantial  margin  over  and  above  the  total  out- 
standing capitalization  in  values  would  still  remain.  Peti- 
tioner does  not  expect  to  dispose  of  the  securities  herein 
prayed  for  at  this  time. 

The  I*ublic  Service  Conmiiasion  of  Indiana,  having  heard 
all  of  the  evidence  in  the  above-entitled  cause,  and  being 
fully  advised  in  the  premises,  i.s  of  the  opinion  that  peti- 
tioner should  be  authorized  to  reimburse  its  treasury  to 
the  extent  of  $20,000  additional  capital  stock  herein  prayed 
for  and  represented  by  values  considerably  in  excess  of 
this  amount.    An  appropriate  order  is  hereto  appended. 

/(  is  ordered  by  the  Piiblic  Service  Commission  of 
Indiana,  That  the  Roann  Telephone  Company  be,  and  the 
same  is  hereby,  authorized  to  issue  and  sell  $20,000  addi- 
tional capital  stock  at  not  less  than  100  per  cent,  of  the 
par  value  thereof,  the  proceeds  to  be  used  to  reimburse 
the  treasury  for  capital  expenditures  heretofore  made. 

/(  is  further  ordered,  Tliat  the  Roann  Telephone  Com- 
pany within  twenty  days  froin  the  date  of  this  order  shall 
pay  into  the  treasury  of  the  State  of  Indiana,  the  sum  of 
$30.00,  the  .'Jtatutorv  fee  in  this  cause. 

December  4,  1918. 
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In  re  Apflicatiok  of  Pomona  Telephone  Company  fob 
Permission  to  Make  Certain  Changes  in  its  Bates 
FOR  Service. 

Docket  No.  2662. 
Decided  October  25,  1918. 

Increaae  in  BatM,  Wu  Oonditioiu  Oonaldend,  AntiiOTlsed — AddltteBAl 

MUe&ge  ObaTge  for  Service  beyond  a  Que-hilf  KUe  Bcdios 

from     Gltr     Umite    AatboiiMd  —  Collection     Bnlee 

Ordered  Filed. 

Order. 

On  the  eighth  day  of  October,  liH8,  the  matter  of  the 
application  of  the  Pomona  Telephone  Company  for  per- 
mission to  make  certain  changes  in  its  rates  for  service 
at  Pomona,  Kansas,  upon  due  notice,  came  on  for  hearing 
at  Ottawa,  Kansas,  and  after  the  taking  of  the  testimony 
the  matter  was  taken  under  advisement. 

And  now  on  this  twenty-fifth  day  of  October,  1918,  this 
matter  comes  duly  on  for  order,  and  upon  consideration 
of  said  application  and  the  evidence  introduced  thereunder, 
and  being  duly  advised  in  the  premises,  the  Commission 
finds  that  owing  to  existing  war  conditions,  involving 
increased  operating  and  maintenance  expenses,  and  in  view 
of  additional  service  now  being  furnished  to  adjacent 
exchanges,  petitioner,  in  order  to  lie  enabled  to  furnish 
reasonably  efficient  and  sufficient  service,  should  be  author- 
ized and  permitted  to  file  an  amended  schedule  of  rates 
covering  charges  for  the  various  classes  of  service  fur- 
nished by  it,  as  hereinafter  provided  for. 

It  is,  (hei-fforc,  hy  the  Commifislfm  ordered.  That  the 
Pomona  Telephone  Company  be,  and  it  is  hereby,  author- 
ized and  pennitted  to  file  an  amended  schedule  of  rates 
412 
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providing  eharf^eS  for  the  various  classes  of  service  fnr- 
nished  by  it  at  and  through  its  exchange  at  Pomona, 
Kansas,  as  follows,  to- wit: 

Per  Month 

ladindiul  line  btosiness  telephone $1  76 

Individual  line  residence'  telephone 1  25 

Party  line  residence  telephone 1  00 

Rural  party  line  residence  telephone 1  26 

Extension  sets,  extra,  business  and  residence 60 

Desk  sets,  extra,  business  and  residence 25 

All  business  and  residence  rates  to  be  applicable  within  a  radius  of 
one-half  mile  distanee  from  city  limrts. 

Individual  line  service  beyond  one-half  mile  distance  from  city  limits, 
a  charge  in  addition  to  the  regular  rate  to  be  made  of  50  cents  per  month, 
per  telephone,  foj  each  additional  one-half  mile. 

/(  is  further  by  the  Commission  ordered.  That  petitioner 
be,  and  it  is  hereby,  authorized  to  prepare  and  file  for 
approval  collection  rules  and  regnlations  such  as  it  may  ■ 
deem  necessary  for  the  proper  conduct  of  its  business. 

October  25,  1918. 


In  re  Applk'ation  of  Burden  Telephone  Exchange  for 
Permission  to  Fii^b  and  Ch^vegb  Increased  Rates  and 
for  Authority  to  Discontinue  Free  Service  to 
Neighboring  Exchanges. 

Docket  No.  2593. 

Decided  October  28,  1918. 

IncTMM  in  Bates,  War  Conditions  Oonsidend,  Anl^rized  —  EsUblieh- 
mrat  of  Toll  Oliargft  after  Fne  Flve-Hlnnte  Period,  Anthorizod. 

Order. 
On  the  seventeenth  day  of  October,  1918,  the  matter  of 
the  application  of  the  Burden  Telephone  Kxchange  for  per- 
mission to  file  and  charge  increased  telephone  rates  aijd  for 
authority  to  discoutinue  free  service  to  neighboring 
exchanges,  upon  due  notice  came  on  for  hearing  at  Win- 
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field,.  Kansas,  and  after  the  taking  of  the  testimony  the 
matter  was  taken  under  advisement. 

And  now  on  this  twenty-fifth  day  of  October,  1918,  thia 
matter  comes  duly  on  for  order,  and  upon  consideration  of 
said  appHcation  and  the  evidenee  introduced  thereunder, 
and  being  duly  advised  in  the  premises,  the  Commission 
finds  that  owinji;  to  existing  war  conditions,  involving 
increased  operating  and  maintenance  expenses,  the  peti- 
tioner, ill  order  to  be  enabled  to  furnish  reasonably  efficient 
and  sufficient  service,  and  in  view  of  additional  service  now 
being  furnished  to  adjacent  exchanges,  should  be  author- 
ized and  permitted  to  file  an  amended  eeliedule  of  rales, 
covering  charges  for  various  classes  of  service  furnished 
by  it  at  and  through  its  exchange  at  Burden,  Kansas,  as 
hereinafter  provided  for. 

It  is,  therefore,  by  the  Comnussion  ordered,  That  the 
Burden  Telephone  Exchange  be,  and  it  is  hereby,  author- 
ized and  permitted  to  file  an  amended  schedule  of  rates, 
effective  on  and  after  November  I,  1918,  providing  charges 
for  the  various  classes  of  service  furnished  by  it  at  and 
through  its  exchange  at  Burden,  Kansas,  as  follows,  to-wit: 

■Ptr  Month 

Individual  line  business  telephone $1  75 

Individual  line  residence  telephone 1  25 

Party  line  residence  telephone 1  00 

Rural  party  line  residence  telephone 1  26 

Extension  seta  business  . '. 75 

Extension  sets  residence  50 

Desk    sets,    extra    (business    and    residence) 25 

Rural  switching  fee  service  (eqaipment  owned  by  sub- 
scribers) per  telephone , . . . ,  35 

Switching  fee  service,  minimum 3  00  per  line 

It  is  further  by  the  Commission  ordered,  That  petitioner 
herein  be,  and  it  is  hereby,  authorized  to  file  and  enforce 
a  rule  limiting  service  to  its  subscribers  to  telephone 
exchanges  near  and  adjacent  to  its  own,  and  to  whieli 
reciprocal  service  is  now  being  furnished,  messages  to  be 
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frpp  for  the  first  five  miimtt-s.  and  rp^wlar  pul)lished  toll 
charfTe  to  he  made  for  oaeh  additional  minute  or  fraction 
thereof  after  the  operator  has  notified  parties  of  the  expira- 
tion of  the  fre<'  time  limit;  the  proceeds  of  such  charges 
to  be  divided  bet\\'een  the  exchanges  interested,  under  the 
rules  and  arrangements  now  in  force.* 
October  28, 1918. 


•  On  October  25,  1918,  aimiiar  nilinfts  were  made  in  the  following 
esses: 

In  re  AppHeatioit  of  Udall  Telephone  Exchange  for  Permiagion  to 
Charge  Increased  Rates  and  for  Authoritg  to  Discotititwe  Free  Service 
to  Neighboring  Exchanges.     Docket  No.  2591. 

In  rt  ApplieatioH  of  Atlanta  Telephone  Exchange  for  Permisaioa  to 
Charge  Increased  JtiUen  and  for  Authority  to  Dvicontinue  Free  Service 
to  Neighboring  Exchanges.     Docket  No.  2592. 

In  re  Application  of  Lane  Telephone  Company  for  Permission  to 
Make  Certain  Changes  in  ifs  Bates  for  Service.    Docket  No.  2201* 
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Railroad  Commission. 

In  re  Application  of  Union  Tei^phone  Company  and 
Michigan  State  Telephone  Company  for  Authority 
TO  Enter  into  an  Agreement  Rei^tive  to  the 
Exchange  and  Consolidation  of  Their  Properties. 

T-200. 

Decided  November  6,  1918. 

Ordw  Providing  for  OonMllcUtion  of  Propertios  Amandad. 

Order. 

The  Commission  having  heretol'ore  on  the  eleveiith  day 
of  October,  1918,  issued  an  order"  in  the  above-entitled 
matter,  which  said  order*  was  duly  served  upon  all  parties 
in  interest,  and  it  appearing  that  some  uncertainty  exists 
in  the  minds  of  said  parties  as  to  the  construction  of  a  por- 
tion of  said  order,'  and  the  hearing  in  said  matter  having 
fully  covered  all  matters  concerning  which  any  uncertainty 
exists,  and  it  having  decided  to  i-eniove  any  uncertainty  as 
to  the  construction  of  said  order,' 

Therefore,  by  virtue  of  the  authority  vested  in  this  Com- 
mission by  hitv,  it  is  hereby  ordered,  That  paragraph 
Number  5,  in  said  original  order"  be,  and  the  same  is 
hereby,  amended  to  read  as  follows: 

6.  That  the  patrons  of  each  of  said  petitioning  companies,  and  the 
patrons  of  any  of  the  connecting^  companies  now  having  access  to  or  serv' 
iee  over  the  lines  of  said  petitioning  companies  respectively,  shall  continae 
to  have  and  enjoy  all  of  such  facilities,  and  in  addition  thereto  ahail  have 
access  to  and  service  over  the  tines  and  facilities,  the  title  to  which  is 
acquired  hy  said  petitioning  companies  respectively,  anbjeet  to  the 
established  rates,  tolls,  and  charges  for  such  service,  provided,  however, 
that  snch  additional  service  above  contemplated  shall  be  limited  to  nie»- 

*  See  Commission  Leaflet  No.  84,  p.  149. 
416 
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sd)^  either  orifpnatlng  in  or  tcrnihmtin;;  at  surh  itiorg^J  points,  an<l 
provided  further,  that  lines  so  acriuirod,  now  phyBically  connectpd  with 
oiip  of  two  competing  local  exchnng<?s,  shall  not  be  required  to  be  con- 
nected with  more  than  one  of  such  exihan^c^,  without  further  order 
of  the  Conunission. 

//  is  further  ordered,  That  a  verified  copy  of  tins  order 
he  servpd  upon  thp  Michigan  State  Telephone  Company 
by  delivering  said  copy  to  Thomas  G.  Long,  attorney  for 
said  eonipanv;  upon  the  Union  Telephone  Company  by 
delivering  a  copy  thereof  to  Wm.  A,  Balke,  attoriiey  for 
said  company;  upon  the  Valley  Home  Telephone  Company 
by  delivering  said  copy  to  A.  H.  McMillen,  attorney  for 
said  company;  upon  the  Clinton  Telephoite  Company  and 
the  0\nd  Mutual  Telephone  Coniptiny  by  delivery  of  said 
copies  to  George  Hunter,  attorney  for  said  companies,  and 
that  each  of  said  attorneys  forthwith  acknowledge  receipt 
of  said  copy. 

Dated  November  6,  1918. 
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MINKESOTA. 

Railroad  and  Warehouse  Commission. 

In  re  The  Nokthwestebn  Telephone  Exchange  Company. 

Decided  October  23,  1918. 

Billing  vith  DUKarent  Discount  Pwioda  for  Difteient  Ezchancw  ia 

B&me  Oitr  AntiioriEed,  in  Ordn  to  Relieve  Oongeetioii  —  Instal- 

Ution    of    Prompt    Payment    Disconnt    Oimildered 

Question  of  a  BeKUlation  and  not  of  Kates. 

IsFORMAi,  Ruling.' 

Your  ooiiiniuiii cation  of  October  19  in  reference  to  a 
solution  of  your  reported  congestion  in  tlie  commercial  and 
accounting  offices  of  the  Minneapolis  exchange,  was  duly 
received. 

The  Connnissioii  lias  examined  your  letter  and  the  data 
attached  to  the  same,  and  also  has  sent  its  representatives 
to  your  Minneapolis  office,  and  observed  the  situation  on 
the  fourteenth  and  fifteenth  of  this  month. 

The  Connnission  finds  that  the  following  facts  have  been 
substantiated;  that  under  the  present  system  of  billing 
teleplione  bills  to  your  Minneapolis  subscribers,  with  all 
subscribers  receiving  until  the  fifteenth  of  the  month  in 
oi-der  to  take  advantage  of  tlie  disconnt  feature,  that  a 
largo  number  of  the  subscribers  waited  until  the  fifteenth 
day  of  the  month  before  paying  their  account;  that  also 
at  the  sanie  time  they  pay  their  account  they  transact  other 
business  with  the  company;  that  the  number  of  bills 
handled  in  your  Minneapolis  office  ranged  from  9,000  to 
12,000  bills  on  the  one  day,  the  fifteenth  of  the  month.  That 
in  addition  to  this  a  large  number  of  checks  were  received 
for  payment,  which  creates  an  additional  burden  upon  your 
accounting  force. 

That  because  of  the  large  mmiber  of  subscribers  who 

'  Letter    from    Minnesota    Railroad    and    Warehouse    CommisaioD    to 
W,  R.  T.  Belt,  viee  president  and  Ki'ieral  manager  of  The  Northwestern 
Telephone  Exehange  Company,  Omaha,  Nebraska,  October  23.  1918. 
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pay  on  the  fifteentli  of  the  month  the  public  is  greatly  incon- 
venienced, due  to  the  crowding  of  facilities  in  your  general 
office  in  the  city  oF  Minneapolis,  and  your  snbseribers  are 
caused  to  wait  in  line  for  several  hours  before  they  can 
obtain  service  from  your  force.  That  the  furnishing  of  a 
sufficient  force  of  employees  and  the  additional  floor  space 
necessary  to  handle  these  crowds  would  create  a  con- 
siderable additional  expense  to  the  telephone  company, 
which  must  eventually  be  paid  by  the  subscribers. 

That  the  proposed  billing  of  your  accounts  in  the  city 
of  Minneapolis  according  to  exchanges,  to-wit: 

Your  manual  exchanges,  Main,  Nicollet  and  0rexel  and 
your  automatic  exchanges,  Center  and  Snelling,  to  be  billed 
with  discount  date  expiring  the  tenth  of  the  month; 

Your"  manual  exchanges,  Kenwood,  Walnut,  Colfax  and 
South,  and  automatic  exchanges,  Harriet,  G-rove  and  Cal- 
houn, with  tiie  discount  date  expiring  the  fifteenth  of  the 
iiioiitli ; 

And  the  manual  exchanges,  Hyland,  East  and  Orchard, 
aJid  automatic  exchanges.  North  and  Spruce,  with  the  dis- 
count date  expiring  the  twentieth  of  the  month ; 

Would  appear  to  be  a  reasonable  solution  of  your 
diflS^Julties. 

It  is  the  opinion  of  the  Commission  that  the  billing  of 
your  different  exchanges  at  different  discount  dates,  is  a 
question  of  a  regulation  and  not  a  question  of  rate;  the 
only  question  to  be  determined  by  this  Connnission  is,  as 
to  whether  or  not  it  is  a.reasonable  regulation. 

The  Commission  believes  that  it  may  be  a  great  accom- 
modation to  the  public  as  well  as  to  the  telephone  com- 
pany to  adopt  the  proposal,  and  you  are  hereby  authorized 
to  adopt  the  proposal  commencing  November  1,  1918,  for 
a  period  of  three  months,  inchiding  November,  December 
and  January,  in  order  to  fully  try  out  the  proposal.  At 
the  end  of  this  trial  period  the  Connnission  can. easily  deter- 
mine whether  or  not  the  proposed  change  is  giving  thi- 
relief  sought  and  is  not  too  great  a  burden  upon  your 
subscribers. 

October  23,  1918. 
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MISSOURI. 

PnbUc  Service  Commission. 

In  re  Siispemsion  of  Rates  of  Kkarxey  Teusphune  Com- 
pany. 

Cas«  No.  1500. 

Decided  September  9,  1918. 

iDcnua  is  Btuiness,  BMidenn  and  Rnnl  Ratei  EflectiTe  for  On* 

Tou,  Authorised  —  Seirics  Ordered  Improved. 

Report. 

On  February  28,  191S,  the  ICeariiey  Telephone  Company 
submitted  a  new  schedule  for  an  increase  in  the  rates  for 
telephone  service,  having  previously  published  the  new  pro- 
posed rates.  Protest  signed  by  66  subscribers,  and  a  com- 
plaint and  request  for  an  investigation  of  the  service  fur- 
nished, signed  by  21  patrons  of  the  company,  were  filed  with 
thd  Commission. 

By  order  of  the  Commission,  dated  March  18,  1918,  the 
operation  of  the  proposed  rates,  charges  and  regulations 
was  suspended  nnd  the  case  was  set  down  for  a  hearing. 
The  case  was  heard  at  Kearney  on  April  18,  1918,  by  one 
of  the  Commissioners. 

The  Facts. 

The  Kearney  Telephone  Company,  hereinafter  referred 
to  as  the  company,  owns  and  operates  a  telephone  exchajige 
in  the  town  of  Kearney,  having  a  population,  according  to 
the  1910  census,  of  about  600,  and  also  owns,  operates  and 
maintaiiLs  the  rural  lines  and  telejthones  in  the  surrounding 
country.  It  has  about  460  telephones  in  service,  repre- 
senting 160  ]iietallic  lines  in  the  town  and  300  grounded 
lines  in  tlie  surrounding  territory. 

The  company  gives  twenty-four  hour  service,  but  th? 
night  operators,  two  in  number,  are  supposed  to  answei 
420 
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only   emergency  calls,  being  allowed   to  sleep  near   the 
switch-board. 

Free  long  distance  service  is  given  to  Smithville,  Gash- 
land,  Liberty,  Missouri  City,  Excelsior  Springs  and  Holt. 
The  company  expects,  however,  to  diseontinae  free  service 
to  Liberty  and  Holt,  placing  this  service  on  a  toll  basis. 

RATES   PHt   MONTH. 

Present     Proposed 

BnaineBS,  specisl  line $1  50  $2  25 

BnsineM,  two-partj'  line   150  200 

R«8idraee,  direct  Une 1  00  1  50 

Residence,  *two-p«rty  line  100  125 

Rural— claag  B 1  00  1  25 

Extension  bells  and  desk  telephones  26  cents  per  month,  eoeb. 

Investments. 

The  company  is  incorporated  with  a  capital  stock  of 
$10,000  and  has  been  operating  since  1897  or.  1898.  Addi- 
tional capital  to  the  extent  of  $3,000  or  $4>000  has  been  pro- 
\'ided  by  the  stockholders,  and  daring  tjie  'first  seven  or 
eight  years  earnings  were  applied  to  plant  expenditures. 
Dividends  of  6  per  cent,  on  a  capital  of  $10,000  have  been 
paid  for  the  last  four  or  five  years.  There  is  no  bonded 
indebtedness.  The  company  submitted  an  appraisal  of 
the  plant,  including  tools  and  material  on  hand,  amount- 
ing to  $24,243.98,  and  claims  that,  after  making  a  deduc- 
tion for  depreciation,  the  fair  value  of  the  plant  should 
be  placed  at  $20,000,  representing  an  approximate  invest- 
ment of  $65.00  per  city  telephone  station,  and  $32.00  per 
rural  telephone  station. 

Incomf.. 

The  total  operating  reveime  for  the  year  1917  was 
$5,900.62,  and  the  operating  expenses,  including  taxes,  but 
exclusive  of,  interest  charges  or  depreciation,  were  $4,- 
740.36.  leaving  a  balance  of  $1,160.26  for  depreciation  and 
dividends. 

Witness  Eby,  the  preyideut  of  the  company,  testified  that 
an  additional  amount  of  $582.81  should  be  charged  up  as 
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[ 
oxpenses  of  operation,  IpaWng  a  balance  of  $577.45  avail- 
able for  depreciation  and  dividends,  in  place  of  $1,160.26. 
This  amount  of  $582.81  included  an  item  of  $400  for  the 
purchase  of  an  automobile,  and  manifestly  this  item  should 
be  charged  to  capital  account  and  not  to  operating  expenses. 
The  evidence  disclosed  that  the  automobile  belonging  to  the 
company  was  used  by  the  president  for  private  purposes 
not  connected  with  the  work  of  the  company  about  20  per 
cent,  of  the  time,  and  that  the  gasoline  bills  and  repair  bills 
charged  to  the  company  were  excessive. 

Service. 
Fourteen  witnesses,  all  users  of  the  grounded  fann  lines, 
testified  that  the  service  M-as  unsatisfactory,  and  many 
more  were  present  to  offer  testimony  along  the  same  line. 
It  appeared  from  the  evidence  that  some  of  the  pole  lines 
are  in  bad  condition,  insulators  missing,  wires  down,  and 
that  the  service  on  the  rural  lines  is  very  imsatisfactorj-. 
Three  witnesses  appeared  in  rebuttal  and  testified  that  the 
service  was  good,  or  fairly  good. 

Retuhn  From  Proposed  Bates. 
The  increase  in  revenue  from  the  proposed  rates  is  esti- 
mated at  $877  per  year.  Adding  this  amount  to  the  balance 
available  for  depreciation  and  dividends,  according  to  the 
statement  of  the  company  for  1917,  to-wit:  $1,160.26,  we 
would  have  a  total  estimated  amount  of  $2,037  available 
for  depreciation  and  dividends  under  the  proposed  rates. 

CONCLI'SIONS. 

After  considering  all  of  the  evidence  in  this  case,  the 
Commission  finds  as  follows: 

1.  That  the  applicant  shall  be  required,  in  the  future, 
to  abstain  from  cimrging  tlie  expenses  of  operating  the 
-automobile  when  in  the  private  service  of  the  president  as 
part  of  its  operating  expenses. 

'  2.  That  before  any  increase   in   rates  is  allowed,   the 
applicant  shall  be  required  to  improve  the  condition  of  its 
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plant,  including  the  repairing  of  its  pole  lines  and  wires, 
the  installation  of  insulators  where  missing,  and  sucli  fur- 
ther repairs  ac  may  he  necessary,  and  shall  farther  he 
required  to  give  more  prompt  attentiou  to  complaints  of 
unsatisfactory  service  to  the  end  that  the  parties  may 
secure  such  sev\'ice  as  may  reasonably  be  expected  from  an 
exchange  of  this  class  and  size. 

3.  That  whenever  the  improvements  in  the  plant  have 
been  completed  and  the  service  has'  been  improved,  the 
applicant  shall  so  report  to  the  Commission,  and  as  soon 
as  the  Commission,  after  such  investigation  as  may  be 
deemed  necessary,  is  satisfied  that  tJie  applicant  has  made 
the  necessary  repairs,  and  is  rendering  proper  service,  the 
applicant  shall  be  allowed  to  establish  the  following  rates 
of  charge : 

Per  Month 

Business,  special  line $2  00 

Bnsuiees,  two-party  line  1  75 

Residence,  direct  line    1  50 

Rpsidence,  two-party  line  1  25 

Band  — class  B  1  25 

Extension  bells  and  desk  telephones  25  cents  per  month,  euch. 

These  rates  Mill  yield  an  estimated  annual  increase  of 
$807  in  the  operating  revenue. 

4.  That  the  Commission  shall  retain  jurisdiction  in  this 
case  until  the  conditions  above  outlined  have  been  fulfilled, 
and  thereupon  enter  its  order  permitting  the  increased 
rates  to  go  into  effect  under  such  conditions  as,  at  that 
time,  may  seem  warranted.     All  concur. 

Obdeb. 
The  Connnission,  having  by  its  order  of  record  in  this 
case,  on  the  eighteenth  day  of  March,  1918.  upon  its  OAvn 
initiative  suspended  the  operation  of  the  proposed  new 
Kchednle  of  rates  for  telephone  service  filed  by  the  Kearney 
Telephone  Company  entitled  its  P.  S.  C.  Mo.  No.  2,  cancel- 
ling P.  S.  C.  Mo.  No.  1,  and  full  investigation  of  the  matters 
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and  tilings  involved  having  been  had,  aod  the  Commission, 
having  on  the  date  hereof  made  and  filed  its  report  con- 
taining its  findings  of  fact  and  conclusions  thereon,  which 
said  report  is  hereby  referred  to,  and  made  a  part  hereof; 

Now,  upon  the  evidence  in  this  case,  and  after  due 
deliberation, 

It  is  ordered,  1,  That  the  Commission,  disapproving  at 
this  time  of  the  rates  for  telephone  service  as  contained  in 
P.  S.  C.  Mo.  No.  2,  hereby  orders  that  the  said  schedule  of 
rates  be  cancelled  and  withdrawn  from  the  flies  of  the  Com- 
mission on  or  before  the  tenth  day  of  July,  1918. 

Ordered,  2.  That  the  applicant  shall  be  required  to 
improve  the  condition  of  its  plant,  including  the  repairins 
of  its  pole  lines  and  >vires,  the  installation  of  insulators 
where  missing,  and  such  further  repairs  as  may  be  neces- 
sary, and  shall  I'urther  be  required  to  give  more  prompt 
attention  to  complaints  of  unsatisfactory  sei-^'ice,  to  the. end 
that  the  parties  may  secure  such  service  as  may  reason- 
ably 1)6  expected  from  an  exchange  of  this  class  and  size. 

Ordered,  3.  That  whenever  the  improvements  in  the  plant 
have  been  completed  and  the  service  has  been  improved, 
the  applicant  shall  so  report  to  th<'  Commission,  and  aa 
soon  as  the  Commission,  after  such  investigation  as  may 
lie  deemed  necessary,  is  satisfied  that  the  applicant  has 
made  the  necessary  repairs,  and  is  rendering  proper  serv- 
ice, the  applicant  shall  be  allowed  to  establish  the  follow- 
ing rates  of  charges: 

Per  MonA 

Business,  special  lino  , 1300 

Bnsirt'i's,  two-party  line  1  75 

Residence,  direct  line   1  60 

Residence,  two-party  line  1  25 

Rural  — pJass  B 126 

Extension  bells  nnd  desk  tclfiphones  25  i^enta  p<>r  montli,  each. 

Ordered,  4.  TImt  the  C'onnnission  shall  retain  jurisdic- 
tion in  this  case  until  the  conditions  above  outlmed  have 
been  fulfilled,  and  thereupon  enter  its  order  permitting 
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thf  increased  rates  to  go  into  effect  under  sucli  conditions 
as,  at  that  time,  may  seein  warranted. 

Ordered,  5.  That  this  order  shall  take  effect  on  the 
first  day  of  July,  191 8,  and  that  the  secretary  of  the  Com- 
mission forthwith  ser^-e  on  the  Kearney  Telephone  Com- 
pany, and  the  city  of  Kearney,  certified  copies  of  this  order 
and  the  report  herein. 

Ordered,  6.  That  the  applicant,  the  Kearney  Telephone 
Conipanj,  be,  and  it  is  hereby,  required  to  notify  the  Com- 
mission  in  the  manner  prescribed  in  Section  25  of  the  Pub- 
lic Service  Commission  Law,  within  five  days  after  receipt 
of  the  certified  copy  of  this  order  and  i-eport  herein,  whether 
the  terms  of  this  order  are  accepted'  and  will  be  obeyed. 

June  19,  1018. 

Supplemental  Ordek  No.  1. 

The  Commission,  ha^ang  by  its  order  of  record  in  this 
ease  on  tlie  nineteenth  day  of  June,  1918,  required  the  appli- 
cant company  to  improve  the  condition  of  its  plant  to  the 
extent  of  repairing  its  pole  lines  and  other  equipment, 
directing  attention  to  the  improvement  of  the  service 
rendered,  and  naming  certain  rates  to  be  charged  for  tele- 
phone service  after  it  was  sho'wn  that  the  provisions  of 
the  order"  had  been  complied  with,  and  at  a  hearing  held 
in  Kansas  City  on  August  20,  1918.  it  having  been  shown 
that  the  required  improvements  in  the  physical  plant  had 
been  made  and  that  the  service  had  been  improved,  the 
applicant  company  having  therefore  complied  with  the 
order*  of  the  Commission, 

It  i/i  ordered,  1.  That  the  Kearney  Telephone  Companv 
shall  be  permitted  to  file  with  this  Commission  a  schedule  of 
rates  to  Ih>  known  as  P.  S.  C.  No.  2,  effective  on  and  after 
<)ctoI>er  1,  1918,  containing  the  following  maximum  rates 
for  various  classes  of  telephone  service: 

•  See  fupra,  p.  420. 
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'     Per  Month 

Business,  special  line $2  00 

Busincfb,  two-pirty  line  1  75 

Busiaess,   extension    75 

Residence,  special  line  1  50 

Residence,  two-party  line   1  25 

Residence,  extension    50 

Class  B  niral  switching   1  25 

Extension  be!!^  and  desk  telephones,  each 25 

Ordered,  2.  That  any  and  all  increase  of  rates  herein 
authorized  or  permitted  shall  remain  in  effect  for  a  period 
of  one  year  only  from  and  after  th«'  effective  date  of  this 
order,  at  the  end  of  whieh  yearly  period  such  increase  of 
rates  shall,  without  further  order,  cease,  and  the  rates  of 
said  company  shall  then  he  reduced  and  restored  by  said 
company  to  the  rates  now  on  file  or  charged  by  it;  provided, 
that  the  Conunissiou  may  hereafter  by  further  order  con- 
tinue such  increase  of  rates  for  another  or  further  period, 
or  otherwise  change  or  luctlify  the  rates  of  said  company. 

Ordered,  3.  That  the  said  company  be  required  to  keep 
a  full  and  accurate  account  of  the  revenues  and  expenses 
of  its  exchange  and  file  a  full  and  complete  report  thereof 
with  this  Commission  at  the  expiration  of  said  period  of 
one  year  after  the  effective  date  of  this  order,  which  report 
shall  be  in  addition  to  any  other  reports  required  by  law^; 
and  that  the  Commission  fully  retain  jurisdiction  of  the 
parties  and  subject  matter  of  this  cause  to  continue,  change 
or  modify  the  rates  of  said  comx>any  upon  the  expiration 
of  said  period  of  one  year  after  the  effective  date  of  thi? 
order,  or  at  any  other  time. 

Ordered,  4.  That  this  order  shall  lie  in  force  and  effect 
on  October  1,  1918,  and  that  the  secretary  of  this  Commis- 
sion shall  forthwith  serve  upon  the  parties  hereto,  also 
upon  Hon.  Albert  S.  Burleson,  Postmaster  (Jeneral  of  the 
United  States  and.  Director  of  Telephone  and  Telegraph 
Service,  a  certified  copy  of  this  order,  and  that  the  com- 
pany shall  notily  this  Connnission  on  or  before  October  1, 
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1918,  ill  manner  pivspriJicd  in  Septioii  25  of  the  Public 
•Semco  Commission  Law,  whether  the  terms  of  this  order 
are  accepted  and  will  be  obeyed. 
September  9,  1918. 


In  re  Suspension  of  Rates  of  BirTLKB-RicH  Hjll  Tkij!- 
PHONE  Company,  Bitler,  Missoitri. 
Case  No.  1498. 
Decided  October  29,  1918. 
Effoctire  Date  of  Incieued  Schedule  of  Rates  Fnither  Postponod  for 
Failuis  to  Fnlly  Comply  witb  Oonunission's  Order  to  Remedy  Defects 
and    Insnfflciencies    of    Service  —  Intra-Oonnt;   Toll    Rates,    and 
EUmlnation  of  Free  Inteiexcliaiige  UesBages  Oaiuitig.Poor  Service, 
Aatlioriaed  to  go  into  Immediate  Effect  —  Toll  Kates  Proposed 
beinc  Uenal  Bates  for  Intra-Oonntf  Hessases   Considered 
Reasonable  —  Lack  of  Notice  to  Oitjr  which  was  Repre- 
sented at  Previous  HearinKs  DiBresarded  ~  Ezclnsion  of 
Certain   Exchanges   from   Application   of   New   Toll 
Bates  Considered  DiscrimlnatoiT. 

St'PPLRMENTAL  REPORT. 

The  order*  of  tlie  Commission  entered  in  this  case  on 
July  26,  1918,  contained  a  finding  that  the  rates,  rules  and 
regulations  provided  for  in  the  sehedide  of  the  Butler-Rich 
Hill  Telephone  Company,  being  its  P.  S.  C.  Mo.  No.  2, 
filed  March  12,  1918,  were  reasonable  and  just 

Said  order  also  contained  a  finding  that  the  service  by 
tiie  applicant  company  at  its  exchange  at  Butler  was  insuf- 
ficient, (a)  in  that  said  company  was  not  furnishing  proper 
or  sufficient  supervision  of  its  switchboard  at  Butler,  and 
(b)  that  the  outside  plant  at  Butler  was  poorly  maintained 
in  certain  specified  particulars. 

The  order  directed  the  applicant  company  to  remedy  such 
defects  and  insufliciencies  and  furnish  satisfactory  proof 
thereof  to  the  Commission  on  or  before  September  1,  1918. 
whereupon  the  suspension  of  increased  rate  schedules  was 
to  be  vacated  by  supplemental  order  of  the  Commission. 


*  See  Commission  Leaflet  No.  81,  p.  930. 
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()n  Aiipist  21, 1918,  the  Commission  was  advised  by  coni- 
iminication  from  Mr.  F.  M.  Campbell,  ownor  of  the  plant  of 
the  applicant  company,  that  tlie  impiovenients  in  the  plant 
and  service  bad  not  then  been  completc^d,  and  on  August 
28,  1918,  the  Commission  advised  him.  by  letter  that  until 
the  work  of  improvement  was  completed  and  an  inspection 
made  by  the  Commissioii,  the  pro[X>sed  new  rates  would  not 
be  permitted  to  become  eft'ective.  In  subsequent  communi- 
cations to  the  Commission,  tlie  applicant  company  stated 
that  extensive  improvements  had  been  made,  and  the  defects 
in  service  remedied.  However,  the  mayor  and  city  attor- 
ney of  Butler,  and  the  attorney  for  certain  of  the  rural 
subscribers,  ad\'ised  the  Commission  that  although  such 
reconstruction  work  had  l:x(eii  done,  no  improvement  had 
resulted  in  the  service.  Under  these  conditions,  the  Com- 
mission deemed  it  necessary  that  a  supplemental  hearing 
be  held  to  determine  whether  or  not  the  specified  improve- 
ments had  been  made  as  ordered.  Accordingly,  an  order 
was  issued  by  the  Commission  on  October  17,  1918,  direct- 
ing a  special  examiner  for  the  Connnission  to  hold  a  hear- 
ing at  Butler  on  October  24,  1918,  and  due  notice  thereof 
was  given  all  parties.  A  hearing  was  held  at  the  date  and 
place  mentioned,  and  the  applicant  company  appe.ared  and 
submitted  testimony  in  support  of  its  contention  that  the 
service  requirements  of  the  Commission  had  been  met 
The  city  and  rural  subscribers  were  represented  by  counsel 
and  offered  testimony  to  tlie  effect  that  the  service  was  in 
no  wise  improved.  Testimony,  statr-inents  and  admissions 
of  counsel,  affecting  other  and  incidental  issues,  were 
offered,  and  are  hereafter  referred  to. 

Skrviob  Improvemekts. 
(a).  An  itemized  statement  was  offered  in  evidence  by 
the  applicant  company  (company's  Exhibit  L),  sho'ft'ing  the 
cost  of  material  used  in  extensive  reconstruction  work 
since  the  original  order*  of  the  Commission  herein,  and 
labor  costs  incurred  in  snch  reconstruction. 


*  S«e  Conimission  Leaflet  No.  81,  p.  930. 
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The  stunmary  of  this  statement  shows  a  total  expendi- 
ture for  material,  poles,  lahor,  delivery,  travelinjsc  expenses 
and  board  of  men  in  the  amount  ol:'  $4,335.95.  Strenuous 
objection  was  offered  by  attorney  for  the  citj-  and  rural 
subscribers  to  the  consideration  by  the  Commission  of  Uie 
whole  of  this  amount  as  expenditures  for  improvements, 
as  ordered,  on  the  ground  that  certain. of  the  items  therein 
were  expenditures  usually  and  regularly  incurred  for  main- 
tenance. The  testimony  of  Mr.  Campbell  indicated  that 
Ihis  was  true  as  to  minor  portipnsi  of  the  items  of  labor, 
delivery  and  traveling  expenses.  The.  applicant  company 
thereupon  offered  in  evidence  th«  original  invoices  of  the 
supply  companies  furnishing  the  material.  In  view  of  the 
conclusions  hereinafter  stated,  it  has  not  been  necessary  to 
check  and  analyze  each  of  the  items  of  material  as  shown 
by  the  invoices,  to  determine  whether  they  cover  usual 
maintenance  work  or  new  construction  work. 

It  was  conclusively  shown  that  the  owner  of  the  system 
has  entered  upon  an  extensive  program  of  reconstruction 
and  replacement  worH  at  Butler,  the  cost  of  which  has 
exceeded  the  maxinmm  expenditures  stated  to  be  necessary 
in  the  original  report"  of  the  Commission,  $3,000.  How- 
ever, the  character  of  this  construction  work  does  not  meet 
the  direction  of  the  Commission.  From  the  testimony  it 
appears  that  the  improvements  made  principally  consist  of 
the  installation  of  approximately  4,700  feet  of  new  25-  and 
50-pair  lead  cable,  replacing  a  number  of  defective  open 
wire  lines.  These  improvements,  though  shown  to  be 
highly  desirable  as  part  of  the  plan  of  permanent  better- 
ment, affect  only  a  portion  of  the  outside  plant. 

The  order*  of  the  Commission  of  July  26,  1918,  found 
that  the  outside  plant  was  poorly  maintained  in  that 

"  la  varions  places  cables  are  not  securely  attached  to  their  messei^er 
wins;  tbat  many  open  wires  are  alack;  that  cross-arms  are  out  of  line; 
that  knobs  are  placed  on  the  under  side  of  cross-amis  instead  of  on 

*  See  Conuniaaion  Leaflet  No.  81,  p.  930. 
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pins  u]Km  sufficient  cross-anns;  that  many  poles  are  out  of  line;  thdt 
s^d  open  wires  in  many  plaoes  are  in  actual  contact  with  trees  and 
other  objects,  causing  opportunity  for  grounding  of  the  electrical  current," 

and  specifically  required  the  correction  of  these  defects. 

From  the  evidence  introduced  at  the  recent  heavinjr,  we 
must  conclude  that  the  above-mentioned  defects  in  the  plant 
have  been  remedied  only  in  that  poi-tion  of  the  plant  which 
has  been  replaced  with  new  cable  installation. 

Mr.  Campbell  and  the  employees  who  M'ere  engaged  in 
reconstruction  wbrk,  admitted  that  many  open  wires  were 
still  slack;  that  cross-arms  and  poles  were  out  of  line; 
that  open  wire  contacts  with  trees  and  other  objects  had 
not  been  entirety  eliminated.  Mr.  Campbell  stated  that  in 
the  southeast  part  of  the  town  no  repairs  had  yet  be"n 
made. 

(b).  Mr.  Campbell  testified  that  in  an  effort  to  comply 
with  the  order  of  the  Commission,  one  of  the  regular  opera- 
tors had  been  instructed  in  the  duties  of  supervisor  of 
switchboard  oj)eration,  and  worked  in  that  capacity;  that 
better  and  more  sjstematic  attention  to  their  duties  had 
been  required  of  the  operators.  He  stated  that  the  derange- 
ment of  the  system  by.  reason  of  tlie  reconstruction  work, 
the  loss  of  trained  operators  who  found  more  profitable 
employment  elsewhere,  the  necessity  of  using  untrained 
operators  to  take  their  places,  and  the  illness  of  four  of 
the  operators,  were  causes  contributing  to  insufficient  and 
inadequate  ser\'ice  which  were  beyond  his  control. 

It  appears  that  more  rigid  supervision  and  systematic 
training  of  the  switchboard  operators  will  aid  much  in 
correcting  present  inefficient  service  conditions. 

The  "  proper  and  sufficient  "  supervision  of  the  switch- 
board operation,  required  by  Paragraph  2  of  the  order* 
of  July  2fi,  1918,  has  not  yet  been  accomplished. 

A  large  imniber  of  witnesses  testified  on  behalf  of  the 
city  that  the  .service  was  in  no  wise  improved  since  the 
former  hearing.     These  witnesses,  citizens  of  the  hichest 
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icputability,  dt'scribed  in  detail  particular  incidents  ri  the 
use  ol'  the  telephone  showing  inaflequacy.  inconvenienc*^, 
and  delay  in  the  service.  The  most  common  complaints 
were  inability  lo  attract  the  attention  of  the  operator  when 
originating  a  call,  and  failure  to  secure  disconnection  after 
finishing  a  call.  The  testimony  of  Mr.  Campbell  and  his 
employees  *  showed  that  inadequacy  of  service  in  this 
respect  was  most  probabh'  caused  by  inattention  of 
operators. 

Certain  of  the  citizens  tt'stified  in  iteneral  terms  of  "  had 
senice  ";  the  greater  niunber  related  with  minuteness 
jiarticular  exjMMiences  and  difficulties  in  the  use  of  the 
telephone.  It  was  Kho^^^l  that  these  incidents  were  so  com- 
mon and  usual  as  to  largely  curtail  thf  use  of  the  telephone 
for  intercommunication  between  the  offices  and  bijsiness 
houses  located  on  the  pul)lic  square.  It  did  not  appear 
that  the  complaints  as  to  the  inadequacy  of  the  service 
were  pressed  merely  for  the  purpose  of  staying  the  pro- 
posed rate  increase,  as  a  number  of  the  witnesses  stated 
that  they  would  cheerfully  pay  higher  rates  if  the  service 
was  materially  improved. 

Toll  Hates. 
The  Conmiisiiion  has  heretofore  determined  that  the 
practice  of  the  applicant  company  in  rendering  service  to 
practically  all  telephone  users  in  Bates  County  without 
cliarge  except  to  its  own  jjatrons,  was  largely  responsible 
for  the  impaired  service  now  furnished  at  Butler.  Para- 
graph 5  of  the  order'  of  July  26, 1918,  directed  the  applicant  - 
company  to  file  rates  for  toll  messages  between  its  Butler 
exchange  and  other  telephone  exchanges  in  Bates  County 
not  now  owned  or  operated  by  it.  On  August  16,  1918, 
the  applicant  company,  the  Austin-Inland  Telephone  Com- 
paiu,  and  the  Foster  Telephone  Company  jointly  filed  a 
schedule  of  toll  rates  for  service  between  points  in  Bates 
I'ounty,     This  schedule  names  10-  and  lo-cent  charges  for 
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three-minute  messages,  the  15-cent  rate  applying  to  the 
messages  between  points  separated  by  greatest  distftnce. 

The  evidence  introduced  at  the  supplemental  hearing 
and  service  conditions  shown  to  obtain  at  present,  strengthen 
our  conviction  that  the  real  cause  of  the  trouble  in  the 
telephone  service  at  Butler  is. the  rendering  of  an  unusual 
amount  of  free  service.  Toll  rates  will  reduce  unnecessarj- 
calls,  and  a  10-  or  15-cent  charge  cannot  materially  curtail 
or  hamper  business  calls  or  calls  of  any  kind  important 
enough  to  warrant  the  use  of  through  lines  between 
exchanges. 

The  toll  rates  proposed  are  reasonable  for  the  service 
rendered.  They  are  the  usual  rates  for  intra-county  mes- 
sages between  exchanges  separately  owned.  The  attorney 
for  the  rural  sxibscribers  dictated  into  the  record  the  fol- 
lowing statement: 

"  The  subscribers  to  the  Rural  Telephone  Association  of  Bal*s 
County,  so  far  as  the  toll'  schednle  proposed  by  Mr.  Campbell,  will 
be  satisfied  providing  tbey  are  given,  in  addition  to  «hat  is  offered 
in  the  schedule,  service  to  Adrain  and  Virginia  and  will  interpose  i» 
further  objection  to  the  toll  rates,  reserving  the  right  to  aak  for 
adequate  service  throughout  the  system  for  the  $4.00  per  annum,  per 
'phone,  that  they  pay  to  Mr.   Campbell." 

This  attitude  is  commendably  fair.  However,  if  excep- 
tion were  made  as  to  the  Virginia  and  Adrain  exchanges 
in  the  application  of  the  local  toll  rates,  charges  of  dis- 
crimination would  probably  follow.  If  free  service  is  ren- 
dered to  Virginia  and  Adrain  no  adequate  reason  can  be 
advanced  why  it  should  not  be  extended  without  discrimina- 
tion to  the  other  points.  If  the  rural  Subscribers  are  per- 
mitted this  exception  to  tlie  application  of  toll  charges,  a 
similar  privilege  should  lie  granted  the  city  subscribers. 
This  might  partially  defeat  the  accomplishment  of  tiie 
desired  purpose,  the  elimination  of  an  excessive  number  of 
free  calls. 

The  schedule  of  toll  charges  for  message  service  between 
the  points  named  should  be  permitted  to  become  effective 
as  filed.     The  objection  of  the  city  of  Butler  that  such 
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rates  should  not  become  effective  because  the  city  has  not 
had  adequate  notice,  is  without  merit.  A  15-cent  local  toll 
rate  was  included  in  the  toll  schedule  filed  by  the  applicant 
company  on  March  12,  1918.  The  question  has  arisen  at 
each  of  the  hearings,  and  the  city  was  represented  in  each. 

In  Conclusion. 

The  proposed  rates  and  charges  of  the  applicant  com- 
pany, applying  to  service  rendered  at  Butler,  should  remain 
suspended  until  the  spetnfied  improvements  required  in 
the  order"  of  July  26,  1918,  are  made,  and  \mtil  the  service 
is  adequate  and  sufficient. 

The  schedule  providing  local  toll  rates  should  be  per- 
mitted to  become  immediately  effective,  in  order  that  the 
elimination  of  free  service  may  aid  in  the  establishment  of 
adequate  service  at  Butlei-. 

Further  investigation  of  service  conditions  at  Butler  by 
the  Commission  should  be  deferred  until  December  1,  1918. 

An  order  carrying  into  effect  these  conclusions  will  be 
issued. 

Supple MENTAi^  Orde«  No.  3. 

On  October  24,  1918,  a  supplemental  hearing  was  held 
before  a  special  examiner  for  the  Commission  to  determine 
vhether  the  Butlei'-Eich  Hill  Telephone  Company  had 
fully  complied  with  the  provisions  of  the  order"  of  the 
Commission  of  July  26,  1918,  and  had  remedied  the  defects 
and  insufficiencies  specified  in  Paragraph  2  of  said  order," 
and  the  case  was  submitted  on  evidence  adduced  and  oral 
arguments  of  counsel. 

After  consideration  of  such  evidence  and  arguments  and 
the  Conmiission  having  this  day  made  and  filed  its  supple- 
mental rejwrt  I'ontaining  its  findings  and  conclusions  there- 
on, which  report  is  hereafter  referred  to  and  made  a  part 
hereof,  and  after  due  deliberation. 

It  is  ordered,  1.  That  the  Conmiigsion  finds  that  the 
Butler-Bich  Hill  Telephone  Company  has  not  remedied 
the  defects  and  insufficiencies  in  the  service  now  and  here- 
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tofore  rendered  at  its  exchange  in  Butler,  Missouri,   in 
the  particular  manner  and  to  the  extent  required  in  Para- 
graphs 2  and  o  of  the  order*  entered  herein  on  July  26, 
1918. 

Ordered,  2.  That  the  rates,  rules  and  regulations  pro- 
vided for  in  the  schedule  of  said  Butler-Rich  Hill  Telephone 
Company,  being  its  P.  S.  C.  No.  2,  filed  March  12,  1918, 
with  requested  date  for  April  1,  1916,  cancelling  Original 
P.  S.  C.  Mo.  No.  1  and  Supplement  No.  1  thereto,  shall 
remain  suspended  and  inoperative  until  full  performance 
of  the  conditions  imposed  in  Paragraphs  2  and  3  of  the 
aforesaid  order*. 

Ordered,  3.  That  the  toll  rates  and  charges  bet^^•een 
points  in  Bates  County,  contained  in  the  schedule  filed  by 
the  Butler-Rio!)  Hill  Telephone  Company  with  the  Commis- 
sion on  August  10,  1918,  providing  10-  and  15-cent  rates 
for  three-minute  messages,  and  5  cents  for  each  additional 
two  minutes  or  fraction  thereof,' are  reasonable  and  just, 
and  that  said  rates  be  jiermitted  to  be  charged  as  masinium 
rates  on  and  after  October  1,  1918,t  provided,  however, 
that  .said  toll  rates  and  charges  shall  not  apply  to  the  inter- 
change of  messages  by  subscribers  of  the  Butler-Rich  Hill 
Telephone  Company  over  any  part  of  the  lines  in  Bates 
County  owned  or  operated  by  said  telephone  company. 

And,  provided  further,  that  the  said  toll  rates  aud 
charges  shall  not  apply  for  service  over  the  lines  of  the 
Austin-Inland  Telephone  (Company  and  the  Foster  Tele- 
phone Company  except  between  the  points  on  the  lines  of 
said  companies  and  the  points  on  the  lines  of  the  Butler- 
Rich  Hill  Telephone  Company.  Additional  schedules  for 
toll  niessagi'  service  in  Bates  County  not  covered  by  the 
schedule  herein  approved,  may  he  filed  for  the  further  con- 
sideration and  approval  of  the  Commission. 

•  Sw  Commission  Lonflft  No.  81,  p.  930. 
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Ordered,  4.  That  further  .investiKatinn  of  the  correction 
of  servicp  defects  and  iiisiillicieiieies,  specified  in  the  order* 
of  July  26,  1918,  will  be  conducted  by  the  Commission  on 
or  after  December  1,  1918,  in  such  oimnner  as  may  by  it 
be  deemed  proper. 

Ordered,  T).  That  this  order  shall  be  in  full  force  and 
effect  on  and  after  November  1,  191R. 

Ordered,  6.  That  the  secretary  of  the  Commission  shall 
forthwith  serve  a  certified  copy  of  the  supplemental  report 
and  order  in  this  case  upon  said  Butler-Rich  Hill  Telephone 
Company,  and  upon  P.  .).  Smith,  city  attorney,  Butler, 
Missouri,  and  upon  H.  O.  Maxey,  attorney  for  the  Rural 
Telephone  Company,  [and]  on  or  before  the  effective  date 
of  this  order,  [they]  shall  notify  the  Commission,  in  the 
manner  provided  for  by  Section  25  of  the  Public  Service 
Commission  Law,  whether  the  terms  of  this  order  are 
accepted  and  will  be  obeyed. 

October  29,  1918. 


In  re  Suspension  of  Kates  of  Bui'1-u.m  Telephone  Com- 
pany   FOR   IT^    EVCHASGE    AT    BoWLING    GrEEN. 

Case  No.  1592. 

Decided  November  9,  1918. 

Inciuoa  in  BatM  Effective  for  One  Tear,  Wu  Conditions  OoBstdered, 
Authorized  —  6  Fer  Cent.  Fixed  aa  Reserve  for  Depredation 
—  7  Per  Cent.  Fixed  u  Kate  of  Betnm  —  9.4  Per  Cent, 
for  Beserve  for  DepTaciatlon  Disallowed. 
Applicant  filed  a  schedule  of  increased  rates  for  exchange  and  rural 
line  senriee  to  be  effective  at  its  exchai^e  at  Bowling  Green.     What- 
ever incraase  in  revenoe  would  be  derived  by  the  new  schedule  would 
be   received    almost    entirely    from    the    50    per    cent,    increase    of    the 
individual  business  rate,  as  the  proposed  increase  upon  int<TConimuni- 
(iitii^  and  private  brnneli  exchange  trunks  would  only  be  applicable  to 
one  user  of  each.    No  inventorj-  was  made  by  the  Comrtiission'a  engineer, 
bat  a  eoroparison  of  the  cost  units  used   in  the  company's  appraisal 
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with  that  made  by  the  CommiBsion'a  engineer  on  plants  of  Eauilar 
(■harai^teT  where  pre-war  prices  were  used  showed  on  the  outside  con- 
struction that  the  coat  units  were  from  20  per  cent,  to  25  per  cent 
higher.  The  company  in  making  its  inventory  nsed  present  day  prices 
for  materials  used,  and  pre-war  prices  for  tabor  costs,  stating  the  cost 
of  the  plant  to.  be  $39,422,  or  $110  per  station.  The  revenue  for 
1917  was  ¥9,198.97.  The  expenses  for  the  same  year  were  $5,424.42. 
The  proposed  rates  will  give  an  increase  of  $639,  giving  the  company 
$4,413.55  as  a  reserve  for  depreciation  and  return  on  the  investment 

Held;  That  the  increase  in  rates,  effective  for  one  jear,  should  be 
allowed,  as  applicant  did  not  make  any  allowance  for  increased  prices 
of  material  and  labor  for  1918,  and  it  was  common  knowledge  that  an 
increase  in  prices  had  taken  place  sinc«  December,  1917.  As  tie 
applicant  should  be  permitted  to  cam  6  per  cent.  f('r  reserve  for 
depreciation,  and  not  less  than  7  per  cent,  as  a  rate  of  return  on 
the  investment,  the  net  return  of  $4,413.55,  which  was  not  inclasive  of 
extra  operating  costs  for  1918,  would  only  suffice  for  a  legal  rate 
upon  an  investment  below  that  claimed  by  the  applicant; 

That  $39,422  as  the  valne  of  the  plant  was  considered  an  abnonnal 
amount  for  an  e-tchange  of  this  character,  particularly  when  no  real 
estate  was  owned.  The  Commission  would  only  attempt  to  reach 
a  reasonable  tentative  value  upon  which  applicant  was  entitled  to  a 
reserve  for  depreciation  and  a  reasonable  return,  as  it  was  inexpedient 
to  await  final  action  by  its  engineering  and  accounting  departments 
before  granting  some  measure  of  temporary  relief,  since  these  strenn- 
ous  times  in  the  world's  history  have  been  reflected  in  the  operating 
expenses  of  public  utilities  by  abnormal  increases,  and  these  withont 
fault  on  the  part  of  the  utilities; 

That  9.4  per  cent.,  as  asked  for  a  reserve  for  depreciation  by 
applicant,  was  higher  than  had  been  allowed  by  the  Coranussion  in 
cases  of  this  character,  and  it  should  be  peremptorily  denied  as  being 
per  ae  exorbitant; 

That  $348  for  working  capital  was  considered  low,  but  was  accounted 
for  by  the  fact  that  service  was  paid  for  in  advance. 

Report. 
On  April  26,  191S,  the  Buffimi  Telephone  Company  filed 
its  First  Revised  Sheet  No.  1  to  P.  S.  C.  Mo.  No.  1.  effec- 
tive June  1,  1918,  cancelling  the  Original  Sheet  No.  1,  to 
P.  S.  C.  Mo.  No.  I,  containing  rates  and  terms  of  service 
for  exchange  and  rural  line  service  as  furnished  by  the 
exchange  belonging  to  that  company  located   hi  BowlinfT 
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Green,  MisBouri,  the  same  containing  increases  in  rates  as 
follows : 

Buainess:  Per  Month 

Individaal   Une ' $2  00  to  $2  50 

Desk  telephone,,  ftdditioaal  25 

Intereommunicating  trupks 400to    500 

Private  branch  exchange  trunks 3  00  to    3  75 

Per  Month 
Two  new  rates  added  as  follows: 

Mnlti'party  bosinesa  rate  $1  50 

Multi-party  residence  rate 1  50 

They  also  filed  several  exhibits  showing  revenues,  ex- 
penses, valuation  of  the  plant,  method  of  arriving  at  the 
present  value,  amount  of  proposed  increase  in  revenue,  rate 
of  return  and  copies  of  notice  of  proposed  increase  in  rates 
as  published  in  the  local  newspapers,  as  well  as  explana- 
tory pamphlets  setting  forth  the  increases  asked  for  and  the 
reason  for  such  petition.  Whatever  increase  in  revenue 
that  may  ^  derived  by  the  proposed  new  schedule  of  appli- 
cant is  applicable  almost  in  its  entirety  to  the  50  per  cent, 
increase  upon  the  indiWdual  business  patrons.  AVhile  the 
proposed  schedule  sthows  increase  upon  Intercommunicating 
and  private  branch  exchange  trunks,  yet,  the  consumers' 
data  as  furnished  by  applicant  shows  only  one  user  of  each 
of  these  classes  ef  seryice,  and,  therefore,  the  additional 
available  revenue  from  these  classes  of  patrons  is  of  a 
negligible  consequence. 

No  protest  was  received  by  the  Commission  from  the 
subscribers  or  public  with  reference  to  the  increase.  (>n 
May  38,  1918,  the  Commission  on  its  own  initiative  sus- 
pended the  date  of  the  proposed  increase  for  one  hundred 
and  twenty  days  from  June  1,  1918,  to  and  including  Sep- 
tember 28, 1918,  and  ordered  a  public  hearing  to  be  held  for 
the  purpose  of  investigating  as  to  the  reasonableness  of  the 
increase  asked,  and  on  September  26,  1918,  a  second  sus- 
pension in  the  date  of  the  proposed  increase  was  ordered 
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for  a  period  of  six  months  from  September  28,  1916,  to  and 
including  March  28, 1919. 

A  public  hearing  was  accordingly  held  in  Louisiana,  Mis- 
souri, on  October  8,  1918,  before  a  member  of  the  Commis- 
sion. No  person  or  persons  appeared  to  protest  against 
the  granting  of  the  increase  or  as  to  the  quality  of  the 
service  furnished.  The  petitioner  introduced  evidence  and 
exhibits  to  prove  the  justice  of  the  increase  as  asked. 

Bowling  Green  has  a  population  of  1,585,  according  to 
the  United  States  census  of  1910.  No  inventory  has  been 
made  by  the  engineer  for  ■  the  Commission,  but  a  com- 
parison of  the  cost  units  used  in  this  appraisal  wdth  that 
made  by  the  Commission's  engineer  on  plants  of  similar 
character  where  pre-war  prices  were  nsed  shoM's  that  on 
the  outside  construction,  such  as  poles,  cross-arms,  cable, 
aerial  wire,  etc.,  the  cost  units  are  from  20  to  25  per  cent, 
higher  than  was  allowed.  There  are  about  350  telephones 
within  the  city  limits,  showing  a  development  of  about  21 
per  cent.,  which  is  considerably  above  the  average. for  towns 
of  this  size. 

The  evidence  shows  that  in  ltM)8  the  out-of-door  plant 
was  practically  destroyed  by  a  severe  sleet  storm,  and  when 
rebuilt  considerable  aerial  cable  was  used  for  a  town  of  that 
size.  The  central  office  equipment  consists  of  a  Western 
Electric  magneto  No,  105  switchboard  of  4-150  line  posi- 
tions with  frames,  racks  and  protective  apparatus  usually 
found  in  an  exchange  of  this  size.  In  making  the  inventory, 
present  day  prices  were  used  by  the  witnesses  for  the 
materials  used,  but  pre-war  prices  were  used  for  labor 
costs.  The  price  as  fixed,  $39,422,  is  high,  Iwing  $110  per 
station,  an  abnormal  amount  for  an  exchange  of  this 
character,  particularly  when  no  real  estate  is  owned.  The 
rate  asked  for  reserve  for  depreciation,  9.4  per  cent.,  is 
higher  than  has  Iwen  allowed  by  this  Commission  in  case? 
of  this  character,  and  if  being  viewed  by  the  Commission 
as  being  per  se  exorbitant,  it  will,  therefore,  be  peremptorily 
denied.    The  amount  $348  for  working  capital  is  low,  but 
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is  accounted  for  by  the  fact  that  the  serviee  is  paid  for  in 
advance. 

Aecordinj5  to  the  record  the  total  receipts  for  1917  from 
the  700  patrons  is  $9,19S.97.  The  increase  as  asked  for 
would  be,  per  annum,  $639,  the  total  revenne  at  proposed 
rates  being  $9,837.97.  The  expenses  for  the  year  1917  were 
$5,424.42,  leaving  a  return  foi*  the  year  for  reeetve  for 
depreciation  and  return  on  the  investment  of  $4,41'3'55- 

It  should  be  made  plain  that  the  above  conclusions  inci- 
dent to  operating  expenses  do  not  make- any  allowance  for 
increased  prices  of  material  and  labor'  covering  the  ten 
months  of  the  year  191S.  It  "is  common  knowledge  with  the 
Commission  that  an  ascendency  of  prices  has  taken  place 
since  December  31,  19,17. 

We  wish  to  be  plainly  understood  in  this' ease  that  the 
Commission  is  not  finding  a  fixed  value  upon  applicant's 
property,  used  and  useful  at  Bowling  Green,  and  upon 
which  it  would  be  entitled  to  a  rate  for  depreciation  and 
likewise  a  reasonable  return  upon  its  investment.  The  evi- 
dence in  this  case  is  wholly  ex  parte  and  until  such  time 
as  the  Conunission  can  have  full  investigation  of  the  prop- 
erty of  applicant  made  by  the  Commission's  own  engineers 
and  accountants,  it  will  only  attempt  to  reach  a  reasonable 
tentative  value  thereof.  During  these  strenuous  times  in 
the  world's  history,  which  has  been  reflected  in  the  operate 
ing  expenses  of  our  public  utilities  by  abnormal  increases, 
and  these  without  fault  on  the  part  of  said  utilities,  the 
Commission  has  found  it  inexpedient  to  await  final  action 
by  our  engineering  and  accounting  departments  before 
granting  some  measure  of  temporary  or  emergency  relief 
that  same  may  in  a  measure  recoup  the  utility  from  losses 
occasioned  from  the  aforesaid  abnormal  increases.  How- 
ever, the '  Commission  has  in  all  such  character  of  cases  ' 
reserved  unto  itself  full,  continuing  .iurisdiction  of  the  "whole 
subject-matter  that  it  may  eventually  readjust  the  entire 
case.  The  applicant  submits  proof  of  a  depreciated  repro- 
duction new  cost  of  its  property  of  $39,422.  -  The  Conmiis- 
sion  thinks,  as  heretofort^  indicated,  that  such  a  value  is 
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excessive.  However,  if  the  applicant  should  be  permitted 
to  earn  a  6  per  cent,  depreciation  return,  and  not  less  than 
7  per  cent,  investment  retuni,  it  can  readily  be  seen  that 
the  net  return  of  $4,413it5,  which  is  not  inclusive  of  extra 
operating  costs  for  1918.  n'ill  only  suffice  for  a  legal  return 
upon  an  investment;  far  below  that  claimed  by  applicant. 

The  micertainty  of  prices  charged  for  labor  and  material 
at  present  may  materially  reduce  the  $4,413ii5  allowed  as 
return.  As  a  matter  of  fact,  increases  are  being  made,  and 
no  doubt  will  be  made  in  the  future,  until  we  win  the  war 
and  for  a  period  thereafter. 

On  this  account,  a  I'ate  as  fixed  should  be  subject  to 
revision  when  conditions  are  normal.  The  rate  asked  for 
is  found  not  unreasonable  and  is  allowed  for  a  period  of 
one  year,  effective  December  1,  IfllS. 

An  order  will  be  entered  in  conformity  with  the  views 
herein  expressed. 

Orper. 

This  case  being  at  issue  upon  the  order  of  the  Commis- 
sion suspending  the  effective  date  of  First  Revised  Sheet 
No.  1  to  P.  S.  C.  Mo.  No.  1  of  the  Buffum  Telephone  Com- 
pany of  Bowling  Green,  Missouri,  replacing  and  cancelling 
its  Original  Sheet  No.  1  to  P.  S.  C.  Mo.  No.  1,  the  same 
being  a  schedule  of  proposed  rates  to  be  charged  by  SMd 
company  for  telephone  service  at  its  exchange  at  Bowling 
Green,  Missouri,  and  full  hearing  of  the  matters  at  issue 
having  been  had  at  the  city  of  Louisiana  after  notice  to  all 
interested  parties,  and  an  investigation  of  the  reasonable- 
ness and  lawfulness  of  said  proposed  rates  having  been 
made  by  the  Commissioni  and  the  Commission  having  fully 
considered  all  the  evidence  and  being  fully  advised  in  the 
premises,  and  the  Commission  on  the  date  hereof  having 
made  and  filed;  its  report  of  its  findings  and  conclusions 
hereon,  which  said  report  is  hereby  referred  to  and  made 
a  part  hereof,  now  after  due  deliberation. 

It  is  ordered,  1.  That  the  Commission  finds  that  the 
rates  and  charges  of  the  Buffimi  Telephone  Company  at 
Bowling  Green  proposed  to  be  charged  by  it  for  telephone 


DigilizcdbyCoO^le 


In  re  Bupfum  Telephone  Co.  441 

^  85] 
ser\ict'  at  Bowling  Green  are  reasonable  and  just,  and  that 
the  order  of  the  Commission  heretofore  suspending  the 
effective  date  of  said  company's  schedule,  known  as  its 
First  Revised  Sheet  No.  1  to  P.  S.  C.  Mo.  No.  1,  repjaeing 
and  cancelling  its  Original  P.  S.  C.  Mo.  No.  1  be,  and  the 
same  is  hereby,  vacated,  and  that  said  company  be,  and 
it  is  hereby,  authorized  to  charge  and  collect  the  rates 
tlierein  specified  on  aiKl  after  the  effective  date  of  this 
order. 

Ordered,  2.  That  any  and  all  increases  in  rates  herein 
anthorized  shall  remain  in  force  and  effect  for  a  period  of 
one  year  only  from  and  after  the  effective  date  of  this 
order,  at  the  end  of  which  period  such  increase  in  rates 
shall  cease,  and  the  rates  and  charges  of  said  Buffrnn  Tele- 
phone Company  for  telephone  service  at  Bowling  Green 
shall  be  reduced  and  restored  to  the  rates  and  charges  now 
on  file  and  at  the  present  time  charged  by  it,  provided, 
however,  that  the  Commission  may  hereafter,  by  further 
order,  continue  snch  increiise  in  rates  and  charges  for 
another  and  further  period,  or  change  said  rates  and 
charges  upon  proper  sho>ving  of  the  then  existing  necessity 
therefor  by  the  company  or  by  any  interested  party. 

Ordered,  3.  That  said  Buffmn  Telephone  Company  of 
Bow^lirig  Green  be  required  to  keep  a  full  and  accurate 
account  of  the  revenues  and  expenses  of  its  exchange  at 
Bowling  Green,  and  to  file  a  full  and  complete  report 
thereof  with  this  Coniiuission  at  the  expiration  of  said 
period  of  o;ae  year,  which  report  shall  be  in  addition  to 
any  other  report  now  required  by  law. 

Ordered,  4.  That  this  order  shall  be  in  full  force  and 
eiFeet  on  and  after  December  1,  1918. 

Ordered,  5.  That  the  !?ecretary  of  the  Commission  shall 
forth'with  serve  upon  the  Buffum  Telephone  Company  of 
Bowling  Green,  Missouri,  and  upon  Hon.  A.  S.  Burleson, 
Postmaster  General,  a  certified  copy  of  this  report  and 
order,  and  that  said  Biiffum  Telephone  Company  on  or 
before  tiie  effective  date  hereof  shall  notify  the  Commis- 
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sion  in  the  manner  provitled  by  Section  25  of  the  Public 
Service  Commission  LaAv  whether  the  terms  of  this  order 
are  accepted  and  will  !»■  obeyed. 
November  9, 1918. 


In  re  Suspension  of  Raxbs  of  Southwbsteh?;  Bell  Tele- 
phone Company   fob  its  Exchange  at  Aurora. 

Case  No.  1661. 

Decided  November  36,  1918. 

Error  in  EBtimating  Oonqtany's  Inctaiie  in  Fmiou  Deddoa  Oorrectod 

—  Bates  Proposed  hj  Company  and  Dlsiesarded  by  Oomtnlaslon 

is  Pievlons  Decision  Anthorixed  —  Peiminion 

for  BaliearinK  Deniod. 

Supplemental  Report. 

On  the  iirst  day  of  October,  1918,  the  Commission  -filed 
its  report  and  entered  its  order*  herein,  in  whith  were 
stated  its  findings,  conclusions  and  orders,  with  reference 
to  the  reasonableness  of  the  proposed  schedule  of  rates 
for  telephone  service,  fihd  by  the  Sonthwestern  Bell  Tele- 
phone Company  i'or  its  Aurora  exchange. 

On  October  29,  1918,  the  telephone  company  filed  its 
motion  for  rehearing.  Among  other  allegations,  the  motion 
contains  the  following: 

"  There  is  a  mathentfttical  error  in  said  opinion,  which  is  apparent  on 
the  face  of  the  said  opinion,  and  which  eauaes  the  Commiaeion  to  And 
thp  net  parnin^s  to  he  $1,000  more  than  they  are  as  a  matter  of  fact." 

Upon  re-consideratiou  of  the  facts  in  evidence  and  of  the 
report  of  the  Commission,  it  appears  that  the  above  alle- 
gation of  error  is  well  Ki'oouded. 

The  company  has  contended  herein  that  it  should  be 
permitted  to  earn  an  annual  depreciation  allowance  of 
$4,067.70.  This  allowance  was  found  excessive  by  the  Com- 
mission, and,  in  it.i  coiuputations,  reduced  to  $1,944.08,  or 
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a  total  reduction  of  $2,123.62.  In  determining  the  com- 
pany's "  balance  net  income  "  as  shown  by  the  actual  rev- 
enue and  expense  figures  for  the  year  1917,  the  Commission 
has  erroneously  concluded  that  the  reduction  of  the  annual 
depreciation  allowance  in  the  amount  of  $2,123.62,  would 
change  the  claimed  loss  of  $1,619.90  to  an  actual  income  of 
$1,503.72.  Tt  is  obvious,  as  contended  in  the  motion  for 
rehearing,  that  sucli  a  reduction  of  the  reserve  account 
cannot  change  a  loss  of  $1,619.90  into  an  actual  income  of 
$1,503.72,  because  the  amount  of  the  loss,  $1,619.90,  plus 
the  stated  actual  income,  $1,503.72,  makes  a  total  of 
$3,123.62.  The  actual  income  used  in  calculation  should  he 
$503.72,  instead  of  $1,503.72. 

The  same  error  appears  in  the  Commission's  finding  that 
the  total  net  income,  if  the  rates  proposed  were  allowed  to 
become  eflfeetive,  would  be  $3,856.72.  The  additional  rev- 
enue from  the  proposed  rates  was  estimated  at  $2,353,  and 
this  Bimn  added  to  the  corrected  actual  income  of  $503.72, 
makes  the  total  net  income  under  the  proposed  rates, 
$2,856.72,  instead  of  $3,856.72. 

The  Commission  has  determ_ined  that  the  company  should 
be  permitted  to  increase  its  rates  to  an  extent  necessary 
to  produce  approximately  a  7.4  per  cent,  return  on  the 
public  service  investment  of  $40,377,  which  sum  has  been 
tentatively  assumed  as  the  fair  present  value  of  the  prop- 
erty. This  rate,  7.4  per  cent,  applied  to  $40,377,  requires 
the  earning  of  a  sum  slightly  in  excess  of  $2,856.72,  which 
is  the  actual  net  income  the  proposed  rates  will  produce, 
after  the  error,  above-mentioned,  has  been  corrected. 

It  follow^s  that  the  proposed  schedule  of  rates,  designated 
as  Second  Revised  Sheet  No.  I  to  P.  S.  C.  Mo.  No.  4,  filed 
by  the  company  for  its  Aurora  exchange,  sliould  be  per- 
mitted to  become  effective.  An  order  will  accordingly  issue 
f*etting  aside  so  much  of  the  order'  entered  herein  on 
October  1,  1918,  as  conflicts  with  these  conclusions,  and 
permitting  the  proposed  rates  to  become  elfective  on  and 
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after  December   1.     Other   allegations  contained  in  the 
motion  for  rehearing  ar(>  considered  to  be  without  merit, 
and  the  motion  will  be  overruled. 

SuPPLEMhNTAI,  Ordee   No.    1. 

The  Southwestern  Beii  Telephone  Company,  having  filed 
on  the  twenty-ninth  day  of  October,  1918,  its  motion  for 
rehearing  of  this  case,  and  full  investigation  of  the  matters 
and  things  therein  involved  having  been  had,  and  the  Com- 
mission having  on  the  date  hereof  made  and  filed  its  supple- 
mental report,  containing  its  findings  and  conclusions 
thereon,  which  said  report  is  hereby  referred  to  and  made 
a  part  hereof, 

It  is  ordered,  I.  That  the  order*  of  th«'  Commission  in 
this  case  entered  on  the  first  day  of  October,  1918,  be,  and 
the  same  is  hereby,  set  aside,  canceled  and  for  nau^t  held. 

Ordered,  2.  That  the  rates  and  charges  of  the  South- 
western Bel)  Telephone  Company  now  effective  for  tele- 
phone service  at  Aurora,  Missouri,  are  imreasonably  low 
and  unremunerative. 

Ordered,  3.  That  the  Southwestern  Bell  Telephone  Com- 
pany shall  be  permitted  to  refile  with  this  Commission  its 
schedule  of  rates,  known  as  Second  Revised  i^eet  No.  1 
to  P.  S.  C.  Mo.  No.  4,  effective  on  and  after  December  1, 
1918,  canceling  First  Revised  Sheet  No.  1,  to  P.  S.  C.  Mo. 
No.  4,  containing  the  following  maximum  rates  for  various 
classes  of  telephone  service: 

Per  Momth 

Bueinpss,  individual  line $3  00 

Residence,  iodividual  line 2  00 

Residence,  two-party  line  1  73 

Service  line  subscribers  50 

Ordered,  4.  TImt  any  and  all  increase  of  rates  herein 
nutboriZ"d  or  pennitted  shall  remain  in  effect  for  a  period 
of  one  year  only  from  and  after  the  effective  date  of  this 
order,  at  the  end  of  which  yearly  period  snch  increase  of 

'  See  Commission  Leaflet  No.  84,  p.  177. 
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rates  stiall,  withoujt  furtlier  order,  cease,  and  the  rates  of 
raid  company  shall  then  be  reduced  and  restored  by  said 
company  to  the  rates  now  on  file  or  charged  by  it ;  provided, 
that  the  Commispion  may  hereafter  by  further  order  con- 
tinue sm'h  increase  of  rates  for  another  or  further  period, 
or  otherwise  change  or  modify  the  rates  of  said  company. 

Ordered,  5.  That  the  said  company  be  required  to  keep 
a  full  and  accurate  account  of  the  revenues  and  expenses  of 
its  exchange  and  file  a  full  and  complete  report  thereof  with 
this  Commission  at  the  expiration  of  said  period  of  one 
year  after  the  eflFectiv's  date  of  this  order,  which  report 
shall  be  in  addition  to  any  other  reports  required  by  law ; 
and  that  the  Commission  fully  retain  jurisdiction  of  the 
parties  and  subject  -matter  of  this  cause  to  continue,  change 
or  modify  the  rates  of  said  company'  upon  the  expiration 
of  said  period  of  one  year  after  the  effective  date  of  this 
order,  or  at  any  other  tijne. 

Ordered,  6.  That  the  motion  for  rehearing,  filed  by  the 
Southwestern  Bell  Teleplione  Company  herein,  be,  and  the 
same  is  hereby,  overruled. 

Ordered,  7.  That  this  order  shall  be  in  force  and  effect 
on  December  1,  1918,  and  that  the  secretary  of  this  Com- 
mission shall  forthwith  !--frve  upon  the  parties  hereto,  also 
upon  Hon.  Albert  S.  Burleson,  Postmaster  Oeneral  of  the 
United  States  and  Director  of  Telephone  and  Telegraph 
Service,  a  certified  copy  of  this  order,  and  that  the  company 
shall  notify  this  Commission  on  or  before  December  1, 1918, 
in  manner  prescribed  in  Section  25  of  the  Public  Service. 
Commission  Law,  whether  the  terms  of  this  order  are 
accepted  and  will  be  obeyed, 

November  26,  19ia 
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NEW  YOKK. 
Public  Serrice  Oommisgion  —  Sectnid  District. 

Bbi^K    MANl'FArTUKINti   COMPANY    V.    NeW   YoRK   TELEPHONE 

Company. 
Case  No.  6580. 

Decided  November  21,  1918. 

Practice  of  Denuuding  Pasrmeat  ijt  Advance  and  Disco&tiniiuica  of 

Service  for  Non-Payment  Oonaidend  Keaaonabla  —  BofniuUng 

of  ObargM  BecaoM  of  Zntnraption  of  Sorrice,  Omuldered. 

Order. 
T}iis  complaint  was  filt  d  with  this  Commission  on  August 
31  last;  it  protests  against  payment  in  advance  for  tele- 
phone stTviee,  and  the  cutting  off  of  service  toward  the 
end  of  the  month  when  the  bill  is  not  paid;  alleges  that 
complainant  has  been  charged  for  more  calls  than  \ised  and 
protests  against  loss  ol'  service  without  discoont  in  bili 
when  tlie  company's  service  was  interrupted  throngh 
trouble  with  its  cable;  the  company  answered  alleging  its 
practice  in  calling  for  payment  in  advance  is,  reasonable, 
admitting  it  discontinued  complainant's' s.ervice  for  SQch 
non-payment,  denying  that  the  failure  of  complainant  to 
use  the  full  nmuber  of  (-alls  under  its  contract  entitles  it 
.  to  discount,  and  denying  that  complainant's  service  was 
interrupted  because  of  trouble  with  cables.  On  these  issues 
a  hearing  in  Buffalo  was  held  by  Chaimian  Hill  of  this 
Commission  on  October  26,  1918,  at  .which  those  named 
above  app<'ared.  A  fter  discussion  and  hearing  the  evidence 
of  Mr.  Beck,  representing  complainant,  it  seemed  that  the 
(•oini)Iairit  was  without  merit  except  possibly  as  to  the  inter- 
ruption of  .'lervicu  for  a  period  of  from  three  days  to  a 
week  through  the  cutting  of  the  cable,  and  the  attorney  of 
the  telephone  company  announced  its  readiness  to  refund 
446 


DigilizcdbyCoO^le 


p.  M.  Bradley  et  id.  v.  New  York  Tel.  Co.        447 
.  U  85] 

a  portio'i)  of  the  charge,  if  the  Commission  after  further 
evidence  considered  thai  this  allegation  was  proved;  com- 
plainant' was  unabh'  at  this  hearuig  to  identify  the  time 
in  question,  and  an  adjournment  of  one  week  was  granted 
him  for  this  purpose;  at  the  adjourned  day  complainant 
failed  to  appear  and  has  not  since  offered  to  snpply  this 
proof. 

After  consideration  of  this  record  the  Commission  is 
of  the  opinion  that  the  complaint  is  without  merit  and, 

It  is,  therefore,  ordered;  That  this  complaint  is  hereby 
dismissed. 

November  21, 1918. 


F.  M.  Bradley  and  West  Somerset  Cold  Storage  Com- 
PASY,  Inoorporated  1".  Nf.w  York  Telephone  Company. 

Case  No.  4147. 

■  Decided  November  26,  1918. 

Iiier««M  ia  BnsuwM  aa^  Beddenoa  Foni-Party  Line  B»tw  to  Accord 
Whh  BMm  Ii]sewh«»  undef  Similar  Couditioiui,  Anthoi^zad. 

Order. 
This  Commission  having  heretofore  and  on  the  fifteenth 
day  of  July,  1915,  made  its  order*  wherein  and  whereby 
among  other  things  the  New  York  Telephone  Company  was 
directed  on  or  Iwfore  the  fifteenth  day  of  August,  1915,  to 
establish  its  four-party  line  telephone  service  at  its 
exchange  in  the  village  of  Barker,  Niagara  County,  Ne^s' 
York,  at  and  fitr  the  base  rate  charge  of  $21.00  for  a  tele- 
phone at  a  buiiiness  place  and  $15.00  for  a  residence  tele- 
phone, and  said  New  York  Telephone  Company  having 
applied  to  this  Commission  for  a  modification  of  said  order* 
so  as  to  permit  it  to  charge  $24.00  for  a  four-party  line 
telephone  and  $18.00  for  a  residence  telephone,  and  said 
application  having  come  on  to  be  heard  l)efore  Comniis- 


*  S«e  Commisaion  Lraflct  No.  45,  p.  975. 


DigmzcdbyGoO^Ie 


448    New  York  Public  Seev.  Commission — Second  Dist. 

[N.  Y 
sioner  Barhite  at  the  office  of  the  Commission  in  the  cit\ 
of  Buffalo,  New  York,  on  the  fifteenth  day  of  November, 
1918,  and  duo  proof  of  due  notice  of  said  hearing  upon 
E.  V.  Marye,  Ksquire,  general  attorney  of  the  New  York 
Telephone  Company;  upon  Mrs.  Grace  Bereau,  Barker, 
Niagara  County,  New  York ;  C.  W.  Little,  Esquire,  Buffalo, 
New  York;  C.  L.  Fox,  Esquire,  Barker,  Niagara  County, 
New  York;  Harry  Chandler,  Esquire,  NeM'fane,  Niagara 
County,  New  York;  C.  F.  Eees,  Esquire,  Lockport,  New- 
York  ;  F.  H.  Ferguson,  Esquire,  Appleton,  Niagara  Couutj", 
New  York;  Charles  Carbott,  Esquire,  Barker,  Niagara 
County,  New  York;  F.  M.  Bradley,  Esquire,  Barker, 
Niagara  County,  New  York;  Dr.  William  Q.  Sprague, 
Barker,  Niagara  County,  New  York;  Jay  L.  Dickinson. 
Barker,  Niagara  County,  New  York;  Fred  A.  Fraser, 
Esquire,  Barkei-,  Niagara  County,  New  York;  and  the  vil- 
lage president.  Barker,  Niagara  County,  New  York,  having 
been  made  and  filed,  and 

The  New  Yoi-k  Telephone  Comxtany  ha^-ing  appeared  by 
Franklin  Briggs,  Esquire,  its  attorney,  no  one  appearing  lo 
oppose,  and  it  apptearing  to  the  Commissiou  from  the  e\n- 
dence  that  the  rates  charged  by  the  New  York  Telephone 
Company  for  four-party  line  service  at  the  village  of 
Barker,  New  York,  are  not  in  harmony  with  the  rates 
charged  for  similar  service  under  simitar  conditions  in 
other  places  in  the  State  of  New  York,  but  that  the  new 
proposed  rates  will  bring  such  service  into  harmony  with 
the  rates  charged  for  similar  service  in  other  parts  of  the 
State  of  New  York,  and  that  under  the  present  rates  the 
exchange  at  Barker,  New  York,  is  not  self-supporting, 

Ordered,  That  the  order*  made  by  this  Commission  on 
ihe  fifteenth  day  of  July,  1915,  in  the  above-entitled  pro- 
ceeding be,  and  the  same  is  hereby,  amended  so  as  to  per- 
mit, the  New  York  Telephone  Company  to  charge  at  the 
rate  of  $24.00  per  year  for  four-party  line  service  at  busi- 
ness places,  at  its  Barker,  New  York,  exchange,  and  at  the 


'  S«e  CommiBsion  Leaflet  No.  46,  p.  975. 
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rate  of  $18.00  per  year  for  fonr-party  lin(^  [residt'nee] 
service  at  the  same  exchaTigo,  and  said  pompany  is  hereby 
directed  and  permitted  to  change  its  tariff  atieordinii'ly, 
said  tariff  to  become  effective  upon  five  days'  notice  to  this 
CommisBion  and  to  the  public  and  to  contain  the  following 
notation : 

"  Established  od  five  daj^'  notice  to  the  public  and  the  Commission 
imder  order  of  the  Pablie  Service  Commission,  Second  Di<!tri<^t,  State  of 
Kew  York,  dated  November  26,  1918,  in  Ciwe  No.  4147." 

November  26. 1918. 
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OHIO. 

The  Public  Utilities  Commission. 

fii  re  Joint  Petition  of  The  Pataskala  and  Hebron  Teu- 
PHONK  Company  and  The  Pataskala  Farmers  Tels- 
PHONE  Company  fob  Consent  and  Approval  to  Sell 
AND  Pubchase  Certain  Property. 

No.  1219. 

Decided  OctobeT  24,  1918. 

Approval  of  Sale  of  Property  to  »  Compfltttor  for  mors  thu  Yslm  vt 
Propoity  Uwd  and  Uufiil  in  the  Bstv1c«  of  the  Public,  Deniad. 

Order. 

This  matter  eomine;  on  this  day  for  consideration  upon 
the  refusal,  by  The  Pataskala  Farmers  Telephone  Com- 
pany, to  accept  the  approval  of  snch  sale  of  property"  upon 
the  basis  of  the  payment  by  the  purchaser  for  :^uch  si>eoific 
items  as  may  hereafter  he  devoted  to  the  use  and  service 
of  the  public,  as  heretofore  proposed  by  the  CommissioTi, 

It  is  ordered,  That  this  petition  be,  and  hereby  it  is, 
denied. t 

Dated  at  Columbus,  Ohio,  this  twenty-fourth  day  of 
October,  1918. 


•At  PntBskaIn,  as  appears  from  the  petition. —  Ed. 

t  On  the  same  day  the  Commission  denied  the  Applie(ition  of  The  Pot- 
askala  and  Hebrnn  Telephone  Company  for  Authority  to  Issue  Sloek, 
No.  1312,  in  payment  for  the  above  property,  upon  the  (rronnd  that 
appnival  of  the  sale  )iad  been  denied  in  this  order. 

460 
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In  re  L.  W.  Dewey,  as  an  Individual,  and  as  Chairman  of 
Committee  Repbesenting  The  Clinton  Telephone 
Subscribers  at  the  Exchanges  of  Blanchesteb,  Mab- 
TiNsviu^E,  New  Vienna,  Sabina  and  Claeksville  v. 
The  Clinton  Telephone  Company. 

No.  1182. 

Decided  October  28,  1918. 

Complaint  kcainst  Establisliment  of  ToQ  Batei  in  Uen  of  Freo  Inter- 
es£liui<6  Service  Disiniased — OontrictB  with 
HnuidpBtittea  Disragudad. 
Conipliunnnt  as  an  individual,  and  as  cliairman  of  a  committee  repre- 
senting The  Clinton  Telephone  Company  eubscribers  at  the  exchanges  of 
Blanchestsr,  MartinsviUe,  New  Vienna,  Sabina  and  Clarksville,  contended 
IJnt  the  establishment  of  a  tall  rate  for  messages  between  the  aaid 
exchsnges  tyas  unjust,  alleging  that  present  rates  were  amply  sufficient 
to  meet  the  company's  expenses  and  pay  a  fair  dividend,  and  that 
respondent  eontrarted  with  each  municipality  in  writing,  guaranteeing 
to  the  mnnicipaJities  free  service  between  the  exchanges  ftnd  a  maximum 
rent  for  telephone  boxes,  which  niaximum  is  now  being  pajd  by  the 
sobaeribeni,  and  allegit^  also  that  to  limit  free  talking  to  the  radius 
of  one  exchange,  and  at  the  same  time  chai^  the  same  rent,  would  be 
d  iserimt  n  atory . " 

Obdbr. 

It  appearing  to  the  Commission  that  this  proceeding 
should  be,  hereby  it  is  dismissed. 

Dated  at  Columbus,  Ohio,  this  twenty-eighth  day  of 
October,  1918. 


"  The  above  statemi^nt  of  the  facts  and  contentions  ' 
the  pleadit^fs. —  Ed. 
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In  re  Petition  of  The  Sidney  Telephone  Company  for 
Leave  to  Issue  Certain  Common  Capital  Stock. 

No.  1534. 

Decided  October  28,  1918. 

Issna  of  Stock  to  StocUioIderB  by  Domeatic  Oorpoiation  on  Accomit 

of  Honey  Expended  foi  Improvements  Instead  of 

for  Payment  of  Dividends,  Authorized. 

Opinion  and  Order. 

The  Sidney  Telephone  Company  (a  corporation  duly 
organized  and  existing  under  the  laws  of  Ohio),  having 
heretofore  filed  ita  application  asking  the  consent  to  and 
authority  of  this  Commission  to  issue  and  distribute,  pro 
rata,  to  its  stockholdei-s  of  record  on  July  31, 1918,  common 
capital-  stock  of  the  total  par  value  of  $34,500  in  lieu  of 
certain  moneys,  not  procured  by  the  issue  of  stock,  bonds, 
notes  or  other  evidences  of  indebtedness,  expended  from 
the  treasury  ■nithin  the  five  years  preceding  October  1, 
1918,  for  the  construction  of  additions,  extensions  and 
improvements  to  its  facilities,  which  moneys  such  stock- 
holders might  otherwise  have  received,  in  dividends,  as  a 
return  upon  their  said  investment;  and  the  Commission 
having,  upon  tlie  filing  of  said  application,  deemed  the 
assignment  of  the  same  for  hearing  to  be  unnecessary,  said 
matter  came  on  this  day  for  final  consideration. 

The  Commission,  being  fully  advised  in  the  premises, 
finds: 

1.  That  within  the  five  yeare  ended  October  1,  1918,  The  Sidney  Tele- 
phone Company  actually  expended  from  its  trensniy  for  the  constmction, 
<^mjiletion,  extension  and  improvement  of  its  facilities,  the  sum  of 
$34,516.73,  none  of  which  money  wrs  procured  by  the  issue  of  stoek. 
honds,  notes  or  other  evidences  of  indebtedness;  and 

2.  TImt  the  issne  and  distribution  of  applicant's  common  capital  stork 
of  tlic  par  value  of  $34,500  ia  reasonably  required  and  necessary  for  tlic' 
reimbursement  of  npplicant'B  stockholders  for  such  moneys  which  they 
might,  otherwise,  have  received  in  dividends  as  a  return  upon  their  said 
investment. 
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and  is  satisfied  that  consent  and  authority  for  the  issue  and 
disposition  of  such  capital  stock  should  be  granted. 

It  is,  therefore,  ordered,  That  said  The  Sidney  Telephone 
Company  be,  and  hereby  it  is,  authorized  to  issue,  as  fully 
paid,  its  common  capital  stock  of  the  par  value  of  $34,500. 

/(  is  further  ordered,  That  said  capital  stock  be  dis- 
tributed pro  rata  to  applicant's  stockholders,  of  record  as 
of  July  31, 1918,  in  lieu  of  $34,500  of  the  $34,516.73  actually 
expended  from  applicant's  treasury  within  the  five  years 
ended  October  1,  1018,  for  the  construction  of  additions, 
extensions  and  improvements  to  applicant's  facilities  and 
not  procured  by  the  issue  of  stock,  bonds,  notes  or  other  evi- 
dences of  indebtedness,  which  moneys  such  stockholders 
might  otherwise  have  received,  in  dividends,  as  a  return 
niK)n  their  said  investment. 

/(  is  further  ordered,  That  the  applicant  make  verified 
report  to  this  Commission  of  the  issue  and  disposition  of 
said  capital  stock  pursuant  to  the  terms  and  conditions  of 
this  order. 

Dated  at  Columbus,  Ohio,  this  twenty-eighth  day  of 
October,  1918. 


In  re  Application  or  The  Home  Telephoke  Company  of 
Ironton  fob  Leave  to  Issue  Bonds. 


Beaded  October  28,  1918. 

Iwoe   Of   e   Par   Cent.    BontU  by   Domestic   Oorpontloa   »t   8    Par 

Oent.  Discount  to  BeimlnirH  Treasaiy  for  Honay  Ezpanded 

for    I&vroranfliLta,    AaUiorizod  —  Diaoonnt    Ordotod 

AmortiMd. 

Opinion  and  Order. 

The  Home  Telephone  Company  (a  corporation  organized 

under  the  laws  of  Ohio,  with  its  principal  place  of  business 

at  Ironton),  having  heretofore  filed  its  application  asking 
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the  consent  and  authority  of  this  Commission  to  issue  its 
first  mortgage,  6  per  cent,  gold  boitds  pf  the  principal  sum 
of  $16,000,  the  proceeds  arising  from  the  sale  thereof  to  be 
applied  toward  the  reinibarsement  of  its  treasury  for 
moneys,  not  procured  by  the  issue  of  stock,  bonds,  notes  or 
other  evidences  of  indebtedness,  expended  therefrom  for 
the  construction  of  additions;  extensions  and  improvements 
to  its  facilities,  and  the  Commission  having,  upon  the  filing 
of  said  application,  deemed  the  assignment  of  the  same  for 
hearing  to  be  unnecessary,  said  matter  came  on  this  day  for 
final  consideration. 

The  Commission,  being  fully  advised  in  the  premises, 
finds: 

1.  That  within  the  five  years  ended  June  30,  1918,  the  applicant 
actually  expended  from  its  treasury  for  the  construction,  completion, 
extension  and  improvement  of  its  facilitiea,  tlie  snm  of  $18,351.73,  none 
of  which  was  procured  by  the  issue  of  stock,  bonds,  not«s  or  other  evi- 
dences of  indebtedness; 

2.  That  the  issne  of  applicant's  said  bonds  is  reasonably  required,  and 
the  money  to  be  procured  thereby  necessary,  for  the  partial  reimburse- 
ment of  applicant's  treasury  for  said  expenditures  aforesaid,  and 

3.  That  under  the  conditions  now  obtaining  in  the  flnaneifU  markets 
and  surrounding  the  sale  of  securities,  92  per  cent,  of  the  par  value  of 
said  bonds  will  be  «  reasonable  price  for  the  sale  thereof, 

and  is  satisfied  that  consent  and  authority  for  the  issue  and 
disposition  of  said  bonds  slionid  be  granted. 

It  is,  therefore,  ordered.  That  said  The  Home  Telephone 
Company  (of  Ironton,  Ohio),  be,  and  hereby  it  is,  author- 
ized to  issue  its  first  mortgage,  6  per  cent,  gold  bonds  of 
the  principal  sura  of  $16,000,  and  that  said  bonds  be  sold  for 
the  highest  price  obtainable,  but  for  not  less  than  92  per 
cent,  of  the  par  value  thereof. 

It  is  further  ordered,  That  any  discount  arising  from  the 
sale  of  said  bonds  be  amortized  pursuant  to  the  rules  and 
regulations  heretofore  prescrilwd  by  this  Commission. 

It  is  further  ordered,  That  the  proceeds  arising  from  the 
sale  of  said  bonds  be  devoted  to  and  used  for  the  following 
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purposses  and  no  other,  to-wit :  The  partial  reimbursement 
(to  the  extent  of  such  proceeds)  of  applicant's  treasury  for 
the  sum  of  $18,351.73,  not  secured  by  the  issue  of  stock, 
bonds,  notes  or  other  evidences  of  indebtedness,  actually 
expended  therefrom  within  the  five  years  ended  June  30, 
1918,  for  the  construction,  completion,  extension  and 
improvement  of  its  faeilitiea,  as  more  fully  set  out  in  the 
detailed  statements  appended  to  and  submitted  with  said 
application,  which  hereby  are  made  parts  of  this  order  by 
reference. 

It  is  further  ordered,  That  the  applicant  make  verified 
report  to  this  Commission  of  the  issue  and  disposition  of 
said  bonds  pursuant  to  the  terms  and  conditions  of  this 
order,  and  of  the  expenditure  of  the  proceeds  thereof  as 
hereinbefore  provided. 

Dated  at  Columbus,  Ohio,  this  twenty-eighth  day  of 
October,  1918. 


In  re  Joint  Petition  of  The  Urbana  Telephone  Company 
FOB  Leave  to  Issi'e  and  Sell,  and  of  Receivers  of 
Central  Union  Telephone  Company  to  Accept  and 
PiTwiHABE,  Certain  Common  Capital  Stock  in  Said 
Company. 

No.  1539. 

Decided  October  28,  1918. 

Iflao*  of  Stock  by  Domestic  Oorporation  in  Payment  for  Plant  Furchased 

flrom  Competitor  AatboriBed  —  FnrchaM  of  other  Outstanding 

Stock  Aathorised. 

Opinion  and  Obher. 
The  Urbana  Telephone  Company  (a  corporation  duly 
organized  and  existing  under  the  laws  of  Ohio),  and  David 
B.  Forgan,  Edgar  S.  Bloom  and  Fiaiik  F.  Fowle,  the  duly 
appointed,  qualified  and  acting  Receivers  of  Central  Union 
Telephone  Company,  having  heretofore  filed  their  joint 
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application  asking,  respectively,  the  consent  and  authority 
of  this  Commission, 

1.  For  the  iesue  by  said  The  Urbana  Telephone  Company,  of  its  com- 
mon capital  stock  of  the  total  par  value  of  $60,000,  and  6  per  cent 
promissory  notes,  payable  at  periods  of  more  than  twelve  months  from 
date,  of  the  principal  sum  of  $10,000, 

(a)  $20,000,  par  value,  of  said  capital  stock,  to  be  delivered  to  the 
Receiver  of  Central  Union  Telephone  Company,  in  payment  of  the  con- 
sideration for  the  property  acquired  by  said  The  Urbana  Telephone  Com- 
pany under  authority  of  the  order'  made  and  entered  in  proceeding 
No.  1410,  and, 

(b)  The  proceeds  arising  from  the  sale  of  $30,000,  par  value,  of  said 
capital  stock  and  said  notes  to  be  used  to  pay  for  the  constmction  of 
certain  additions,  extensions  and  improvements  to  applicant's  plant  and 
facilities,  and, 

2,  For  the  acceptance  and  holding  by  said  Receivers  of  Central  Union 
Telephone  Company  of  said  $20,000,  par  value,  of  capital  stock  to  be 
issued  as  consideration  for  certain  property  heretofore  sold  by  than  to 

,  said  The  Urbana  Telephone  Company,  and  for  the  purchase  and  acquisi- 
tion by  said  Receivers  of  said  $30,000,  par  value,  of  the  common  capital 
stock  of  The  Urbana  Telephone  Company  and,  from  the  present  holders 
thereof,  of  $25,000,  par  value,  other  common  capital  stock  of  said  The 
Urbana  Telephone  Company, 

and  the  Comniission  having,  upon  tlie  filing  of  said  applira- 
tion,  deemed  the  assignment  of  the  same  for  .hearing  to  be 
unnecessary,  said  matter  came  on  this  day  for  consideration 
upon  that  part  thereof  asking  the  consent  and  authority  of 
this  Commission  to  the  issue  of  $20,000,  par  value,  of  com- 
mon capital  stock  by  said  The  Urbana  Telephone  Company, 
and  to  the  acceptance  and  holding  thereof  by  the  said  ,  , 
Receivers  of  Central  Union  Telephone  Company  and  to 
their  purchase  and  holding  of  $25,000,  par  value,  of  the 
present  outstanding  capital  stock  of  said  The  Urbana  Tele- 
phone Company. 

The  Commission,  being  fully  advised  in  the  matter,  finds: 

1,  With  respet^  to  the  application  of  The  Urbana  Telephone  Gompaoy 
to  isbue  $20,000,  par  value,  ut  its  common  capital  stock, 

(a)  That  the  property,  for  the  payment  of  the' consideration  for  which 
said  capital  stock  is  to  be  issued,  has  a  value  of  not  less  than  $20,000;  and 
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|b)  That  the  ieaue  of  said  capital  stock  Ib  reasonably  required  and 
necessary  for  th^  s^quisition  of  property  to  be  actually  used  and  nsefai 
for  the  service  and  convenience  of  the  public  In  the  prosecution  of  appli- 
cant's corporate  purposes; 

2.  With  respeet  to  thp  application  of  the  Receivers  of  Central  Union 
Telephone  Company  to  accept  and  purchase,  and  hold  certain  capital 
stocks  of  The  Urbana  Telephone  Company, 

(a)  That  the  convenience  of  the  public  will  be  promoted  by  auch 
AMinisition  of  said  capital  stock; 

(b)  That  the  service  furnished  the  public  will  be  improved  thereby, 
and 

(c)  That  the  public  will  be  furnished  adequate  service  for  a  reason- 
able and  just  rate,  rental,  toll  or  chai^  therefor, 

and  is  satisfied  that  consent  and  authority  for  the  issue  and 
disposition  of  said  $20,000,  par  value,  of  common  capital 
stock  by  The  Urbana  Telephone  Company,  and  for  the 
acceptance  and  holding  thereof,  and  for  the  purchase  and 
holding  of  $25,000,  par  value,  of  other  common  capital 
stock  of  said  The  Urbana  Telephone  Company  by  David 
B.  Forgan,  Edgar  S.  Bloom  and  Frank  F.  Fowle,  as 
Receivers  of  Central  Union  Telephone  Company,  should 
be  granted. 

It  is,  therefore,  ordered,  That  said  The  Urbana  Telephone 
Company  be,  and  hereby  it  is,  authorized  to  issue,  as  fully 
paid  and  at  par,  its  common  capita!  stock  of  the  par  value 
of  $20,000. 

/*  is  further  ordered,  That  said  capital  stock  be  delivered 
to  David  E.  Forgan,  Edgar  S.  Bloom  and  Frank  F.  Fowle, 
as  Receivers  of  Central  Union  Telephone  Company,  in  full 
and  final  payment  of  the  consideration  for  the  property, 
the  purchase  of  which  by  applicant,  and  the  sale  thereof  by 
said  Receivers  of  Central  Union  Telephone  Company,  was 
duly  authorized  by  the  order,*  made  and  entered  as  of  date 
Septemlwr  27,  1918,  in  proceeding  No.  1410,  and  for  no 
ether  purpose  whatsoever. 

It  is  further  ordered,  That  said  The  Urbana  Telephone 
Company  make  verified  report  of  the  issue  and  disposition 
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of  said  capital  stock  pursuant  to  the  terms  and  conditions 
of  this  order. 

It  is  further  ordered,  That  the  said  David  R.  Porgan, 
Edgar  S.  Bloom  and  Prank  F.  Fowle,  as  Receivers  of  Cen- 
tral Union  Telephone  Company,  be,  and  hereby  they  are, 
authorized  to  accept  and  hold  said  $20,000,  par  value,  of  the 
common  capital  stock  of  The  TJrbana  Telephone  Company. 

It  is  further  ordered.  That  the  said  David  R.  Porgaii, 
Edgar  S.  Bloom  and  Frank  F.  Fowle,  as  Receivers  of  Cen- 
tral Union  Telephone  Company,  be,  and  hereby  they  are, 
amtiiorized  to  purchase  from  the  present  holders  thereof, 
at  a  price  satisfactory  to  said  holders  and  to  said  Receivers, 
$25,000,  par  value,  of  the  present  issued  and  outstanding 
common  capital  stock  of  The  Urbana  Telephone  Company. 

It  is  further  ordered,  That  the  findings  hereinbefore  set 
forth  as  to  the  service  of  the  applicants  shall  not  be  binding 
upon  this  Commission  in  any  future  proceeding  involving 
such  service. 

It  is  further  ordered,  Tliat  as  to  all  other  matters  therein 
set  forth,  said  application  be  deferred  for  further  con- 
sideration. 

Dated  at  Columbus,  Ohio,  this  twenty-eighth  day  of 
October,  1918. 


In  re  Joint  Application  of  The  Chesapeake  and  Potomac 
Telephone  Company  of  West  Virginia  and  W.  H. 
Oeldmacher  et  al..  Trading  as  the  Lewisville  Farm- 
ers Telephone  Company. 

No.  1523. 

Decided  November  6,  1918. 
Sftle  of  PropertT  to  Competitor  Autboiiied. 

Opinion  and  Order. 

The  Cliesapeake  and  Potomac  Telephone  Company  of 

West  Virginia  (a  corporation  .organized  under  the  laws  of 
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West  Virginia  and  duly  authorized  to  prosecute  its  business 
in  the  State  of  Ohio),  and  W.  H.  Geldinactier,  Harry  A. 
Schaub,  Wni.  J.  Weber,  Jacob  M.  Feiher,  John  H.  Egger, 
John  Heft,  Fred  Koehler  and  others,  trading  as  the  Lewis- 
ville  Farmers  Telephone  Company,  having  heretofore  filed 
a  joint  application  asking  the  consent  to  and  approval  by 
this  Commission  of  the  sale,  by  said  The  Chesapeake  and 
Potomac  Telephone  Company  of  West  Virginia,  of  all  its 
property  situate  within  the  townships  of  Summit,  Franklin, 
Way  and  Seneca,  and  in  the  village  of  Lewisville,  Monroe 
County,  Ohio,  to  the  said  Ijewisville  Farmers  Telephone 
Company,  and  of  the  purchase  and  acquisition  thereof  by 
said  last  named  company ;  and  the  Commission  having,  upon 
the  filing  of  said  application,  deemed  the  assigranent 
thereof  for  hearing  to  be  unnecessary,  said  matter  came  on 
this  day  for  final  consideration. 

The  Commission,  being  fully  advised  in  the  premises, 
finds: 

1.  That  the  operations  of  the  said  Lewisville  Parmera  Telephone  Com- 
pftDv  are  purely  mutual,  and  this  Commission  has  no  jurisdiction  with 
respect  to  said  organization; 

2.  That  all  of  the'  subgcribers  of  the  selling  corporation  within  this 
territory  will  be  afforded  service  satisfactory  to  them,  upon  such  sale  of 
said  property,  and  have  expressed  their  desire  for  the  elimination  of  the 
duplicate  service,  and 

3.  That  the  said  sale  of  property  will  promote  the  public  convenience, 
and  will  furnish  the  public  adequate  service  for  a  reasonable  and  accept- 
able rate,  rental,  toll  or  charge  therefor, 

and  is  satisfied  that  consent  and  authority  for  the  sale  of 
said  property  by  The  Chesapeake  and  Potomac  Telephone 
Company  of  West  Virginia  should  be  granted. 

//  is,  therefore,  ordered.  That  The  Chesapeake  and 
Potomac  Telephone  Company  of  West  Virginia  be,  and 
hereby  it  is,  authorized  to  sell  and  convey  to  W.  H.  Geld- 
macher,  and  others,  trading  as  the  Lewisville  Farmers  Tele- 
phone Company,  all  and  singular  of  its  property  and  plant 
situate  in  Summit,  Franklin,  Way  and  Seneca  Townships, 
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and  in  the  village  of  Lewisville,  Moiirof  County,  Ohio,  as 
more  particularly  descrihod  and  pnuniprated  in  a  certain 
form  of  agreement  .appended  to  the  application  herein  as 
Exhibit  A  which,  insofar,  as  it  describes  and  enumerates 
said  property,  hereby  is  made  a  part  of  this  order  hy 
reference. 

It  is  further  ordered,  That  said  The  Chesapeake  and 
Potomac  Telephone  Company  of  West  Virginia,  forthwith 
upon  the  passing  of  title  to  said  property,  file  proper  sched- 
ules withdrawing  its  rates  for  furnishing  service  within 
the  territory  now  served  by  means  of  said  property. 

Dated  at  Columbus,  Ohio,  this  sixth  dav  of  November. 
1918. 
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Public  Service  Oommission. 

In  re  Rates,  Char<ies  and  Regulations  of  The  Pacific 
Telkphone  and  Telegraph  Company  (Investigation 
ON  Commission's  Own  Motion). 

U-F-117  — Order  No.  468. 

Decided  November  19,  1918. 

luUDitloii  uul  HoTinc  COiarses  Praseiibed  by  PoitaikStar  OfliwnJ 
H«ld  iBftltectiT*. 

Oedbb. 

It  appearing  to  the  Commission  that  on  November  4, 
1918,  there  was  filed  by  The  Pacific  Telephone  and  Tele- 
graph Company  a  schedule  of  increased  rates  and  charges 
proposed  by  said  company  to  be  imposed  upon  and  col- 
lected from  its  patrons  for  telephone  service  in  the  State 
of  Oregon  on  and  after  November  15,  1918, 

And,  it  further  appearing  from  a  communication  to  this 
Commission  from  Charles  H.  Carey,  attorney  for  The 
Pacific  Telephone  and  Telegraph  Company  that  said  rates 
so  proposed  are  not  intended  to  become  effective  otherwise 
than  because  of  the  authority  of  the  Postmaster  General 
of  the  United  States,  and  that  said  proposed  rate  schedule 
cannot  become  effective  under  or  by  virtue  of  the  State 
statute,  for  the  reason  that  no  application  has  been  made 
as  provided  by  the  Public  Utility  Act  of  the  State  of  Ore- 
Kon,  which  communication  states  as  follows: 

"  That  the  new  rates  which  were  filed  by  the  company  with  the  Public 
Service  Commission  on  the  fourth  day  of  November,  effective  as  of  date, 
November  15,  were  so  filed  under  direct  authority  of  the  Postmaster 
General  of  the  United  States  who  is  operating  the  telephone  lines.  The 
■'ompany  is  merely  the  agent  of  the  government  in  performing  thb  duty. 
It  is  not  the  intention  or  the  purpose  of  Uie  company  to  claim  that  these 
461 
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[Ort. 
rntes  become  effective  otherwise  than  becansc  of  the  ftathority  of  the 
Postmaster  General,  or  that  they  will  be  effective  after  the  end  of  govern- 
ment control,   unless  under  the  authority  of  the  Public  Service  Com- 


Based  upon  the  said  communication  and  the  PubHc 
Utility  Act, 

It  is  hereby  ordered,  That  said  schedules  filed  by  The 
Pacific  Telephone  and  Telegraph  Company  on  November 
4, 1918,  be,  and  the  same  are,  declared  of  no  force  and  effect 

//  15  further  ordered,  That  the  only  exchange  telephone 
rates  of  The  Pacific  Telephone  and  Telegraph  Company  in  • 
the  State  of  Oregon  at  the  present  time  under  and  by  virtue 
of  the  Public  Utility  Act,  are  those  shown  in  the  schedules 
on  file  with  the  Commission  prior  to  .November  4,  1918. 

Dated  at  Salem,  Oregon,  this  nineteenth  day  of  Novem- 
ber, 1918. 
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PENNSYLVANIA. 

The  Public  Service  Oontmlssion. 

In  re  Applk^ation  of  The  Bell  Tklephone  Company  of 
Pennsylvania  kor  Leave  to  File  Tariff  Increasing 
Charges  for  the  Instaixation  and  Moving  of  Tele- 
phones Conformable  to  Those  Ordered  by  Postmaster 
General  on  IjBSS  than  Thirty  Days'  Notice. 

Application  Docket  No.  2173. 

Decided  October  22,  1918. 

Ohugw  for.IiwUlUtltm  uid  Having  TelaplionM  Oonfomutbl*  to  Those 

OrdOTAd   br  ^oitmutsr  OenerAl,  Aitthorl«d  to  be  EflectlTe 

apon  One  day 'a  Notice. 

Report. 

This  is  an  application  on  the  part  of  The  Bell  Telephone 
Company  of  Pennsylvania  for  leave  to  put  into  effect  in 
less  than  the  statutory  period  an  amendment  to  its  tariff 
iiicreasiiiK  rates  for  installing  and  moving  telephones,  in 
compliance  with  the  schedule  of  such  charges  prescribed 
by  the  Postmaster  General  in  Order  No.  1931,  later  amended 
ill  Bulletin  No.  8. 

The  Commission  does  not  feel  called  upon  to  pass  upon 
the  wisdom  or  expediency  of  this  schedule  nor  to  express 
its  own  doubt  of  its  propriety  under  existing  circumstances. 
Tic  tel<  ])hoiie  company  is  now  being  operated  by  the  Fed- 
eral authorities  by  virtue  of  an  Act  of  Congregs  passed  as 
a  war  measure,  and  it  is  to  l>e  presunled  that  the  schedule  of 
charges  for  installing  and  moving  telephones  now  under 
nmsideratioii  was  pronouiioed  with  that  in  view.  For  the 
period  of  the  war  and  while  the  telephone  company  is  being 
"IKTated  under  Federal  control,  subject  to  such  complaints 
as  may  l>e  hereafter  lodged,  and  to  our  further  decisions 
and  orders  made  thereon,  permission  should  be  given.  An 
463 
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[Pens 

order  will  be  made  permitting  this  tariff  to  become  effective 
on  one  day 's  notice. 

Order, 

Now,  to-wit,  October  22, 1918, 

Leave  is  hereby  granted  to  The  Bell  Telephone  Company 
of  Pennsylvania  to  post,  publish  and  file,  effective  on  one 
day's  notice,  an  amendment  to  its  tariff,  providing  for  cer- 
tain installation  charges  prescribed  by  the  Postmaster 
Gleneral  in  Order  No.  1931,  later  amended  in  Bulletin  No.  8. 

It  is  provided,  however,  That  said  amendment  shall  not 
remain,  in  force  and  effect  for  a  longer  period  than  thp 
duration  of  the  existing  war  between  the  United  States 
Qovermnent  and  the  German  Government  and  while  the 
telephone  company  is  being  operated  under  Federal  control 
This  amendment  is  allowed  subject  to  suclj  complaints  as 
may  be  hereafter  lodged  against  it,  and  to  such  decisions 
and  orders  as  shall  be  made  by  the  Commission  thereon. 

October  22, 1918. 
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SOUTH  DAKOTA. 

Board  of  Railroad  Commissioners. 

In  ie  Appuuation  of  Jeffbbson  and  Civil  Be;nd  Telbphonb 
Company  for  Authobity  to  Increase  its  .  Rental 
Rates. 

Docket  No.  3243. 

Decided  November  18,  1918. 

lacruM  in  Rates  Anthoiind  —  7  Per  Oeat.  Fixed  u  Kate  of  Beturn  — 
Oompliaiuo  With  Law  Kecnlatinc  Prices  and  Rates  for  Switch- 
ing Service  Ordered  —  2i-honr  Service  Aathorized  — 
AUowance    for    Benrre     for    Depre«datloii 
Ordered  Hade  —  Certain  Items  Ex- 
daded  from  Operating  !!z- 
penses. 

AppUcaot  sought  authority  to  increase  its  rates  for  each  class  of  serv- 
ice, inclnding  its  switching  fees,  25  cents  per  month,  per  telephone. 
The  paid-up  outstanding  stock  ia  $4,500.  For  a  number  of  years  all  the 
surplus  earnings  were  invested  in  new  conatmction  and  no  return  was 
received  by  the  stockholders.  In  later  years  dividends  as  high  as  15  per 
cent,  were  paid.  The  Commission  found  the  fair  value  of  the  property 
to  be  $10,000.  The  operating  expenses,  including  taxes,  for  the  year 
ended  Hay  1,  1018.  were  $2,489.05.  This  did  not  include  $600  spent  for 
liberty  Bonds,  $217.95  for  damage  caused  by  sleet  storm,  and  $451 
advanced  to  lineman  for  the  purchase  of  an  automobile.  The  present 
manager  of  the  company  acts  as  lineman  and  furnishes  the  operating 
force,  for  which  he  receives  a  salary  of  $1,500  per  year.  The  Commis- 
sion found  the  operating  expenses  for  1918  would  be  $3,686,  including 
$700  as  an  allowance  for  reserve  for  depreciation.  Under  present  rates 
the  company  would  earn  a  return  of  3.6  per  cent.  Under  propixed  rates 
ile  return  would  be  12.3  per  cent. 

Held:  That  an  increase  in  rates  should  be  authorised,  as  the  company 
was  entitled  to  earn  a  fair  return  upon  the  value  of  its  property  devoted 
to  the  public  serice,  such  rates  to  yield  a  return  of  7  per  cent.,  which 
was  (-onsidcred  reasonable; 

TItat  the  company  should  enter  into  written  contmets  with  all  connect- 
ing c-onipanies  covering  Uie  switching  of  rural  party  lines,  and  the  com- 
pany should  immediately  cease  the  practice  of  charing  more  than  25 
wnts  per  month,  per  telephone,  for  such  switching  service,  in  order  to 

465 
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IS. 
comply  with  the  provisions  of  the  telephone  law,  Session  Laws,  1917, 
Chapter  326,  Sections  4,  8,  regnlating  rates  and  contracta  for  switefaing 
service ; 

That  applicant  should  be  authorized  to  install  24-hour  continnom  sen- 

That  an  allowance  for  reserve  for  depreciation  ahoold  be  made,  as  it 
has  been  almost  aniversally  held  by  the  courts,  as  well  as  by  r^alatoiy 
eomnUBaions,  that  it  was  not  only  the  ri^t  of  the  eompaDy  to  make  b 
provision  to  take  care  of  depreciation,  but  it  was  its  duty  to  the  bond- 
holders or  stockholders,  and  in  the  case  of  a  public  service  corporation 
it  was  its  plain  duty  to  the  public ; 

That  the  money  spent  by  the  company  for  the  parchase  of  Liberty 
Bonds,  to  repair  damage  due  to  the  storm,  and  for  the  pnrehase  of  the 
automobile,  should  not  be  included  in  the  operating  erpense  account  The 
purchase  of  the  Liberty  Bonds  was  a  splendid  and  commendable  invest- 
ment but  in  no  sense  was  it  an  operating  expense.  The  expense  incident 
to  damage  cnuscd  bj'  the  storm  was  ehargeable  against  the  reserve  for 
depreciation,  tind  the  purchase  price  of  the  antomobile,  being  a  loan  by 
the  company  to  its  manager  or  lineman,  should  likewise  be  eliminated. 

Findings  and  Conclusions. 

This  case  came  on  for  hearing  on  the  application  of  the 
Jefferson  and  Civil  Bend  Telephone  Company  for  authority 
to  increase  its  rental  rates  for  each  class  of  service  fur- 
nished by  it,  including  the  switching  fees  now  received  by 
it  for  the  switching  of  foreign  lines.  The  adva,iioe  sought 
is  in  all  cases  25  cents  per  month,  per  telephone.  The  caee 
was  heard  at  Jefferson.  The  Jefferson  and  Civil  Bend 
Telephone  Company  appeared  by  Mr.  B.  N:  Bernard  and 
Mr,  H.  M.  Bearers,  its  president  and  secretary  respectively. 
The  subspribers  were  represented  by  Mr.  B.  J.  Brown,  Mr. 
R.  A.  Gilmore,  Mr.  W.  E.  Connors  and  others.  The  Board 
was  represented  by  its  counsel,  Mr.  Oliver  E.  Sweet. 

From  the  evidence  it  appears  that  this  company  owns  and 
operates  an  <'xchange  in  Jefferson  consisting  of  20  business 
subscribers  at  $2.00  i>er  month,  80  residence  subscribers  at 
$1.00  per  month,  and  125  rural  party  line  subscribers  at 
$1.25  per  month;  that  the  exchange  has  toll  line  connections 
with  both  the  New  State  and  the  Northwestern  Telephone 
Exchange  companies;  that  it  perfoi'ms  switching  service 
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for  foreign  rural  lines,  switching  approximately  30  sub- 
scribers at  a  rate  of  STi/a  cents  per  month,  per  telephone. 
In  its  application  the  teh'phone  company  requests  permis- 
sion to  increase  each  of  the  rates  and  charges  to  the  extent 
of  25  cents  per  month,  or  $3.00  per  year,  per  telephone. 
The  company  advanced  in  justification  of  the  increases  , 
asked  for  the  following :  that  the  cost  of  materials  and  labor 
has  advanced  due  to  the  war  conditions;  that  there  is  a 
strong  demand  for  continuous  service  in  lieu  of  the  limi- 
ted service  now  furnished. 

The  service  furnished  at  the  present  time  is  from  6:00 
o'clock  A.  M.  to  9 :00  o'clock  p.  m.  on  week  days,  and  on  Sun- 
day from  8:00  o'clock  a.  m.  to  10:00  o'clock  a.  m.,  from  12:00 
M.  to  2:00  p.  M.,  and  from  5:00  p.  m.  to  7:00  p.  m.,  with 
emergency  night  service  from  10:00  o'clock  p.  m.  to  6:00 
o'clock  A.  M.  This  limited  service  is  declared  by  the  sub- 
scribers of  the  company  to  be  wholly  inadequate  to  meet 
the  needs  of  the  community.  The  company  expressed  its 
willingness  to  install  continuous  24-hour  service,  thereby 
fully  meeting  the  demands  of  its  subscribers ;  and  the  evi- 
dence shows  that  this  very  much  more  efficient  service  can 
be  supplied  at  an  additional  expenditure  of  $600  per  annmii. 
.The  present  manager  of  the  company  acts  as  lineman  and 
furnishes  the .  operating  force,  f oi-  which  he  receives  a 
salary  or  compensation  of  $1,500  per  year.  The  company 
contends  that  if  continuous  service  is  to  be  furnished  there 
must  be  an  increase  in  the  manager's  salary  of  the  extra 
cost  of  furnishing  his  service. 

It  appears  that  the  lines  and  equipment  are  maintained 
in  an  efficient  manner  and  that  the  service,  apart  from  the 
present  hours  of  service,  is  satisfactory.  The  accounts  of 
the  company  have  been  kept  in  such  a  manner  that  it  was 
impossible  for  its  representatives  to  show  in  detail  the 
amount  of  money  that  actually  went  into  the  construction  of 
the  plant.  In  other  words,  the  company  was  unable  to 
furnish  definite  information  as  to  the  actual  cost  of  the 
property.     It  has  paid-up  outstanding  stock  amounting  to 


dbyCoogle 


468    South  Dakota  Board  of  Railroad  Commissiohebs, 

IS.P. 
$4,500.  It  appears  that  for  a  nmnber  of  years  all  of  the 
surplus  earnings  were  invested  in  new  construction  and 
that  no  return  whatever  was  received  by  the  stockholders 
on  their  investment.  In  later  years  the  company  has  paid 
dividends  at  a  rate  as  high  as  15  per  cent,  upon  the  ont- 
Btanding  capital .  stock.  It  claims  a  fair  value  of  $10,000. 
It  appears  to  our  satisfaction  that  its  contention  in  this 
regard  may  be  sustained. 

From  a  careful  examination  of  all  of  the  evidence,  we 
are  of  the  opinion,  and  find,  that  the  fair  value  of  the  prop- 
erty of  the  company  at  the  time  of  hearing  and  at  the  pres- 
ent time  was,  and  is,  $10,000.  The  operating  expenses, 
including  taxes,  as  sho'wn  by  the  company  for  the  year 
ended  May  1,  1918,  were  as  follows: 

Salary  of  manager,  lineman  and  operator $1,500  00 

Bent  126  00 

Office  expense  and  f  rei^t 241  70 

General  expenses 149  85 

Materials    325  32 

Extra  help 37  80 

Taxes  and  fines 108  38 

Total $2,489  05 

Certain  otJier  items  of  expense  for  the  year  in  qnestion- 
were  claimed  by  the  company.  It  appears  that  an  invest- 
ment of  $500  was  made  in  Liberty  Bonds;  that  $217.95 
extraordinary  expense  was  incurred,  due  to  a  severe  storm, 
and  $451  was  advanced  to  the  lineman  for  the  purchase  of 
an  automobile.  The  purchase  of  the  Libert}-  Bonds  was  a 
splendid  and  commendable  investment,  but  is  in  no  sense 
an  operating  expense.  The  expense  incident  to  dunage 
caused  by  storm  was  properly  chargeable  against  the  depre- 
ciation reserve  and  we  have  therefore  eliminated  it  from 
the  statement  of  operating  expenses.  The  purchase  price 
of  the  automobile,  being  a  loan  by  the  company  to  its  man- 
ager or  lineman,  cannot  be  treated  as  an  expense,  and  like- 
wise has  been  eliminated. 
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Having  given  careful  consideration  to  all  of  the  testi- 
mony, we  approve  and  find  for  the  purposes  of  this  case 
estimated  annual  operating  expenses  as  follows: 

Salarj-  of  manager,  lineman  anfl  operator $2,100  00 

Rent    126  00 

Maintenance  and  mUcellaneons  expenses 450  00 

General  expenses 160  00 

Extra  labor   50  00 

Depreciation  of  plant  and  equipment 700  00 

$3,676  00 

The  taxes  paid  by  the  company  during  1917  amounted  to 
$98.38.  In  view  of  the  increasing  taxing  rates,  we  are  Of 
the  opinion,  and  find,  that  an  alloM'ance  should  be  made  at 
this  time  of  approximately  $1-10  for  taxes.  The  operating 
expenses,  including  deductions  from  revenues  for  taxes, 
therefore  amount  in  all  to  $3,686.  Included  within  these 
operating  expenses  is  an  item.  Deprecation  of  Plant  and 
EJquipment,  $700,  and  in  explanation  of  the  allowance  of 
this  item  it  is  deemed  sufficient  to  say  that  it  is  almost  uni- 
versally held  by  the  courts,  as  well  as  by  regulatory  com- 
missions, that  a  reasonable  allowance  to  cover  depreciation 
must  be  made.  In  Citj/  of  Knoxville  v.  Knoxville  Water 
Companij,  212  U.  S.  1 ;  29  Sup.  Ct.  Rep.  149,  the  Supreme 
Court  of  the  United  States  held  that  it  is  not  only  the  right 
of  the  eorojiany  to  niake  a  provision  to  take  care  of  depreci- 
ation, but  it  is  its  duty  to  its  bond  or  stockholders,  and  in 
the  case  of  a  public  service  corporation  it  is  its  plain  duty 
to  the  public.  Many  other  cases  might  be  cited  in  support 
of  the  proposition.  However,  the  question  is  so  well  settled, 
we  do  not  consider  further  citation  necessary. 

We  submit  herewith  a  table  for  comparative  purposes 
only.  In  the  first  colunm  we  set  down  the  revenues  derived 
from  the  present  rates,  in  the  second  column  the  revenues 
derived  from  the  rates  proposed  by  the  company,  and  in 
the  third  column  the  revenues  which  would  be  derived  on 
the  assumption  that  a  fair  and  reasonable  basis  of  rates 
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to  be  established  by  this  company  for  service  to  its  patrons, 
is  as  followB,  to-wit : 

Ptr  3/onlJi 

Main  line  business  service f2  00 

Main  line  residence  service 1  25 

Rnnil  party  line  service 1  2S 

This  table  is  also  based  upon  the  assumption  that  the 

switching  fee  should  remain  at  the  statutory  rate  of  25  cents 
per  month  for  each  telephone  instrument  and  that  the  toll 
fees  «amed  would  amount  to  $700  per  annum. 

Rate* 

AtaiiMed 

Present  Proposed        Reateaabl 

Reveunes $4,160  00    '       $4,916  00  $4,345  IK, 

Operating  expenses    3,686  00  3,686  00  3,686  00 

'$364  00  ¥1,229  00  $669  OO 

It  will  be  noted  that  having  deducted  the  operating 
expenses  and  taxes  from  the  revenues,  we  find  a  net  revenue 
in  dollars  under  the  present  rates  of  '  $364,  and  under  the 
proposed  rates  $1,229.  Under  the  present  rates  on  the 
valuation  herein  found,  the  company  would  earn  slightly  | 
over  3.6  per  cent.,  while  under  the  proposed  rates  its  return 
on  the  same  valuation  would  be  approximately  12.3  per 
cent.  Under  the  schedule  of  assumed  rates,  its  retarn 
would  be  practically  6.6  per  cent.  The  company  is  entitled 
to  earn  a  fair  return  upon  the  value  of  its  property  .devoted 
to  the  public  service,  and  for  the  purposes  of  this  case  we 
approve,  and  find,  that  the  company  is  entitled  to  a  rate 
of  return  of  approximately  7  pter  cent.  It  is  quite  evident 
that  the  return  to  the  company  under  its  present  rates  is 
too  low  and  that  some  increase  in  its  telephone  rental  rates 
must  be  authorized.  We  believe  it  is  quite  evident  that 
the  return  under  the  rates  proposed  would  be  excessive, 
and  that  under  the  rates  herein  assumed  to  be  reasonable 
this  company  would,  with  some  further  development  of  its 
plant,  earn  at  least  7  per  cent,  upon  the  value  of  its 
property. 

*  An  error  is  apparent. 

I 
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The  record  in  this  case  shows  that  the  applicant  performs 
switching  service  for  25  rural  party  line  subscribers  of 
the  Broken  Kettle  Telephone  Company,  and  for  5  subscrib- 
ers of  2  rural  party  lines- owned  by  individuals;  that  this 
switching  service  is  performed  for  the  owners  at  the  rate 
of  S7y2  cents  per  month,  per  telephone.  It  likewise  appears 
that  written  contracts  covering  the  connections  have  not 
been  entered  into.  As  stated  previously  in  this  report,  the 
company  applies  for  an  increase  of  25  cents  per  month, 
per  telephone.  In  other  words,  it  asks  permission  to  exact 
a  rate  of  G2\^  cents  per  month,  per  telephone,  for  the 
switching  of  rural  party  lines.  Section  4  of  the  telephone 
law,  as  amended  by  Chapter  326  of  the  Session  Laws  of 
1917,  among  other  things,  provides  as  follows: 

"All  arran^ments  or  understandings,  except  subscribers'  contracts,  for 
the  monthly  rental  of  telephone  instruments,  entered  into  by  any  telephone 
company  with  any  other  telephone  company  or  with  any  municipality 
for  the  furnishing  of  telephone  service  or  equipment  of  any  kind,  must 
be  reduced  to  writing  and  a  copy  thereof  filed  with  the  Board  of  Rail- 
road Comniianioners  within  ten  days  after  the  execution  of  such  contract." 

Section  8  of  the  telephone  law  provides  as  follows : 

"  Every  telephone  company  shall  connect  its  lines  with  the  lines  of  any 
other  t«lephone  company  doing  business  in  the  same  vicinity  that  makes 
application  therefor,  and  shall  afford  all  reasonable  and  proper  facilities 
for  the  interehang-e  or  switching  of  messages  between  lines  for  a  reason- 
able compensation  and  without  discrimination  and  under  such  rules  and 
regulations  as  the  Board  of  Railroad  Commissioners  may  prescribe 
'  *  *,  provided  that  the  maximum  charged  for  switching  shall  not 
exceed  25  cents  per  month  for  each  instrument  on  any  rural  party  line 
«o  connected." 

It  quite  clearly  appears  that  the  company  has  been  remiss 
in  its  duty  to  enter  into  contracts  with  the  different  com- 
panies for  which  it  performs  switching;  that  it  has  been 
likewise  remiss  in  charging  a  greater  compensation  for  the 
switching  of  rural  party  lines  than  the  maximum  permitted 
by  the  statute. 

t'rom  careful  examination  of  all  of  the  testimony  in  t}ns 
case,  we  are  of  the  opinion,  and  find,  that  an  order  should 
Im'  made  and  entered  in  this  proceeding  approving  the  fol- 
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lowing  schedule  of  telephone  rental  rates  for  continuous 
24-hour  daily  telephone  service ; 

Ptt    JfOHlh 

Business  main  line  rate,  p«r  telephone |2  00 

Residence  main  line  rate,  per  telephone 1  25 

Rural  party  line,  per  telephone 1  25 

that  the  order  should  contain  a  provision  requiring  the 
Jefferson  and  Civil  Bend  Telephone  Company  to  enter  into 
a  contract  with  each  and  every  telephone  company  for  which 
it  performs  switching  service,  and  file  a  certified  copy 
thereof  with  this  Board;  that  the  company  should  be 
required  to  immediately  desist  and  refrain  from  charging 
a  higher  rate  than  25  cents  per  month,  per  telephone,  for 
switching  of  rural  party  lines;  and  that  the  rates  herein 
established  should  be  permitted  to  become  effective  Decem- 
ber 1,  1918. 

OsDEn. 

In  this  case,  the  Board  having  completed  its  investigation 
and  made  and  filed  its  report  containing  its  findings  and 
conclusions,  and  being  fuUj'  advised  in  the  premises,  and 
sufficient  cause  for  this  order  appearing, 

It  is  ordered,  considered,  and  adjudged,  That  the  follov- 
ing  schedule  of  rates  for  continuous  24-hour  daily  service 
be,  and  the  same  hereby  is,  approved  to  become  effective 
December  1,  1918: 

Per  MonUi 

Main  line  business,  per  telephone $2  '^ 

Main  line  residence,  per  telephone 1  ZS 

Rural  party  line,  per  telephone 1  25 

that  the  Jefferson  and  Civil  Bend  Telephone  Company  l)e. 
and  hereby  is,  required  and  commanded  to  enter  into  writ- 
ten contracts  with  all  connecting  companies  covering  the 
switching  of  rural  party  lines,  and  that  said  company  be. 
and  it  hereby  is,  required  and  commanded  to  immediately 
desist  from  the  practice  of  charging  more  than  25  cents 
per  month,  per  telephone,  for  the  switching  of  rural  party 
telephones. 
November  18,  1918. 
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State  Corporation  Commission. 

In     re    Application    of    Homb    Telephone    Company    for 
Approval  of  Certain  Increased  Subscribers'  Rates. 

Case  No.  715. 

Decided  September  23,  1918. 

IncrMtsa  in  lUtes  Denied  —  Botli  Oorporation  and  Patrons  Host  Bear 
tbe  Increaaed  Oasts  of  Operation  Sne  to  War  Oonditiona  —  Fail- 
nre  to  Protest  Against  Increase  in  Bates  was  not  of  Itedf 
Soffldent  to  Justif r  Onuiting  of  Same  —  OluTEing  Ex- 
penditores  to   Maintenance   Instead   of   Beseire   (or 
Depreciation  Oonaidered  —  Valuation  not  Hade  — 
All^ation  of  Increased  Costs  Host  be  Sup- 
ported l>7  Showing  of  Actoal  Ezpendi- 
tores  per  Item  —  Allowance  of  Ro- 
tom  on  Property  Bought  out 
of     Earnings     Ooosiderad. 
Applicant  sought   authority  to   increase   all    annual   rates  $6.00  with 
certain    exceptions,  such  increase  averaging  approximately  15  per  cent. 
to  35  per  cent.,  due  to  increased  operating  costs  for  1918  of  about  $2,500 
because  of  higher  prices  of  materials,  increases  in  wages  of  employees 
and  the  cost  of  reconBtructing  and  restoring  country  lines  damaged  by  a 
sleet  storm. 

The  proposed  increases  were  estimated  to  produce  $1,920  additional 
revenue.  The  investment  was  $52,597.63,  the  amount  of  outstanding 
capital,  $24,000,  and  the  system  had  been  bnilt  up  largely  from  operating 
revenues.  The  amounts  expended  for  maintenance  had  been  less  during 
each  of  the  later  than  during  each  of  the  earlier  Vcars.  No  provision 
had  been  made  for  reserve  for  depreciation  but  replacements  and  improve- 
ments were  charged  to  maintenance.  It  has  been  the  policy  to  pay  for 
Defw  property  out  of  eamii^,  each  year  since  1914  pash  dividends  were 
paid,  and  for  1917  the  dividend  was  21  per  cent,  of  the  capital  stock. 

Held:  That  the  increase  in  rates  should  be  denied  as  the  company  had 
been  highly  successful  from  a  financial  standpoint,  as  its  earnings  based 
on  capital  stock  averaged  over  18  per  cent.,  and  its  earnings  based  on 
combined  stoch  and  claimed  surplus  averaged  nearly  10  per  cent. 
Althoi^!^)  there  was  no  allocation  of  property  or  expenses  between  local 
and   toll  rates  and  the  Commission  was  nnahle  to  determine  accurately 
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what  would  be  the  retam  from  the  proposed  ntes  on  the  value  of  the 
property  used  in  rendering  the  service,  the  average  revenue  per  telephone 
was  larger  than  that  of  17  similar  companies  and  the  average  miles  of 
wire  per  telephone  was  less  than  that  of  12  similar  companies; 

That  assuming  that  7  per  cent,  net  on  the  valae  of  the  property  was  an 
adequate  return,  the  company  had  accumulated  since  1914,  in  addition  to 
an  allowance  of  7  per  cent,  dividends  on  the  value  of  the  investment,  a 
snrplos  for  emergencies  and  improvements  of  $6,500.  This  was  adequate 
to  care  for  all  possible  increases  in  expenditures  for  some  years  to  come, 
and  the  fund  should  be  used  to  restore  the  service,  sinc«  the  expenditures 
for  maintenance  for  1916,  1917  and  1918  showed  a  decrease  over  the 
preceding  period  of  approximately  $3,600; 

That  the  Commission's  policy  was  to  recognize  abnormal  opcssting 
costs  and  conserve  the  investments  of  pnblie  service  corporations  durii^ 
the  continuance  of  war  conditioBs,  but  it  would  not  permit  utilities  to 
transfer  from  themselves  to  their  patrons  all  bnrd«is  cauMd  by  the 
national  crisis  in  which  every  citizen  should  do  his  parL  A  prosperous 
corporation  should  resort  to  the  surplus  of  previous  yeus  which  ivas 
created  by  the  patrons  who  paid  the  bills; 

That  the  fact  that  no  patron  of  the  company  appeared  at  the  hearing 
to  protest  against  the  proposed  increase  was  not  in  itself  sufficient  to 
justify  the  granting  of  the  petition,  as  it  was  the  Commission's  duty  to 
protect  the  interests  of  not  only  that  part  of  the  public  possessing  the 
necessary  information  and  initiative  to  appear  and  be  heard,  but  also  all 
citizens  who,  conceivably,  were  not  in  possession  of  all  the  facts  concern- 
ing the  case  in  point  nor  of  the  general  situation; 

That  while  it  was  customary  for  utilities  to  have  a  reserve  for  deprecia- 
tion account  and  charge  amounts  thereto  each  year  to  represent  loss  in 
value  of  the  destructible  property  of  the  plant  over  and  above  what  vas 
covered  by  current  repairs,  the  allowance  so  made  being  for  the  purpose 
of  protecting  against  loss  and  wear  and  tear,  obsolescence  and  inadequacy, 
it  appeared  that  depreciation  was  fully  taken  care  of  by  expenditures 
chaiged  to  maintenance  included  in  operating  expenses; 

That  if  the  book  value  represented  the  fair  valae,  the  company  vras 
earning  an  adequate  return  and  a  surplus  sufficient  to  meet  the  expected 
increases  in  expense,  but  there  was  internal  evidence  that  the  property 
was  not  worth,  for  rate-makii^  purposes,  the  present  book  value,  althou^ 
at  this  time  such  evidence  would  be  disr^nrded; 

That  the  Comniiseion  would  not  say  that  a  return  should  not  he  earned 
on  property  bought  with  past  earnings,  although  it  was  questionable 
whether,  because  of  greater  value  or  betterment  of  property  created  in 
that  way,  it  was  just  to  charge  increased  rates  to  the  public  who  had 
paid  the  costs  thereof,  but  when  the  utility  earns  a  reasonable  net  return 
on  a  fair  valuation  and  elects  to  convert  a  large  part  of  such  return  into 
new  or  improved  property  it  could  not  ask  to  earn  larger  cash  dividends 
on  its  stock; 
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That  fignres  prepared  by  a  public  accountant,  designed  to  show  the 
increased  cost  of  certain  expense  items,  could  not  be  taken  into  considera- 
tion since  the  actual  expenditures  ])er  item  were  not  shown,  and  while 
the  percentage  of  increased  cost  on  an  item  might  be  very  great,  yet  the 
effect  on  the  company's  revenues  might  be  slight,  owing  to  the  small 
anionnts  of  the  item  used,  and  in  the  absence  of  figures  to  show  the 
actual  expenditures  per  item  the  Commission  could  not  say  that  'the 
increased  costs  were  material. 

Opinion  and  Order. 

This  case  relates  to  a  petition  of  the  Home  Telephone 

Company,    with    its    home    office    at    Smithfield,    for    the 

approval  of  the  Commission  to  increase  those  of  its  yearly 

subscribers'  rates  which  at  present  are  as  follows : 

Smithfield   Exchange. 
Residence  : 

Wall,   maltiple  line 

Wail,   private   line 

Wall,  country  party  line,  with  right  to  call  Smithfield. . . . 

Desk,  private  tine 

Desk,  country  party  line,  with  right  to  call  Sroithfleld. . . . 

B^tiness: 

Wall,  multiple  line 

Wall,  private  line 

Wall,  country  party  line,  with  right  to  call  Smithlield. . . . 

Desk,   private   line 

Desk,  conntT7  party  line,  with  right  to  call  Smithfield 

Dendron  Exchange. 
Retidtnce: 

Wall,  multiple  line 18  00 

Wall,  private  line 21  00 

Desk,   multiple   line 21  00 

Desk,   private  line 24  00 

Buainesn: 

Wall,  private  line 27  00 

Desk,  private  line 30  00 

Wall,  private  line *36  00 

Desk,  private  line "39  00 

'  With  right  to  call  Surry  and  Wakefield,  with  H  cents  switching  charge 
Hi  Wakefield. 


$21  00 

24  00 

24  00 

27  00 

27  00 

33  00 

36  00 

36  00 

39  00 

39  00 
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Surry  DivmoH. 
Residenet : 

Wall,  country  party  line "24  00 

Desk,  country  party  line *2J  00 

Business ; 

W4II,  country  party  line *36  00 

Desk,  country  party  line "39  00 

•  With  right  to  call  Dendron,  Surry  and  Watefleld,  with  6  cents  switch- 
ing chai^  at  Wakefield. 

()n  the  grounds  of  meeting  the  demands  of  its  employees 
and  to  reestablish  and  reconstruct  the  country  party  lines, 
and  to  me«t  the  increased  cost  of  maintenance  and  material 
and  to  safeguard  the  stockholders'  interests,  it  is  proposed 
hy  the  coTnpany  that  $6.00  be  added  to  each  of  the  annual 
rates  above  stated.  There  are  other  subscribers*  rates, 
particularly  for  service?  through  the  Dendron  exchange, 
varying  from  $18.00  to  $30.00  per  year,  and  for  service  over 
lines  ottiied,  or  partly  owned,  by  farmers,  which  it  is  not 
proposed  to  advance. 

The  Home  Telephone  Company  was  organized  to  take 
over,  and  did  take  over,  the  Smithfield  Telephone  Company, 
the  Isle  of  Wight  Telephone  Company  and  the  Peoples 
Telephone  Company,  which  were  operating  several  lines, 
principally  in  and  out  of  Smithfield,  and  the  present  com- 
pany operates  exchanges  at  Smithfield,  Dendron  and  Snrry, 
all  of  the  lines  except  four  being  metallic  circuits. 

The  increases,  if  made,  will  apply  to  320  telephones,  out 
of  the  total  number  of  404  owned  and  operated  by  the 
company.  The  amount  of  additional  revenue  from  the 
proposed  increases  in  rates  for  one  year  is  estimated  at 
$1,920.  The  proposed  increased  rates  being  so  general, 
the  evidence  presented  was  of  a  general  nature. 

The  fact  that  no  patron  of  the  Home  Telephone  Company 
appeared  at  the  hearing  before  this  Commission  to  protest 
against  the  proposed  rate  increase,  while  indicating  good 
feeling  between  the  company  and  the  people  it  serves,  and 
perhaps  an  unwillingness  to  oppose  the  higher  charges,  is 
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not  in  itself  sufficient  to  justify  the  Commission  in  granting 
the  prayer  of  the  petition.  It  is  our  duty  to  protect  the 
interests  of  not  only  that  part  of  the  public  possessing  the 
necessary  information  and  initiative  to  appear  and  be 
heard,  but  also  of  those  citizens  who,  conceivably,  are  not 
in  possession  of  all  the  facts  concerning  the  case  in  point, 
nor  of  the  general  situation,  which  this  Commission  may 
and  should  require  as  a  basis  for  its  decisions.  We  are 
commissioned  to  represent  all  the  people,  whether  they  are 
otherwise  represented  or  not. 

The  entire  investment  is  stated  to  be  $52,597.53,  and  the 
amount  of  outstanding  capital  stock  $24,000.  It  is  admitted 
that  the  system  has  been  built  up  largely  from  operating 
revenues.  In  the  following  table  will  be  seen  comparative 
figures  showing  the  progress  of  this  company  and  the  sup- 
port received  from  its  patrons. 

This  table  shows  whole  number  of  dollars  and  relates  to 
the  fiscal  years  ended  January  31  in  each  year  named : 


■  «., 

,.,. 

,.,. 

,... 

,.„ 

,.,. 

Toul  of  property  «™«ini  (u*'t) . 

143. 3se 

•44.393 

•46,897 

•40,075 

•48.496 

Or«  «riiiiis>  fron.  opfnlion 

•IS.DM 

»17,S7fl 

•17.798 

I17.8M 

•17,971 

•19,828 

"F^"     :: 

n:^ 

■3,174 

*l:^ 

'ISi 

•iS 

6;il0 

*nn-AL  mnMU 

•13.323 

t»14,770 

•  14.194 

•  12.130 

•  12,998 

•13,!9» 

Net  profit!  From  Dpermlion  (indad- 
inc  ccruin  other  deductiona  lor 
I91S,  19ia.  1917  mnd  IBI8).. 

82,678 

«,so« 

•2.977 

tS,434 

•4,773 

(6,227 

Uoa  o<  property  aMiit* 

PerMnUK  net  profit,  from  oper»- 
tioa  of  «pit*l  (lock 

„:.. 

a. 47 

11. B9 

8.71 

11.87 

10.38 
ie.B9 

13.39 
3S.9G 

A»«.«o(..,pl«.«olJ«.3l.. 

.,...» 

•18.197 

•19.890 

•24.152 

•27,740 

•28,936 

The  total  revenue  shows  an  almost  constant  yearly 
increase  with  markedly  increased  earnings  in  the  year  end- 
ing January  31,  1918,  which  includes  ten  months  of  our  first 
war  year.  It  will  be  seen  that  the  percentage  of  return  on 
the  company 's  own  value  of  its  plant,  and  also  the  surplus, 
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have  almost  without  interruption  been  steadily  augmented. 
The  expense  account  shows  a  marked  reduction  for  the 
years  ending  January  31, 1916-17-18,  over  the  expenditures 
of  the  previous  three  years,  largely  aceounte*;!  for  by  an 
average  reduction  of  $1,294  per  year  in  maintenance.  This 
reduction,  it  will  be  noted,  was  accompanied  by  a  still 
greater  increase  in  the  net  profits. 

Inasmuch  as  one  reason  urged  for  increasing  rates  is  that 
greater  revenue  is  needed  for  replacements,  etc.,  included 
in  maintenance,  it  is  significant  that  although  the  earnings, 
both  gross  and  net,  show  a  larger  average  during  the  last 
three  than  daring  the  first  three  of  these  fiscal  years,  the 
amounts  expended  for  maintenance  were  to  a  marked  degree 
less  during  each  of  the  later  than  during  each  of  the  earlier 
years.  If  it  is  now  necessary  that  maintenance  expendi- 
tures be  increased,  this  is  probably  due  at  least  in  part  to 
recent  earnings  being  carried  to  surplus  or  profits  which 
might  have  been  applied  to  maintenance. 

In  arriving  at  the  net  profits  from  operation  shown  in  the 
above  table,  the  other  deductions  referred  to  include  depre- 
ciation of  live  stock  and  delivery  equipment  and  furniture 
and  fixtures,  the  entire  amounts  of  such  other  deductions 
for  the  years  1916,  1917  and  1918  being  on  this  account. 
The  auditor's  report,  covering  the  year  ended  January  31, 
1917,  states: 

"  No  provision  has  been  made  for  depreciation,  bat  we  were  informed 
by  your  president  tbat  the  lines  and  equipment  are  in  good  eondUion, 
and  that  depreciation  is  more  than  offset  by  replacements  and  improve- 
ments, chaifred  to  maintenance," 

and  similar  references  are  made  in  the  other  annual  reports 
submitted.  Utilities  of  this  character  customarily  have  a 
depreciation  account,  and  charge  ainoimts  thereto  each  year 
to  represent  loss  in  value  of  the  destructible  property  of 
the  plant  over  and  above  what  is  covered  by  current  repairs, 
the  allowance  so  made  being  for  the  purpose  of  protecting 
against  loss  from  wear  and  tear,  obsolescence  and  inade- 
quacy, and  it  appears  that  the  depreciation  in  this  case  is. 
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except  as  otheru'ise  rpft-rred  to  above,  fully  takeji  care  of 
in  the  expenditures  charged  to  maintenance  included  in 
operating  expenses.  In  addition  thereto,  it  has  been  the 
policy  of  the  company  to  pay  for  new  property  out  of  its 
earnings,  and  it  also  during  each  fiscal  year  since  1914 
paid  cash  dividends  to  the  stockholders,  and  for  the  last 
fiscal  year  ended  January  31,  1918,  this  was  21  per  cent. 
of  the  capital  stock. 

It  is  evident  that  this  company  has  been  highly  success- 
ful from  a  financial  standpoint  Based  on  its  capital  stock, 
ill  recent  years,  its  earnings  have  averaged  over  18  per  cent. 
Based  on  the  company's  combined  stock  and  claimed  surplus 
the  earnings  have  averaged  nearly  10  per  cent.  The  Com- 
mission's decision  in  this  case  involves,  therefore,  the 
following  questions : 

What  is  a  fair  rate  of  return  on  the  property  of  the  stock- 
holders ns^d  in  giving  telephone  service  under  the  condi- 
tions surrounding  this  company? 

What  is  the  fair  value  of  the  property  to  be  taken  as  a 
basis  of  return  to  be  met  by  the  rates ! 

What  is  the  function  of  a  surplus  above  a  fair  rate  of 
return  earned  in  prosperous  years  in  reference  to  the  rates 
to  be  charged  in  lean  years,  or  in  years  of  abnormally  high 
expense,  such  as  confront  the  nation  at  this  time  t 

Since  the  question  before  the  Conunission  is  whether  the 
company  really  requires  additional  revenue  to  meet 
extraordinary  expenses  to  rehabilitate  its  lines  and  to  meet 
higher  wages,  if,  on  the  assumption  that  the  book  value 
represents  the  fair  value  for  rate  purposes,  the  company 
has  been  earning  an  adequate  return  and  a  surplus  sufficient 
to  meet  the  expected  increase  in  expenses,  a  closer  determi- 
nation of  the  value  of  the  property  need  not  be  made. 
There  is  internal  evidence  that  the  property  is  not  worth 
for  rate-making  purposes  the  present  book  value,  but  for 
this  time  such  evidence  may  be  disregarded. 

On  the  assumption  that  7  per  cent,  net  on  the  value  of 
telephone  property  is  an  adequate  return  (the  Commission 
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disclaiming  an  intention  to  establish  a  standard  at  this 
time),  there  has  been  accumulated,  since  the  Commission 
was  given  full  regulatory  power  over  public  utilities  by  the 
Act  of  1M4,  approximately  $10,000  of  surplus  in  addition  to 
dividends  paid  amounting  to  $8,640,  or  a  total  of  $18,640  of 
profit.  This,  on  the  total  book  value  of  the  investment  on 
January  31, 1914,  of  $43,356,  equals  43  per  cent,  or  an  annual 
return  of  10%  per  cent. ;  7  per  cent  would  be  $3,035  a  year, 
or  a  total  of  $12,140,  available  for  the  stockholders,  leaving 
a  surplus  for  emergencies  and  improvements  of  $6,500. 
This,  even  according  to  the  claims  of  the  president  of  the 
company,  is  adequate  to  care  for  all  possible  increases  in 
expenses  for  some  years  to  come.  Especially  is  this  fund 
obligated  to  be  used  as  much  as  neeessarj'  to  restore  the 
service,  since  the  expenditures  for  maintenance  during  the 
years  1916,  1917  and  1918  show  a  decrease  over  the 
preceding  period  of  approximately  $3,600. 

While  all  of  the  proposed  increases  are  for  local  service 
through  this  company 's  exchanges  to  term  subscribers,  and 
none  in  toll  rates,  yet  no  attempt  is  mad^  to  divide  the 
expenses  of  each  class  of  service  or  the  property  value  used 
for  and  assignable  to  each  class  of  service.  We  are,  there- 
fore, unable  upon  this  record  to  determine  accurately  what 
M'ould  be  the  return  from  the  proposed  increased  rates  on 
the  value  of  the  property  used  and  useful  in  rendering  the 
service  covered  by  these  rates,  but  as  such  value  is  less  than 
the  total  value  of  all  of  the  property  in  use  the  return 
thereon  at  the  proposed  rates,  if  allowed,  would  doubtless 
be  greater  than  actually  earned  on  the  value  of  the  entire 
property  as  shown  in  the  table  above.  The  average  rev- 
enue per  telephone  during  the  year  ended  January  30, 1917, 
was  $46.80j  a  larger  average  than  any  of  17  other  telephone 
companies  operating  in  various  towns  and  counties  in  Vir- 
ginia with  which  comparison  was  made.  The  average  num- 
ber of  miles  of  wire  construction  per  telephone  is  .82,  while 
the  general  average  of  12  of  the  companies,  including  the 
Home  Telephone  Company  for  which  this  information  was 
obtainable,  was  1.24  miles. 
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The  oral  testimony  of  the  president  of  the  company  was 
that  there  will  I)e  a  probable  increase  in  operating  costs  for 
the  year  1018  of  about  $lV'>CO,  due  mainly  to  the  prices  of 
materials  being  higher  than  heretofore,  and  partly  to 
increases  in  wages  of  employees,  and  including  the  cost  of 
reconstructing  and  restoring  some  of  the  country  party 
lines  which  were  damaged  by  a  sleet  storm  in  Jaimary 
1918.  While  no  list  showing  the  quantities  of  supplies  and 
prospective  prices  is  furnished,  yut  whatever  additional 
costs  of  this  character  there  may  be  in  the  year  1918  are 
due  to  war  conditions.  From  the  report  of  the  Commis- 
sion's engineer,  made  after  inspection,  it  seems  that  the 
expenses  for  operations  at  Sniithfield  and  Dendron,  and  the 
maintenance  of  the  353  miles  of  wire  in  use,  are  unusually 
high,  and  the  suggestion  is  made  that  these  expenses  may 
be  curtailed. 

Id  reference  to  emergency  conditions  caused  by  the  war, 
this  Commission  is  already  on  re<Jord  (see  opinion  on  Appli- 
cation of  Virginia-Carolina  Railway  Company  for  Increased 
Class  Freight  Rates,  Case  No.  611,  April  18, 1918,  and  deci- 
sions in  numerous  other  cases)  as  having  adopted  a  policy 
which  will  recognize  abnormal  operating  costs  and  conserve 
the  investments  and  operating  equipment  of  public  service 
corporations  during  the  continuance  of  war  conditions. 
Bat  we  do  not  and  cannot  agree  to  a  policy  that  will  permit 
corporations  to  transfer  from  themselves  to  their  patrons 
all  of  the  burdens  imposed  by  a  national  crisis,  in  which 
every  citizen  is  called  upon  to  share.  For  the  most  part 
our  people  are  cheerfully  making  the  necessary  sacrifices, 
and  8  prosperous  corporation  can  do  no  less  than  to  resort, 
if  necessary,  to  the  surplus  of  previous  years,  which  was  in 
fact  created  by  the  patrons  who  paid  the  bills. 

In  view  of  the  last  reported  surplus,  ($27,740.94),  in  the 
treasury  of  this  company,  its  financial  condition  cannot  be 
considered  alarming,  nor  that  the  interests  of  the  stock- 
holders are  in  jeopardy,  especially  as  nothing  is  offered  to 
show  that  under  judicious  management  the   increase  in 
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[Vt 
operating   pxpciiscs   will    necessitate    a    reduction   of    tiie 
surplus. 

We  do  not  say  that  a  return  should  not  be.  earned  on 
property  bought  with  past  earnings,  although  it  is  ques- 
tionable if,  on  account  of  greater  value  or  betterment  of 
property  created  in  that  way,  it  is  just  to  charge  increased 
rates  to  the  public  who  have  paid  the  costs  thereof.  But 
when  a  utility,  as  in  this  case,  is  earning  a  reasonable  net 
return  on  a  fair  valuation  of  the  plant,  so  far  as  shown, . 
and  elects  to  convert  a  large  part  of  such  return  into  assets 
in  the  form  of  new  or  improved  property,  it  cannot  be 
heard  to  complain  that  it  should  earn  larger  cash  diWdends 
on  its  stock. 

Chapter  340  of  the  Acts  of  Assembly,  1914,  vesting  this 
Commission  with  powers  of  control  over  the  rates  of  tele- 
phone and  certain  other  utilities  in  Virginia,  reads  in  part 
as  follows : 

Section  1  (b).  "  It  shall  be  the  pabKc  dnty  of  every  public  ntility  to 
fnraish  reasonably  adequate  service  and  facilities  at  reasonable  and  jntt 
rates  to  any  pereon,  firm  or  corporation  along  its  lines    '     *     "." 

Section  7.  "  Commission  to  fix  rates  and  regulaliotia.  If  upon  investi- 
gation the  rates,  toll,  charges,  schedules,  or  joint  rates  of  any  public 
utility  operating  in  this  State  shall  be  found  to  be  unjust,  unreasonable. 
insnfBcient  or  unjustly  discriminatory  or  to  be  preferential  or  othenrisc 
in  violation  of  any  of  the  provisions  of  this  Act,  the  State  Corporation 
Cortiniission  shall  have  power  to  fix  and  order  substituted  therefor  sncb 
mtp  or  rntcs,  tolls,  chai^res  or  schedules  as  shall  be  just  and  reasonable." 

A  rate  or  rates  may  be  reasonable  and  still  be  insuflfieient, 
but  there  is  no  claim  on  the  part  of  the  company  that  th<' 
rates  involved  in  this  proceeding  are  unreasonably  low, 
and  their  petition  rests  upon  the  claim  that  they  are  instiffi- 
cient.  In  this  connection,  it  is  worthy  of  notice  that  from 
a  comparison  of  subscribers'  term  rates  on  file  with  the 
Commission  it  is  seen  that  those  of  the  Home  Telephone 
Company  are  generally  not  less,  but,  to  a  large  extent, 
higher  than  the  rates  of  other  telephone  systems  operating 
in  Virginia  of  similar  imimrtance  and  patronage. 
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A  decision  on  this  application  has  been  delayed,  first,  at 
the  request  of  the  petitioner  to  permit  it  to  submit  addi- 
tional figures,  and,  second,  because  of  the  situation  resulting 
from  government  operation  of  wire  lines.  The  new  figures 
prepared  by  a  public  accountant  are"  designed  to  show  the 
increased  cost  of  certain  expense  items  of  the  Home  Tele- 
phone Company.  These  figures  are,  however,  without  value 
to  the  Commission  in  determining  this  case,  since  they 
merely  show  the  percentage  of  increase  in  costs  without 
giving  the  actual  expenditure  per  item.  For  instance,  it 
is  shown  that  there  has  been  an  increase  of  93  per  cent, 
in  the  cost  of  wiping  metal,  otherwise  known  as  solder, 
which  in  a  year  would  amount  to  an  utterly  insignificant 
figure  in  the  business  of  this  company.  Again,  the  item  of 
receiver  cards,  showing  a  greatly  increased  percentage  of 
cost,  means  an  actual  increase  to  this  company  of  almost 
nothing.  Wire,  at  117  per  cent,  increase,  is,  of  coarse,  a 
more  important  item,  but  without  any  large  wnount  of  new 
coiistmction,  the  total  quantity  required  cannot  be  great. 
While  the  percentage  method  ap  applied  to  labor  items  is 
more  nearly  correct,  since  there  are  fewer  laborers  than 
operators,  the  tendency  of  the  calculation  as  presented  is  to 
show  a  higher  burden  of  cost  than  the  actual  burden. 

A  method  of  accounting  which  shows  a  much  higher  per- 
centage of  increase  in  operating  costs  than  of  increase  in 
revenue  is  likely  to  be  misleading,  since  the  gross  revenue 
of  a  public  service  corporation  must  necessarily  be  very 
much  larger  than  the  operating  expenses  (not  including 
capital  charges)  if  a  reasonable  return  is  earned  on  the 
investment.  It  follows  that  a  25  per  cent,  increase  In  gross 
earnings  is  quite  likely  to  balance  a  50  per  cent,  increase 
in  operating  expenses,  and  it  is  to  be  assumed  that  the  Home 
Telephone  Company  will  earn  more  money  in  1918  than  in 
1917;  and  while  its  expenses  mW  undoubtedly  be  heavier, 
the  net  result  may  not  be  such  as  to  embarrass  the  company. 

With  a  system  ha\'ing  perhaps  the  highest  gross  receipts 
per  telephone  of  any  system  in  Virginia,  and  with  a  method 
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of  charging  which  brings  unusually  large  amounts  for  tolls 
in  addition  to  the  regular  rentals,  and  in  view  of  the  show- 
ing that,  in  previous  years  there  must  have  been  consider- 
able deferred  maintenance,  the  money  for  which  in  1917 
was  expended  in  an  especially  large  dividend,  it  still  seems 
that  the  Home  Telephone  Company,  under  careful  man- 
agement, should  be  able  to  conduct  its  business  without 
serious  embarrassment  and  earn  a  fair  percentage  on  its 
probable  present  normal  value. 

Upon  all  of  the  facts  in  evidence,  it  is  our  opinion  and 
conclusion  that  the  rates  as  a  whole  now  charged,  and  rev- 
enues derived  therefrom,  are  not  insufficient,  and  that  a 
higher  system  of  rates  would  not  be  just  and  reasonable. 

An  order  will  accordingly  be  entered  denying  approval 
of  subscribers'  rates  generally  higher  than  those  now  in 
effect. 

Order. 

After  notice  to  the  public  given  by  the  petitioner  throufch 
newspaper  and  by  posting,  the  Commission  having  consid- 
ered the  evidence  adduced,  for  the  reasons  stated  in  the 
opinion  of  the  Commission  of  this  date,  here  referred  to 
and  made  a  part  hereof, 

It  is  ordered,  That  the  petition  be  denied  and  that  the 
proceedings  in  this  case  be,  and  are  hereby,  dismissed. 

September  23,  1918. 
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WISCONSIN. 
Sailroad  Oommission. 

In  re  Application  of  Wheeler  Telephone  Company  for 

Authority  to  Increase  Rates. 

U-960. 

Decided  November  1,  1918. 

Increase  in  Sutet  with  Prompt  TtLjmetat  Discount,  Anthoriz«d. 
Opinion  and  Decision. 

The  application  of  the  Wheeler  Telephone  Company  was 
filed  with  the  Commission  June  17,  1918.  It  is  set  forth 
therein  that  the  company  is  organized  as  a  corporation 
and  that  as  a  public  utility  it  is  operating  a  telephone 
exchange  at  Wheeler,  Wisconsin,  and  that  the  lawful  rates 
now  in  effect  are  as  follows: 

Per  Month 

Party   lines $1  00 

One-party    line 1  60 

Two-party   lines 1  25 

Desk    'phones 25  extra 

Extension    bells 25  extra 

An  investigation  of  the  rates  on  file  with  the  Commission 
discloses,  however,  that  the  only  rate  on  file  is  $1.00  per 
telephone,  per  month,  for  any  class  of  service. 

The  applicant  alleges  that  the  revenues  arising  from  the 
application  of  the  rates  as  stated  is  not  sufficient  to  meet 
its  operating  expenses  and  fixed  charges,  and  permission  is 
asked  for  authority  to  put  the  following  schedule  into 
effect: 

per  Month 

One-jj«rty   business $2  00 

Two-party    business 1  75 

Three-or  more  party  business 1  50 

One-party  residence 1  75 

Two-party  residen<:« 1  50 

Bntal   1  25 

Extension    bells 25 

485 
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A  hearing  on  the  application  was  held  July  15,  1918,  at 
Madison,  Wisconsin. 

R.  F.  Breitengross  appeared  for  the  petitioner;  there 
were  no  appearances  in  opposition. 

The  company  whose  application  is  under  consideration 
operates  a  magneto  exchange  at  Wheeler,  Dmin  County, 
extending  service  to  the  village  population  of  175  and  to 
approximately  90  square  miles  of  adjacent  rural  territory. 
The  total  number  of  subscribers  connected  number  200; 
and  the  number  of  lines  assigned  40.  The  classification  is 
as  follows: 

TABLE    NO.    I. 

CLA8J4IFICAT10N'  OP  SUBSCRFBGRS  AND  LlNE3  DECEMBER  31,  1917. 

Business  Residenct  Rural  ToU  Total 

Number  o£  aabscribera 21    .        22          162     206 

Percentages    10.24      10.73      79.03     100.00 

Number  of  lines 13              9            14  4  40 

Peroentages   32.50      22.50      35.00  10.00  100.00 

Property. 
The  applicant  estimates  its  investment  in  property  at 
$9,028.86,  distributed  as  follows: 

Central  office  equipment $744  90 

Wire  plant  equipment 4,346  47 

SubBtation  equipment 3,426  44 

General  office  equipment 15  00 

Tools  and  miscellaneons 71  05 

Toll  lines  and  throoj^  connecting  lines 13b  00 

Total   $9,028  86 

The  investment  is  equivalent  to  an  average  of  $44.00 
per  telephone,  or,  exclusive  of  the  toll  tine  investment,  it 
averages  approximately  $4-2.00  per  telephone.  This  item 
indicates  a  conservative  estimate  as  compared  with  the 
Commission's  averages  for  similar  plants  and  it  will  be 
used  in  determining  reasonable  allowances  for  fixed 
charges. 
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Operating  Expenses. 
The  operating  expenses  for  1916,  1917,  and  six  months 
of  1918,  as  reported  by  the  applicant  in  its  reports  to  the 
Commission,  appear  in  the  following  table: 

TABLE  NO.  II. 

OPBRATIira   ExFEKSES. 

Tear  End-  Year  End-  Six  Monthi 

ing  Decern-  ing  Decern'  Eiuiiitg 

her  31,  ber  31,  June  30, 

Revenuea:                                                 1916  1917  1918 

Earviaga  from  telephone  rentals $2,502  10  $1,293  75 

CoRimissioiu  on  long  distance  tolls.    $3,028  13  169  19  62  17 

Other  toll  eArnings 297  20  117  11 

Hiscellaneoiu  eBmJDgs 9  00 

TOTAI.    Revkkom $3,028  13       $2,968  49       $1,472  03 

Operating  Expenaee:    . 

Central  office  expense 949  66  415  51 

Wire  plant  expense 560  85         ,    186  97 

Substation    expense 1,869  30  418  00  463  76 

Commercial   expense 180  00  14100 

General   expense   108  07                1  00 

Undistributed  expense 6  00 

Total  above  kxpensbs $1,869  30       $2,216  58       $1,213  24 

Depreciation    570  00 

Taxes  58  82  65  01 

Total    $1,928  12       $2,851  59 

The  expenses,  excluding  depreciation,  interest  and  taxes, 
as  reported  above  indicate  an  average  expense  of  from 
$10.00  to  $12.00  per  telephone.  While  this  charge  may  be 
a  maximinn  for  exchanges  of  this  character,  there  may 
be  local  conditions  affecting  the  operation  of  the  plant, 
which  would  justify  this  average  expense.  We  believe  that 
in  determining  adequate  rates  for  the  applicant,  it  would 
wem  reasonable  to  give  consideration  to  an  amount  for 
operating  expense  equal  to  that  reported  for  the  yeai" 
ending  December  31,  1917,  or  $2,216.58. 
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Interest  and  depreciation  requirements  on  a  "reported 
plant  value  of  $9,029  will  demand  approximately  $1,264 
annually,  making  the  total  amount  for  operating  expenses 
and  fixed  charges,  exclusive  of  taxes,  equal  to  $3,481.  Esti- 
mating the  tax  requirements  at  $75.00,  the  total  to  be  met 
by  revenues  is  $3,556. 

The  applicant's  toll  revenues  for  the  last  fiscal  year 
amounted  to  $466,  and  if  we  assiune  the  same  income  from 
the  source  in  the  present  determinations,  we  have  a  net 
amount  of  $3,090  to  be  met  by  exchange  revenues,  or  an 
average  of  $15.00  per  telephone.  We  believe  the  following 
schedule  will  produce  sufficient  revenues  to  meet  this 
requirement 

Net  EMtintaled 

Number  of  Monthly        Arttt^tal 

Cla»s  of  Service  Subscribers  Rate  Revenues 

Buaineas,  one-party 10  $1  75  $210  00 

Business,  two-party  5'  150  9000 

Bus'ness  extension    . . . '. 2  50  12  00 

Residence,  one-party    2  1  50  36  00 

Residence,  two-party  2  125  t270  00 

Residence,  three-  or  four-party". . .  1  1  00  12  00 

Rural,  business   1  1  50  18  00 

Rural,  residence  166  1  25        t2,489  00 


.  ESTIMATE!)   YEARLY   REVENUES $3,137  OO 


*  Lines  havin);  in  excess  of  four  parties  per  line  are  classed  as  rural. 
t  An  error  is  apparent. 

The  above  rates  will  be  authorized  and  we  suggest  the 
company  file  the  following  rules  relative  to  collecting; 

All  local  business  and  residence  subeeribers  will  be  billed  monthly  in 
advance  at  a  gross  rate  25  cents  in  excess  of  the  net  numthly  rate 
for  main  telephones.  If  paid  on  or  before  the  fifteenth  of  the  moDtb 
in  which  service  is  given,  the  25  cents  will  be  discounted  to  the  sabsciiber. 

AH  rural  rates  ore  due  quarterly  in  advance  and  each  sabscribcr  will 
be  billed  at  a  rate  75  cents  in  excess  of  the  quarterly  ral*.  If  the  bill 
is  paid  the  first  month  in  the  quarter,  the  75  cents  will  be  discounted; 
if  paid  dur.'ng  the  second  month  50  cents  will  be  discounted;  and  if 
paid  during  the  third  month  25  cents  will  be  discounted.     If  bills  an 
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not  paid  by  the  end  of  the  period  for  which  billed,  the  subscriber 
becomes  subject  to  sueh  discoant  rule  as  may  be  filed  by  the- company 
and  accepted  by  the  Commission. 

It  is,  therefore,  ordered,  That  the  applicant,  the  Wheeier 
Telephone  Company,  be,  and  the  same  hereby  is,  authorized 
to  discontinue  its  present  rate  of  $1.00  per  telephone  and 
sabstitute  therefor  the  following  schedule: 

Net  Per  Month 

Business,  one-party    $1  76 

Bnainess,  two-party    : 1  50 

Business  extension   50 

Residence,  one-party    1  50 

Residence,  two-party   1  25 

Residence,  three-  or  four-party 1  00 

Rural,  business  1  50 

Rural,  residence  1  25 

Extenaion  bells    15 

Bates  may  be  made  effective  on  and  after  November  1, 
1918. 

Dated  at  Madison,  Wisconsin,  this  first  day  of  November, 
1918. 


In  re  Appucation  of  Antigo  Telephone  Corporation  for 
Authority  to  Adjust  and  Increase   its  Rates  for 

SbEVICE.  ^ggj 

Decided  November  1,   1918. 

-lucreaae  in  Rates  Authorised  —  Item  of  £zpMiw  far  Oeneral  Officeia' 

SaUzies  Beduced  —  Insniance  Premium  on  Uf  e  of  Manager  Excluded 

from  Opemting  Ezpenw  —  6.16  Per  Osnt  Pizsd  for  Benrve 

for  Depredation  -—  9  Per  Cent.  Allowed  aa  Kate  of  Betnm 

—  Kedlstribation   of    Snbecrlben,    aa    Estimated    by 

Company  becanse  of  Increased  Bates,  Disregarded 

—  Additional     Charge     for     Bnral     Service 

Beyond   &-mile    Badiua    from    Central 

Office,  Denied. 

Applicant  sought  authority  for  an  increase  in  rates.     The  book  value 

of  the  plant  as  reported  on  December  31,  1917,  in  the  annual  report 

to  tbe  CommisHon  was  $80,982.77,  or  a  decrease  over  the  first  of  the 

ywr  of  $2,667.19.    An  inventory  made  by  the  applicant  showed  a  repro- 
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duction  vslno  as  of  January  1,  1917,  of  $85,036,  including  an  overliead 
allowance  of  14  per  cent.,  and  a  reproduction  value,  less  depreciation, 
of  $74,137.  The  reproduction  value  as  set  forth  in  the  appraisal  g«ve 
an  average  value  of  $59.76  per  telephone,  excluding  switcbed  telepbones, 
or  $103,32  per  line'  equipped,  which  average  the  Commission  found  to 
be  in  excess  of  those  of  severe  similar  exchangee.  Ag  there  was  no 
division  of  the  property  between  local  and  switched  and  toll,  nor  tmy 
division  of  operatii^  expenses,  the  cost  of  the  plant  and  the  opemt'n? 
expenses  were  considered  in  their  entireties.  The  Commission  found  the 
operating  expenses  for  the  year  ending  December  31,  1917,  excluding  an 
annual  premium  of  $813  paid  by  the  company  on  a  corporation  life 
insurance  policy  on  the  life  of  its  manager,  and  an  item  of  $4,140  for 
general  offlcere'  salaries,  to  be  $14,053.48,  including  the  sum  of  $23*2 
chargeable  t«  switching  service.  War  time  conditions  will  neceS8itiit« 
an  expenditnre  of  $6,000  additional  for  operators'  salaries. 

Held:  That  an  increased  schedule  of  rates  as  set  forth  by  the  Com- 
mission should  be  authorized,  as  applicant  was  entitled  to  total  revenues 
of  $24,260,  including  an  allowance  of  $6,800  for  a  return,  and  an  allow- 
ance of  6.15  per  cent,  of  the  total  reproduction  cost  as  a  reserve  for 
depreciation,  based  upon  computations  upon  average  normal  lives  for 
the  different  items  of  property  and  a  2  per  cent,  sinking  ftind  bas-s, 
and  upon  the  fact  that  the  p'ant  included  no  buildings  or  undergroand 
construction,  which  made  a  slightly  higher  allowance  necessary; 

That  the  item  of  $7,600  for  general  officers'  salaries,  which  is  com- 
posed of  $3,000  for  manager's  salary,  $3,000  for  president's  salary,  and 
$1,600  for  vice- president's  salary,  should  be  reduced,  as  the  duties  per- 
formed by  the  president  and  vice-president  were  not  in  proportion  to 
the  salaries  charged.  Since  some  time  was  spent  by  these  officers  in 
attending  directors'  meetings,  a  nominal  snm  should  be  allowed  for  saeh 
services,  and  a  yearly  allowance  of  $360  in  the  operating  expenses  should 
be  made; 

That  the  premium  of  $813  paid  on  a  corporation  life  insurance  policy 
on  the  life  of  the  manager  should  not  be  included  in  operatinf^  expenses, 
as  the  company  wna  not  so  different  from  other  telephone  plants  as  to 
necessitate  a  charge  to  subscribers  on  account  of  any  precaution  taken 
by  the  company  in  safeguarding  its  business  in  C4ise  of  the  death  of 
the  manager; 

That  revenues  in  excess  of  expenses  of  9  per  cent,  might  not  be 
.instified  under  the  normal  distributicwi  of  the  company's  subscribers, 
but  under  the  prevailing  conditions  at  applicant's  plant,  with  a  possible 
redistribution  of  subscribers  to  cheaper  classes  of  service,  a  factor  of 
siif''ty  wnH  permiN.sible,  and  the  si'hedule  as  stated  should  be  anthorir.pd; 

That  the  redistribution  of  the  subscribers  becaifse  of  increased  rates, 
as  set  forth  by  tlie  applicant,  ^Kmld  be  disregarded  in  ctms^dering  the 
amount  of  revenues  needed,  as  there  is  a  tendency  on  the  part  of  snb- 
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scrib«ra  as  a  whole  to  retain  the  class  of  service  to  which  tliey  have  been 
accustomed,  even  if  there  may  be  a  material  inerrase  in  rates,  and 
nnder  present  mlings  of  the  government  it  becomes  almost  an  economical 
neoessity  for  a  subscriber  to  retain  the  same  class  of  service; 

That  an  excess  radius  charge,  in  addition  to  rural  rales,  to  nil  sab- 
seribeis  residing  beyond  a  S-mile  radios  from  the  central  ofBce  should 
be  denied,  as  such  a  limitation  would  not  tend  to  th«  best  development 
of  applicant's  rural  business,  nor  would  a  5-mile  radius  mark  the  limit 
of  the  territory  which  was  naturally  tributary  to  Antigo  and  that  which 
th#  company  as  a  utility  should  aid  in  developing. 

OPIsroN  AND  Deoision. 

The  petition  of  the  above  named  Antigo  Telephone  Cor- 
poration was  filed  with  the  Commission  June  13,  1918,  and 
shows : 

That  it  is  a  corporation  organized  and  doing  business 
under  the  laws  of  the  State  of  Wisconsin  with  its  principal 
place  of  business  at  Antigo,  Wisconsin,  where  as  a  public 
utility  it  manages  and  operates  a  telephone  plant  giving 
local  and  toll  service  exchange  to  the  city  of  Antigo  and  its 
adjacent  territory. 

The  schedule  of  rates  of  the  Antigo  Telephone  Corpora- 
tion as  now  in  force  in  its  territory  is  as  follows: 

Per  Month 

Business  telephones,  city $2  50 

Residence  telephones,  city  . .  .* 1  25 

Business  extension,  city 60 

Residence  extension,  city   50 

Bxtenuon  bells  15 

Schools  and  lodges  1  60 

Outside  move  of  telephone  2  00 

Inside  move  of  telephone 1  00 

Rural,  residence    1  6t> 

Rural,  bnsinesB 2  60 

Rural,  residence  switcbii^  service   50 

Boral,  business  switching  service   1  00 

The  applicant  alleges 

1.  That  because  of  great  economic  stress,  due  in  part  to 
the  rapidly  developing  commiinity  in  which  it  operates,  and 
in  part  to  the  present  abnormal  conditions  as  affecting  the 
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prices  of  labor  and  materials,  the  revenues  arising  from 
the  application  of  its  present  rates  are  insufficient  to  enable 
it  to  continue  to  operate  and  maintain  its  plant  and  to  earn 
a  reasonable  return  on  the  fair  value  of  its  property. 

2.  That  to  increase  the  net  revenue  so  as  to  enable  it  to 
earn  a  reasonable  return  on  the  fair  value  of  its  property, 
to  permit  it  to  improve  its  service,  and  to  enable  it  to  main- 
tain its  credit  so  that  it  may  continue  to  enlarge  its  plant 
and  supply  the  increasing  demand  for  telephone  service  in 
its  territory,  attention  should  be  given  to  the  following  sug- 
gested schedules : 

BtMittMs  Telephones. 

Per  Mimth 

Business,  one-party  .  - , $3  50 

Business,  two-party  (selective  ringing) 2  75 

Business,  receiving  line  2  75 

Bnsiness  extension  telephone  60 

Pins  26  cents  per  month  for  each  one.«ighth  mile  of  line  or  fraetion 
thereof  on  stations  located  ontside  of  premises  where  main  telephone  is 
installed. 

Residence   Telephones — {WaU  Sets). 

Per  Month 

Residence,  one-party    $2  50 

Residence,  two-party  (selective  ringii^) 1  75 

Residence,  fonr-party   (semi-selective  rin^ng) 1  75 

Bnsiness  extension  telephone  50 

Plus  25  cents  for  each  one-eighth  mile  of  line  or  fraction  thereof  on 
stations  located  outside  of  premises  where  the  main  telephone  is  installed. 

Rural  Telephones. 

Per  Month 

Rural  lines,  wall  telephones  only $1  50 

Plus  25  cents  per  month  for  each  mile  beyond  a  five-mile 
radius  from  the  exchange. 
Rural,  switching  service 50 

Charitable  Institutions. 

One-party  line,  wall  or  desk $2  00  per  month 

The  above  includes  churches,  public  libraries,  Y.  M.  C.  A.,  Y.  W.  C.  A., 
charitable  hospitals,  oi^anized  charities. 
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Public  and  Faroehial  Sehoola. 

One-party  line,  wall  or  desk $2  00  per  month 

For  installations  b€yond  one  and  one-half  miles  from  the  craitral  office, 
an  extra  charge  of  50  cents  per  month  per  one-fonrtfa  mite  will  be  made 
on  the  distance  beyond  the  initial  distance  of  one  and  one-half  miles. 

Penalty  Charges. 
A  penalty  of  25  cents  per  month  will  be  charged  on  all  main  line 
telephones  if  rentals  are  not  paid  on  or  before  the  fifte^itb  day  of 
each  current  month. 

Miacellaneoua  Charges. 

Per  Month 

Ordinary  extension  bell $0  15 

Extension  bell,  4"  gong ; 25 

Extension  bell,  6"  gong 25 

Cnt-off  switch,  extension  bells 10 

Auxiliary    receiver    10 

Jmnt  nser , 1  00 

Additional  directory  listing  for  a  subscriber 25 

Moving  Charges. 
Ontside  move,  from  one  bnilding,  apartment  or  office  to  another.  $2  00 

Inside  move,  within  the  same  bnilding,  apartment  or  office 1  00 

Caneeilation  Charges. 

A  cancellation  chsi^c  of  50  cents  per  month  applicable  to  all  sub- 
srribers  within  exeh&nge  radius  on  all  main  line  telephones. 

All  rates  are  based  on  one  year's  contract  and  for  one  year's  con- 
tinuous service. 

Private  Branah  Exchange  Rates. 

Per  Month 

Cordless  switchboard  equipped  with  2  trunks  and  6  lines $3  00 

First  trunk 2  60 

Sicond  trunk  2  25 

Qenerator  dreait 1  00 

Bach  station  within  building  (wall  or  desk) 60 

Each  station  outside  bnildii^ 6) 

Plus  35  cents  per  month  for  cnch  one-eighth  mile  or  fraction  thereof, 
line  ehai^. 
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Per  UoM), 
Switcbboard  requiring  operator,  equipped  for  3  truuks  and 

16  HneB  $6  00 

Firet  trunk  2  50 

Second  trunk  2  2S 

Receiving  trunk 2  2S 

Each  subsequent  trunk  2  25 

Generator  circuit 1  M 

Each  station  within  building  (wall  or  desk) 60 

Bach  station  ontaide  building  (wall  or  desk) 60 

Plus  25  cents  per  month  for  each  one-eighth  mile  or  fraction  thereof, 
line  charKc. 

Per  Monik 
Switehboard  requiring  operators,  equipped  with  5  trunks  and 

30  lines  »7  M 

First  trunk  2  50 

Second  trunk  2  25 

Receiving  truuk 2  25 

Each  subsequent  trunk  , 2  25 

Generator  circuit .' 1  00 

Additional  trunks,  each 2  25 

Each  station  within  building  (wall  or  desk) 60 

Each  station  outside  building  (wall  or  desk) 60 

Plus  25  cents  per  month  for  each  one-eighth  mite  or  fraction  thereof, 
line  chai^. 

The  trunk  line  rates  for  private  branch  e:(ehanges'  apply  only  to 
service  furnished  within  one  ^d  one-half  miles  of  the  central  office. 
For  each  quarter  mile  or  fraction  thereof  beyond  this  initial  distance 
a  charge  of  50  cents  will  be  made. 

A  penalty  of  25  cents  per  month  will  be  charged  on  alt  trunk  linn 
if  bills  are  not  paid  on  or  before  the  fifteenth  day  of  the  current  month. 

Following  the  filing  of  the  application,  due  notice  was 
given  for  a  hearing  which  was  held  at  Madison,  Wisconsin, 
July  11,  1918. 

The  following  appearances  were  entered:  Walter  F- 
Gallon,  secretary  and  treasurer,  for  the  Antigo  Telephone 
Corporation ;  F.  J.  Finu-cane,  for  the  city  council  and  citi- 
zens of  Antigo. 

A  further  hearing  in  the  matter  was  held  at  Antigo,  Wis- 
oonsin,  September  10,  1918,  at  which  time  Willmm  B.  Col- 
lins, attorney,  and  Walter  J.  Gallon,  manager,  appeared 
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for  the  Antigo  Telephone  Corporation,  and  F.  J.  Finucane, 
for  the  city  council  and  citizens  of  Antigo. 

The  Antigo  Telephone  Corporation  operates  a  central 
energy  board  of  1,200  lines  capacity.  At  the  present  time 
there  are  approximately  850  lines  in  use.  The  total  local 
pole  miles  number  32,  with  141  miles  of  wire  and  7.5  miles 
of  cable;  the  rural  poles  approximate  8  miles  with  30y2 
miles  of  wire,  while  the  toll  circuits  require  183  miles  of 
vire  and  58  miles  of  poles.  Toll  connections  may  be  had 
over  the  company's  own  lines  with  Bass  Lake,  Bryant, 
Deerbrook,  Elcho,  Kempster,  Mattoon,  Kopenick,  Elton, 
Phlox,  Lily,  Polar,  White  Lake  and  Summit  Lake  and  with 
the  long  distance  lines  of  the  Wisconsin  Telephone  Com- 
pany. In  Table  No.  T.  below,  we  show  the  classification  of 
the  lines  and  subscribers  of  the  Antigo  company  with  the 
percentage  distribution  to  each  class  of  service. 
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Property. 
The  book  value  of  the  applicant's  plant  as  reported  on 
December  31,  1917,  in  its  annual  report  to  the  Commission, 
was  $80,982.77,  or  a  decrease  over  the  first  of  the  year  of 
$2,667.19.  An  inventory  of  the  physical  property  as  made 
hy  the  firm  of  Hagenah  and  Erickson  shows  a  reproduction 
value  as  of  January  1,  1917,  of  $85,036,  and  a  reproduction 
value  less  depreciation  of  $74,137.  A  general  summary  of 
this  appraisal  is  set  forth  in  the  following  table: 

TABLE  NO.  H. 

l.VVBNTORY  AND  AfPKA[8AL  OP  THE  PHYSICAL  PROPERTY. 

Reprodvetion 

Reproduction  Cost  Less 

Claanifi cation                                                   Coat  New  Depreciation 

Land    $2,000  $2,000 

Bnildings    547  492 

Central  office  eqaipment : 

Central  ofSce  telephone  equipment 10,711  9,493 

Ezehange  famitare  equipment 222  182 

TOTAL  CENTRAL  OPKICE $10,933  $9,S75 

Station  equipment: 

Station  apparatus  and  installation $11J06  $9,006 

Exchange  pole  lines 12,186  10,092 

Exchange  aerial  cable  11,462  10,735 

Exchange  aerial  wire    9,971  8,974 

Rural  lines: 

Antigo  to  Elcho  5,387  4,692 

Antigo  to  Elton  3,673  2,993 

Antigo  to  Mattoon  3,822  3,104 

TOTAL  BUBAL    $12,882  $10,789 

General  equipment: 

Offlee  furniture  and  flxturea $1,142  $936 

Motor  vehicles 1,095  498 

Ooterat   tools  and  implements..... 85  51 

WTAL   $2,322  $1,485 

TUTAL  SPECIFIC  CONSTRUCTION  (X>8T '     $73,409  $63,848 

Overhead  allowances,  14  per  cent 10,277  8,939 

MateriaU  and  supplies  on  hand 1,350  1,350 

TOTAL    PHYSICAL    PROPERTY    $85,036  $74,137 
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The  reproduction  value  as  set  forth  in  the  above  appraisal 
gives  an  average  value  of  $59.75  per  telephone  (excluding 
switched  telephones) ;  or  $103.32  per  line  equipped.  These 
averages  are  considerably  in  excess  of  those  determined 
by  the  Commission  from  valuations  of  several  similar 
exchanges.  The  difference,  however,  may  be  due  to  the 
relatively  large  investment  in  local  toll  lines  between 
Antigo  and  adjacent  villages.  Inasmuch  as  there  is  no 
division  of  the  property  between  local,  switched  and  toll, 
nor  any  division  of  the  operating  expenses,  we  shall  con- 
sider the  cost  of  the  plant  and  the  operating  expense  in 
their  entireties. 

The  balance  sheet  setting  forth  the  financial  condition  of 
the  plant  as  of  December  31, 1917,  appears  in  Table  No.  III. 

TABLE  NO.  III. 

CoupARATivE  General  Balance  Sheet,  December  31,  1917. 

Assets  Liabilities 

Plant  equipment $80,982  77      Capital    stock $75,000  00 

Securities   47,667  00      Funded  debt   60,000  00 

Cash    1,528  68 

Doe  from  subscribers 

and  agents 2.106  34  AccounU  payable  .. .          2,050  00 

Accounts  receivable..  454  84  Accrued  liabilities  .. .          3,082  60 

Materials     and     sup-  Depreciation  reserve.  3,196  20 

plies    672  83 

Prepayments   722  32 

Other  debit  accounts.  2,100  00  Surplus  (debit)    ,...          7,094  02 

$136,234  78  '$136,234  78 

•  An  error  is  apparent. 

Income  Accounts. 
The  income  accounts  of  the  Antigo  Telephone  Corpora- 
tion and  of  its  predecessor,  the  Antigo  Telephone  Company, 
are  shown  in  Tabij;  No.  IV. 
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The  total  reported  operating  expense  (exclusive  of  depre- 
ciation and  taxes)  for  the  Antigo  corporation  for  the  year 
ending  December  31,  1917,  is  $19,006.48.  In  order  to  get 
the  operating  expenses  upon  a  unit  cost  per  telephone,  ve 
deduct  froiq  the  above  amount  the  estimated  expense  of 
operating  the  switching  service,  viz.,  $6.00  per  telephone 
for  367  telephones,  or  $23^)  leaving  a  net  expense  charge- 
able to  local  telephones  of  $16,804.48.  Upon  the  basis  of 
1,375  telephones  reported  in  service  at  the  end  of  the  last 
fiscal  year,  the  average  operating  expense  is  $12.22  per 
telephone. 

There  are,  however,  in  the  reported  operating  expenses 
certain  items  to  which  the  representative  of  the  city  has 
taken  exception,  and  which  in  our  opinion  are  not  proper 
charges  to  operating  expenses  to  be  met  by  operating 
reveimes.  First,  considering  the  item  of  general  officers' 
salaries  of  $7,500,  which  represents  amounts  of  $3,000 
charged  as  manager's  salary,  $3,000  as  president's  salan' 
and  $1,500  as  vice-president's  salary,  evidence  introduced 
at  the  time  of  the  hearing  shows  that  the  duties  performed 
by  the  president  and  vice-president  are  not  in  proportion 
to  the  salaries  charged,  and  we  do  not  believe  that  these 
charges  can  in  any  way  be  justified.  They  will,  therefore, 
be  excluded  from  the  operating  expenses.  As  some  time  is. 
no  doubt,  spent  by  these  officers  in  attending  directors' 
meetings  we  will  allow  a  nominal  sum  for  such  service,  and 
we  estimate  that  such  amounts  should  not  exceed  $15.00  per 
month,  per  directory,  making  a  yearly  allowance  of  $360 
in  the  operating  expenses  for  such  services. 

The  item  of  $813,  premium  on  a  corporation  life  insnr- 
ance  policy  on  the  life  of  the  manager,  has  also  been 
included  by  the  applicant  in  the  operating  expenses.  The 
beneficiary  in  the  case  is  the  Antigo  Telephone  Corporation 
and  the  policy  is  evidently  for  the  protection  of  the 
interests  of  said  corporation  in  case  of  the  death  of  the 
manager.  We  do  not  believe  that  the  Antigo  plant  is  so" 
different  from  other  telephone  plants  as  to  necessitate  a 
charge  to  subscribers  on  account  of  any  such  precaution 
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taken  by  the  corporation  in  gafegaarding  its  business. 
Should  the  corporation  desire  any  snch  protection  of  its 
interests,  we  are  of  the  opinion  that  it  shonld  be  handled 
in  such  a  way  that  the  necessary  expense  should  not  be 
included  in  the  expense  of  operation  to  be  home  by  sub- 
scribers. The  annnal  premium  of  $813  and  $4,140  for 
general  officers'  salaries  will  be  excluded  from  the  reported 
operating  expenses.  After  making  these  adjustments  and 
adding  the  $2,202  chargeable  to  switching  service,  we  hare 
as  the  estimated  operating  expense  for  the  year  ending 
December  31,  1917,  $14,053.48. 

We  do  not  believe,  however,  that  the  applicant's  plant 
ean  be  efficiently  operated  in  1918  on  the  amount  just  set 
forth.  Material  increases  in  the  costs  of  both  tabor  and 
materials  have  had  to  be  met  during  the  present  year.  In 
June  it  became  necessary  to  materially  increase  the  oper- 
ators* salaries  in  order  to  prevent  a  serious  interruption 
of  the  service.  This  increase  alone  on  the  basis  of  the 
salaries  paid  operators  during  the  year  1917,  will  amount 
to  approximately  $1,600.  In  addition  it  seems  to  have  been 
necessary  to  also  increase  the  number  of  operators  in  order 
to  give  adequate  service  as  demanded  by  the  applicant's 
subscribers.  We  estimate  as  a  result  of  these  conditions 
that  the  operators'  salaries  will  necessitate  an  expenditure 
of  $6,000  annually.  Other  department  salaries  will  also 
have  to  be  increased  in  all  probability.  After  carefully 
considering  these  probable  increases,  and  the  present  high 
cost  of  all  materials  entering  into  the  operation  and  mainte- 
nance of  a  telephone  plant,  such  as  that  operated  by  the 
applicant,  we  conclude  that  the  service  can  not  be  ade- 
quately given  and  the  plant  property  maintained  for  a  less 
unit  sum  than  $13.50  per  telephone.  The  total  operating 
expense  assignable  then  to  the  Antigo  exchange  upon  this 
basis  is  about  $1'8,563. 

Depbeciation  and  Interest. 
In  estimating  the  annual  amount  necessary  for  an  ade- 
quate depreciation  reserve,  we  have  based  our  computations 
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upon  average  normal  lives  for  the  different  Items  of  prop- 
erty and  a  2  per  cent,  sinking  t'mid  basis.  Inasmuch  as  the 
Antigo  plant  includes  no  buildings  or  underground  con- 
struction, the  rate  for  depreciation  on  the  total  reproduc- 
tion cost  of  the  propertj'  is  slightly  higher  than  the  average 
and  amounts  to  6.15  per  cent,  on  the  total,  or  $5,232.  Com- 
puting interest  upon  a  fair  value  of  the  property,  we  have 
a  charge  for  this  purpose  equivalent  to  $6,800. 

Summarizing  the  total  requirements  for  operating 
eKpenses,  interest  and  depreciation,  we  have : 

Total  operating  expenses ^8,563 

Dflpreciatibn  requirements    5,232 

Interest  reqnirementa    6,800 

TOTAL  ABOVE $30,595 

State. tax  767 

Federal  tax  estimates   3W 

TOO'AI,  ESTIHATED  KXPBNSB $31,663 

Iiess  awitehing  service  eamii^ 2,202 

Leas  toll  service  eaminga 5,200 

TOTAL  TO   BE   MET  BY   LOCAL  RUBSCRIBERfi $24,260 

From  the  preceding  statement  it  will  be  noted  that  we 
estimate  a  total  of  $24,260  as  directly  chargeable  to  the 
local  subscribers.  In  determining  a  schedule  of  rates  that 
will  yield  this  amount  of  revenue,  it  is  first  necessary  to 
make  an  estimate  of  the  probable  distribution  of  the  sub- 
scribers, j 

The  following  Table  No.  V.  shows  the  distribution  of 
subscribers  as  estimated  by  the  applicant  if  a  schedule  of 
rates  is  authorized  permitting  of  the  classes  of  service  w 
enumerated : 
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TABLE  NO.  V. 
Presekt  akd  EariUATEU  Distributiox  or  Subscbibers. 
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Wg  cannot  agree,  however,  with  the  applicant's  estimate 
of  the  distrihution  of  subscribers.  A  situation  somewhat 
similar  to  the  one  at  hand  arose  in  the  Application  of  the 
Marshfield  Telephone  Company  for'  Authority  to  Increase 
Bates*  19  W.  R.  C.  E.  315-327.  In  this  ease  it  was  alleged 
by  the  applicant  that  the  authorization  of  certain  cheaper 
classes  of  service  together  with  a  general  increase  in  rates 
would  tend  to  cause  many  subscribers  to  take  the  cheaper 
classes  of  service.  Tables  were  produced  in  that  decision 
showing  the  distribution  of  subscribers  for  Class  A-B  com- 
panies, the  Bell  exchanges,  the  company's  estimates  of 
distribntion,  the  Commission's  estimate,  and  the  actual 
distribution  existing  at  that  time.  We  reproduce  the  per- 
centages of  these  various  distributions,  and  have  added  the 
actual  distribution  of  the  Marshfield  exchange  subscribers 
on  December  31,  1917,  seven  months  after  the  date  of  the 
decision. 

TABLE  NO.  VI. 
Data  oh  Subscriber  Distribution. 


Dutribalian  0/  Local  StAuribtrM  In  Trrmt  of  Tnlat  Snitwifcm- 


AHual 

%7   ' 


'  S«  Commission  Irfaflct  No.  67,  p.  192. 
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The  above  table  shows  that  the  actual  redistribution  of 
the  residence  subscribers  at  Marshfield  under  the  schedule 
of  rates  authorized  by  the  order  of  May  26,  1917,*  is  just 
the  reverse  of  what  might  be  expected  from  a  study  of  the 
average  distribution  in  other  companies.  It  would  appear 
that  there  is  a  tendency  on  the  part  of  the  subscribers  as 
a  whole  to  retain  the  class  of  service  to  which  they  have 
been  accustomed,  even  though  there  may  be  a  material 
increase  in  rates.  Under  the  present  rulings  of  the  Federal 
Government,  it  becomes  almost  an  economic  necessity  for 
a  subscriber  to  retain  the  same  class  of  service  and,  as  s 
result,  we  do  not  look  for  any  decided  change  from  one 
class  of  service  to  another  at  the  Antigo  exchange. 

We  estimate,  in  the  following  tabulation,  the  probable 
final  distribution  of  the  Antigo  subscribers  under  normal 
conditions,  and  have  applied  thereto  a  schedule  of  rates 
which  we  believe  will  produce  annual  revenues  sufficient  to 
meet  the  necessary  operating  expenses  and  the  fixed 
charges  of  the  Antigo  plant. 

Yearly 

Number  of  Net  Monthly     Eftiwiated 

ClansificatioH  of  Subxcribers         Subscribers  Bate  Revenues 

Business,  one-party    165  $2  50  $4,950 

Business,  two-party    83  2  25  2,241 

Business  extension    54  GO  389 

Residence,  one-party    102  1  75  2,142 

Residence,  two-party    658  1  50  11,844 

Residence,  four-party 253  1  15  3,491 

Residence  extension    -. .                 10  50  60 

Rural,  residence 74  1  50  1332 

Charitable  institutions  17  1  25  W5 

Private  line 1  30  00  360 

Miscellaneous  revenue 90 

TOTAL    IXXTAI.    RKVESKta $27,1&4 

SwitchinfT  service  revenues. ...               367                        50  2,202 

Toll    service    revenues 6,200 

TOTAL    ESTFMATED    REVESTIES $34,666 

•  See  Commission  Leaflet,  No.  67,  p,  192. 
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The  above  schednle  of  rates  when  applied  to  a  distribu- 
tion of  subscribers  as  set  forth  in  our  classification  will 
jield  revenues  in  excess  of  the  estimated  expense  by  about 
9  per  cent.  Under  a  normal  distribution  of  its  subscribers 
such  an  excess  of  revenues  over  operating  expenses  might 
not  be  justifiable.  But  under  the  prevailing  conditions  at 
the  applicant's  plant,  with  a  possible  redistribution  of  sub- 
scribers to  cheaper  classes  of  service,  we  believe  that  such 
a  factor  of  safety  is  permissible,  and  the  schedule  will  be 
authorized  as  stated  above,  with  the  addition  of  certfiin 
minor  additions,  some  as  requested  by  the  applicant  and 
others  as  recommended  by  the  Commission. 

The  applicant  seeks  to  apply  its  rural  rate  to  only  such 
subscribers  as  reside  within  a  5-mile  radius  of  its  central 
office,  and  to  apply  an  excess  radius  charge  to  all  sub- 
scribers residing  beyond  that  distance. 

We  do  not  believe  that  such  a  limitation  would  tend  to 
the  best  develojffnent  of  the  applicant's  rural  business,  nor 
that  a  5-mile  radius  marks  the  limit  of  that  territory  which 
is  naturally  tributary  to  Antigo  and  that  which  the  tele- 
phone company  as  a  utility  should  aid  in  developing.  This 
part  of  the  petition  is  therefore  denied. 

It  is,  therefore,  ordered,  That  the  applicant,  the  Antigo 
Telephone  Corporation,  be,  and  the  same  hereby  is,  author- 
ized to  discontinue  its  present  scliedule  of  rates  and  to 
substitute  therefor  the  following  rates  and  charges : 

Local  Exchange  BatM. 

Qrota  Monthly  Net  Monthly 

Rate  {Walt     Rate  {Wok 

or  Desk)  or  Desk) 

BnsineES,  one-i>nrty  »ervi«« $2  75  $2  50 

Business,  two-party  (selective)    250  226 

BnsinesB  extension  telephone 60  60 

Pins  25  cents  per  one-eifihth  mile,  or  fraction  thereof,  of  line  where 
pxt«iskni  is  outside  of  premises  wiiere  main  telephone  is  located. 
Business  receiving  line   $1  25  $1  25 
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Wall  Sets       Wall  Set» 
Only  Only 

Residence,  one-party  (service    $2  00  •       $1  76 

Reeidenoe,  two-party  (selective)    1  75  1  50 

Residence,  fonr-party  (semi-selertive)  .-.  1  40  1  15 

Residence  extension  telephone   50  50 

Plus-  25  cents  p«r  one-eighth  mile  or  fraction  thereof,  where  exteuMon 
is  outside  of  premises  where  main  telephone  is  located. 

Tn  all  caees  where  residence  desk  telephones  are  installed,  the  rates 
shall  be  10  cents  per  month  in  excess  of  the  rate  as  above  stated. 


Sural  Lines. 

Gross  Desk 

Net  Diak 

Set  Only 

Set  0»ly 

$1  75 

$1  50 

Swltchinif  service   

50 

50 

Charitable  Inslitutiom.  , 

The  rate  for  this  I'lass  of  service  shall  be  the  same  as  that  of  the  corre- 
sponding rate  in  residence  service. 

The  above  service  sliall  apply  to  churches,  public  libraries,  public  and 
parochial  schools,  and  such  public  and  private  halls,  organizstions  and 
societies  as  are  not  in  any  way  operated  for  profit. 

Rates  for  Miscellaneous  Equipment. 

Per  Mouth,  Net 

Ordinary  extension  bells  with  switch $0  15 

Four  or  six  inch  extension  bells  with  switch 25 

Auxiliary  receiver 10 

.Joint  user  rate 1  00 

Additional  directory  listing  for  same  BiibscTibeT 25 

Moving  Charges. 
Outside  move  of  telephone  instrument  from   one  building 

apartment  or  ofBcp  to  another $2  00 

Inside  move  of  telephone  instrument  from  one  part  of  the 

same  premises  to  another 1  00 

For  changes  in  switchboard  wiring  and  office  records  made  neceeswy 
by  a  move  of  a  subscriber  and  no  suspen^on  of  service,  no  charge,  pro- 
viding such  change  is  not  made  more  than  once  per  year.  For  changes 
in  excess  of  one  year,  the  regular  ontside  move  rate  shall  apply. 
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Cancetkition  Charges, 
Fifty  cents  per  month  for  the  anexpired  part  of  the  first  year's  con- 
tmct  only. 

Private  Branett  Exekmge  Ratee. 

Cordites  Suitehboard:  Per  Month 

Board  equipped  with  2  tmnks  and  5  lines $3  00 

First  Ulking  tmnk : 2  50 

Second  tsltdng  tnink 2  26 

Generator  oirCTiit    1  00 

Kach  station  within  building 60 

Eaeh  station  outside  bnildiag 60 

Pins  25  cents  per  month  for  each  one-eighth  mile  of  line  or  fraction 
thereof. 

Stcitckboard  Reqmring  Operator:  Per  Month 

Board  equipped  with  5  trunks  and  30  lines $7  00 

Board  equipped  with  3  tranks  and  15  lines 5  00 

First  talking  tttink  to  either  hoard 2  50 

Second  talking  tmnk  to  either  board...... 2  25 

Reeeiving  tmnk  to  either  board 2  25 

EUtch  subsequent  tmnk  to  either  board 2  25 

Oenerator  cirenit  to  either  board 1  00 

Bach  station  to  either  board 60 

Pins  25  cents  per  one-eighth  mile  or  fraction  thereof  on  lines  to  tele- 
phones outside  of  building, 

The  above  P.  B.  X.  rates  apply  to  exchanges  within  one  and  one-half 
miles  of  the  central  olBxe.  Beyond  tiiia  distance  there  is  to  be  an  excess 
4>f  charge  of  50  cents  per  month  per  one-fonrth  mile  or  fraction  thereof. 
All  mtes  are  net  and  carry  a  penalty  of  25  cents  per  month,  per  trunk, 
if  not  paid  on  or  before  the  fifteenth  day  of  the  month  in  which  service 
is  being  given. 

The  gross  rate  shall  likewise  apply  on  all  exchange  rentals  paid  after 
the  fifteenth  day  of  the  month  in  which  service  is  given. 

This  order  may  become  effective  November  1,  1918. 
D^ted  at  Madison,  Wiaconain,  this  first  day  of  November, 
1918. 
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OAMAI>A. 
Board  of  Railway  CommissioiieTS. 

In  re  Application  op  The  Bell  Teljthone  Company  o? 
Canada,  ukder  Sections  247-248  of  the  Railway  Act, 
AND  Amendments  Thereto,  fob  an  Order  Allowing  It 
TO  Exercise  Its  Powers  of  Constructing,  Maintaining 
AND  Operating  Its  Lines  Installed  in  and  by  Under- 
ground Conduit  in  the  City  of  London,  Ontario.* 

FUe  No.  28948. 

Decidsd  November  13,  1918. 

In  Oraatliig  Aottioiity  to  Oonitrnct,  Maintiin  koA.  Opento  Ubm  in 

Oitr>  Board  ii  Without  Powor  to  Prorlde  for  0«ivenMtion  to 

ait7  for  th«  Um  of  Its  StnetK. 

Judgment. 

Application  is  made  by  The  Bell  Telephone  Company  of 
Canada  to  the  Board  for  an  order,  under  Sections  247  and 
248  of  the  Dominion  Railway  Act  and  amendments  thereto, 
allowing  said  company  to  exercise  its  powers  of  construct- 
ing, maintaining  and  operating  its  lines  of  telephone 
installed  in  and  by  underground  conduit  in,  the  following 
location  in  the  city  of  London,  Province  of  Ontario,  viz.: 
on  Talbot  street,  commencing  at  the  company's  manhole 
located  at  the  intersection  of  Talbot  and  Dandas  streets, 
in  the  city  of  London,  and  running  south  approximately  150 
feet  to  the  first  laneway  off  Talbot  street  running  east. 

As  bearing  on  the  merits  of  the  application,  The  Bell 
Telephone  Company  states  that  at  present  its  subscribers 
in  the  vicinity  of  the  proposed  work  are  furnished  service  by 
aerial  construction  on  Market  Square,  and  that  the  applica- 
tion to  the  city  of  Ijondon  was  for  the  purpose  of  placing 


*  Same  case  in  reports  of  the  Board  of  Railway  Comraisaionersi  for 
Canada,  Vol.  VIII.,  No.  18,  p.  426,  December  1,  1918. 
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an  TinderKround  branch  iti  the  lane,  prior  to  permanpnt 
paving  being  done;  and  that  the  installation  of  the  branch 
line  in  question  wll  do  away  with  the  at  present  existing 
aerial  construction. 

Application  in  this  matter  was  made  to  the  city  by  The 
Bell  Telephone  Company  for  permission  to  install  the  work 
in  question,  said  application  being  made  by  the  telephone 
company  under  date  of  August  8,  1918.  The  city,  under 
date  of  August  20,  notified  The  Bell  Telephone  Company 
that  it  was  willing  to  grant  the  request,  subject  to  the  super- 
vision of  the  city  engineer  and  the  Utilities  Commission  and 
without  prejudice  to  any  special  claim,  and  subject  to  the 
terms  of  the  resolution  referred  to  as  being  on  pages  156 
and  166  of  the  council  minutes.  Said  resolution  refers  to  a 
charge  by  way  of  compensation  for  the  use  of  the  said 


The  Bell  Telephone  Company's  application  to  the.Board, 
already  referred  to,  is  launched  because  the  company  is 
unwilling  to  take  the  permission  of  the  city  on  the  terms  as 
to  compensation  attached  to  it.  The  answer  of  the  city  to 
the  application  of  The  Bell  Telephone  Company  as  made  to 
the  Board  reads  as  follows : 

"  In  the  MatteT  of  the  Application,  File  No.  28948,  of  The  Bell  Tele- 
phone Company  of  Canada  for  an  Order  Allowing  it  to  Exerciie  '"(s 
Poicers  of  Cotislruetinn,  ifaintaininfi  and  Operating  its  Lines  of  Tele- 
phone ItiKtalled  in  and  by  Underground  Cnnduits  in  the  Citi)  of  London, 
Ont. 

The  city  of  London,  in  answer  to  the  said  application,  states: 

(1)  Tliat  the  council  of  the  corporation  of  the  city  of  London,  on  the 
fifteenth  day  of  April,  1918,  adopted  tlie  following  motion,  viz. : 

'That  the  corporation  of  the  city  of  London  proposes  ta  charge  and 
will  charge  the  said  company  with  an  annual  rental  or  sum  for  the  use 
and  occnpatiou  by  the  said  company  of  the  portion  of  the  highways  in  the 
said  city  of  London  upon  wh:ch  the  poles  of  the  said  company  are,  or  shall 
be  erected,  and  in  which  the  wires  or  conduits  of  the  said  company  are, 
or  shall  be,  carried  in  the  said  city  of  London  during  the  year  1918;  that 
the  said  chai^  for  the  said  poles  shall  be  computed  on  the  basis  of  25 
cents  per  month  for  each  portion  of  a  public  highway  in  the  said  city 
of  London  npon  wbieb  a  pole  of  the  said  company  is,  or  shall  be,  erected 
during  the  said  year;  that  the  said  charge  for  the  said  wires  or  conduits 
of  the  said  company  in  the  said  highways  in  whieh  the  wires  of  the  said 
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rimipany  atv,  or  shftll  be,  carried  during  the  said  year  be  25  CCdU  per 
month  for  each  100  lineal  feet  of  conduit  containing  or  capable  of  con- 
taining 50  -wires  or  less;  and  that  in  the  event  of  the  charges  for  tbe 
portion  of  the  highway  occupied  by  said  poles  and  by  the  said  wires  or 
conduits  not  amounting  in  the  said  year  to  the  eum  of  $5,000,  the  eba^e 
Hhall  be  the  sum  of  $5,000;  and  that  the  said  char)^  shall  be  payable 
half-yearly  in  advance  from  the  first  day  of  January,  1918,  tbe  first  pay- 
ment to  be  computed  from  tbe  first  day  of  Janoary,  1918,  and  to  be 
payable  immediately  after  the  giving  of  the  said  notice,  and  the  next 
payment  to  be  due  and  payable  on  the  first  day  of  July,  1918. 

That  in  the  event  of  The  Bell  Telephone  Company  of  Canada  not 
promptly  paying  the  rental  or  chai^fes  fixed  by  resolution  of  tbe  eouneil 
of  tbe  corporation  of  the  city  of  London  this  day,  the  clerk  of  the  corpo- 
ration of  the  city  of  London  be,  and  he  is  hereby,  instmcted  to  notify 
the  said  company  that  legal  proceedings  will  be  taken  to  collect  tbe  same.' 

(2)  That  on  August  20,  1918,  the  corporation  of  the  city  of  London 
granted  the  request  of  The  Bell  Telephone  Conipany  for  permission  to 
open  up  Talbot  street,  south  from  their  manhole  at  Dundas  street  to  the 
first  lancway  running  east,  subject  to  the  terms  of  the  resolution  passed 
on  the  fifteenth  day  of  April  above  recited. 

(3)  It  appears  to  us  that  the  only  issue  is  the  constitutional  li^t 
of  the  corporation  of  the  city  of  London  to  equitable  consideration  for 
value  given  to  the  company  in  the  matter  of  real  estate  used  for  revenue 
purposes. 

(4)  That  the  corporation  of  the  city  of  London,  submits  that  The 
Bell  Telephone  Company  is  not  an  eleemosynary  institution;  and  its  use 
of  the  conduits  in  question  will  be  for  commercial  purposes,  secnting 
revenue  to  tbe  company  from  citizens  of  London,  through  its  operation. 

(5)  The  corporation  of  the  city  of  London  further  submits  that  the 
lane  and  highway,  in  which  it  is  proposed  to  place  the  conduits,  is  wholly 
within  the  jurisdiction  of  this  corporation. 

(li)  The  corjjoration  of  the  city  of  London  claims  a  constitutional 
and  inalienable  right  to  demand,  and  to  receive,  an  equitable  considem- 
tion  for  the  value  of  real  estate,  which  is  the  property  of  this  mnni- 
cipality,  required  for  commercial  purposes,  such  as  conduits  and  poles, 
by  The  Bell  Telephone  Company. 

(7)  That  the  corporation  of  the  city  of  London  submits  that  the 
resolution  recited  in  Clause  1  hereof  is  a  reasonable  and  fair  resolution 
for  consideration,  and  further  begs  to  submit  that  its  enforcement  is,  in 
no  sense,  beyond  the  constitutional  and  inalienable  rights  of  this  muni- 
cipality, nor  is  it  a  violation  of  any  legitimate  rights  of  The  Bell  Tele- 
phone Company. 

(8)  Attached  hereto  is  a  copy  of  a  resolution  adopted  by  the  Ontnrio 
Municipnl  As.sociation  in  Toronto  on  August  30,  1918. 
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The  corporation  of  the  city  of  London  respectfully  submits  tlint  the 
company  has  no  gronnd  for  making  such  application  as  is  embodied  in  its 
commonication  to  your  Board  on  October  8,  and  is  not  entitled  to  any 
relief  6uch  as  it  requests  your  Board  to  order  on  its  behalf." 

It  appears  that  there  is  no  Tjuestion  as  to  the  merits  of 
the  work.  The  only  material  point  outstanding  is  as  to  the 
right  of  compensation.  The  method  of  supervision  of  the 
construction  of  the  work  is  subject  to  an  apparently  minor 
exception  on  the  part  of  The  Bell  Telephone  Company. 

In  the  correspondence  between  the  city  and  The  Bel! 
Telephone  Company,  antedating  the  application  of  the 
latter  party  to  the  Board,  the  city  provided  that  the  work 
should  be 

"  snbject  to  the  supervision  of  the  city  engineer  and  the  Utilities  Com- 
mission and  without  prejudice  to  any  special  claim." 

This,  is  not  recited  in  the  answer  as  filed  with  the  Board 
and  above  set  out.  The  telephone  company,  in  its  applica- 
tion to  the  Board,  in  dealing  with  the  question  of  super- 
vision uses  the  following  language : 

"In  so  far  as  the  other  conditions  are  concerned,  we  are  required  'a 
any  event  to  do  our  work  under  the  supervision  of  the  city  engineer,  or 
other  dnly  appointed  official,  and  we  cannot  do  other  than  to  perform 
this  work,  without  prejudice  to  any  claim  which  the  city  may  have.  We 
do  not  nnderstand  what  constitutes  the  supervision  of  the  Utilities  Com- 
miaaion,  but  we  do  consider  ourselves  subservient  to  no  official  or  cor- 
porate body  other  than  those  specifically  mentioned  in  the  Statutes,  to 
whose  terms  we  are  subject." 

The  city,  in  support  of  its  opposition  to  the  application 
as  launched  by  the  telephone  company,  files  a  by-law  of  the 
city  of  Three  Rivers,  which  deals  with  a  tax  which  is  appar- 
ently imposed  upon  each  and  every  pole  of  The  Bell  Tele- 
phone Company  in  that  city.  The  conditions  under  which 
this  tax  is  imposed  are  not  developed,  nor  is  it  indicated 
how  the  fact  that  a  tax  is  paid  in  this  instance  has  any  bear- 
ing on  the  powers  of  the  Board  under  Sections  247  and  24JS 
of  the  Railway  Act. 
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'_( 
The  resolution  of  the  Ontario  Municipal  Association 
which  the  city  of  London  files,  and  which  is  therei'oro 
regarded  as  material  to  its  presentation  of  the  case,  takes 
the  position,  in  substance,  that  existing  legislation  is  defec- 
tive in  that  it  does  not  provide  that  there  shall  be  compensa- 
tion. The  material  portion  of  the  resolution  so  far  as  this 
phase  of  the  matter  is  concerned  reads 


1.  ■  ■  •  •  •  •  y,jg  jgjg  convention  of  the  Ontario  Uunicipal  Asaot^'a- 
tion,  reaffirms  its  resolution  on  record,  adopted  at  its  annual  oonvention  in 
1917,  in  regard  to  this  matter  and  ttgain  reqneats  '  the  Dominion  Goveni- 
ment  to  have  sncb  legislation  enacted  as  will  define  the  absolute  right  of 
the  municipal  councils  to  control  their  streets  for  local  services  and  com- 
pel The  Bell  Telephone  Company  of  Canada  to  pay  every  munieipalily 
whose  streets  they  use  such  terms  as  may  he  agreed  upon  beltceen  thtm. 
or  in  the  absence  of  such  t^reement  such  sum  as  the  honourable  thp 
Board  of  Railway  Commissioners  for  Canada  shall  fix  and  determine.' " 

The  Board  in  the  application  of  the  City  of  Windsor  v. 
The  Bell  Telephone  Company'  Board's  File  28207,  decided 
that  the  Board  was  without  power  to  make  compensation  a 
term  of  the  order.  The  matter  was  also  gone  into  in  thi- 
case  of  The  Bell  Telephone  Company  v.  The  City  of 
Ottawa,]  board's  File  20191.2.  In  this  application  wac 
involved  the  question  of  certain  rearrangements  of  The 
Bell  Telephone  Company's  lines  in  the  city  of  Ottawa  by 
underground  construction.  The  real  objection  to  what  wa? 
proposed  was  based  on  the  ground  that  the  telephone  com- 
pany was  seeking  to  carry  on  its  work  without  paying  for 
the  use  of  the  city's  highways.  The  city  solicitor  in  put- 
ting forth  his  contention  used  the  following  langufige: 

"  We  are  in  the  position  that  we  are  owners  in  freehold  of  this  property 
-which  this  company  asks  the  right  to  ose  for  their  own  purposes.  This 
is  not  a  question  of  conflict  between  provincial  and  Dominion  jurisdiction 
or  severance  of  powers  or  anything  of  that  kind.  There  is  no  doubt 
about  the  complete  rights  which  the  Province  has  to  establish  muni- 
<!ipalitips  and  confer  powers  upon  them,  and  one  of  the  powers  wh>h  it 

*  See  Commission  Leaflet  No.  76,  p.  889. 
f  See  Commission  Leaflet  No.  75,  p.  585. 
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has  givea  them,  broader  than  the  powers  wbi^  lued  to  obtain,  is  com- 
plete ownership  in  tbe  hij^ways." 

The  city  of  London  in  its  answer  submits 

"  that  the  company  has  no  ground  for  making  such  application  *  ■  * 
and  is  not  entitled  to  any  relief  such  as  it  requests  your  Board  to  order 
on  its  hehalf." 

It  was  pointed  out  in  the  Ottawa  City  Case  that  where  the 
matter  of  construction,  maintenance  or  operation  of  a  line 
of  telephone  upt>n,  along,  across,  or  under  a  highway  had 
been  taken  np  with  a  municipality  in  the  first  in8tan.ce  and 
that  its  consent  could  not  be  obtained 

"  otherwise  than  snhjeet  to  conditions  not  acceptable  to  the  company  " 

an  application  might  be  made  by  the  company  to  the  Board. 
That  is  to  say,  the  right  of  the  company  to  make  just  such 
an  application  as  is  herein  involved  is  specifically  covered 
by  the  Railway  Act. 

The  decision  of  the  Board  in  the  Ottawa  City  Co^e  that 
no  power  was  conferred  upon  the  Board  to  make  compensa- 
tion a  tcnn  of  the  order  applies  here. 

Some  portions  of  what  has  been  set  out  while  material 
to  the  history  of  the  application  are  not  material  as  bearing 
on  the  interpretation  of  the  Section.  The  question  of 
whether  the  Railway  Act  should  be  so  worded  as  to  main- 
tain the  rights  above  referred  to  is  one  on  which  Parliament 
has  the  final  authority  to  speak.  The  Board's  function  is 
to  interpret  and  administer  the  Act  as  it  finds  it.  This  is 
a  proposition  so  elementarj'  that  it  is  often  forgotten. 

The  parties  being  agreed  on  the  merits,  the  order  may 
go.  There  is  apparently  no  real  diffieulty  as  to  the  method 
of  supervision  suggested.  If,  however,  any  question  does 
arise,  the  matter  will,  on  notification  to  the  Board,  be  dealt 
with  by  the  Board's  electrical  engineer. 

The  Chief  Commissioner  and  Commiosioner  Boyce 
concurred. 

November  13, 1918. 
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ONTARIO. 
The  Railway  and  Municipal  Board. 

In  re  Application  op  H.  C  Layman,  Trading  as  The  Sodth 
GJosFiELD  Telephone  Company,  Etc. 

P.  P.  4790. 

Decided  October  1,  1918. 

Xnonue  in  BkU  Anthoiind,  SnbjKt  to  Oontnkct  With,  oi  Br-Uw  of, 

Tomuhip  —  6  Par  Oant.  Fixed  foi  Bowve  for  Dapndation 

—  Hetliod    of    WanHiim    RatMTTe    for    Doprodfttioii 

PlMClitMd. 

Obder. 

Upon  the  application  of  the  above  named  applicant,  upon 
hearing  the  evidence  adduced  on  behalf  of  all  parties,  upon 
reading  statement  of  assets  and  liabilties,  receipts  and  dis- 
bursements, and  other  material  filed, 

The.  Board  orders,  Subject  to  the  several  conditions  pre- 
scribed in  this  order,  that  the  application  of  the  above 
named  applicant  be,  and  tlie  same  is  hereby,  approved  in  so 
far  as  the  increased  tariff  charge  of  $15.00  per  annum  may 
be  applicable  to  those  subscribers  who  are  resident  in  any 
township  where  such  tariff  charge  is  not  inconsistent  with 
any  by-law  in  force  in  any  such  township  or  with  the  terms 
of  any  valid  agreement  between  any  such  township  and  the 
applicant. 

And  the.  Board  further  orders 

1.  That,  for  the  purpose  of  providing  a  fund  to 
meet  the  cost  of  the  renewal  of  its  plant  and  equip- 
ment, the  applicant  shall  on  December  31,  1918,  and 
each  year  thereafter,  set  aside  out  of  its  earnings  a 
fum  equal  to  not  less  than  5  per  cent,  of  the  total  value 
of  the  plant  and  equipment  used  in  the  applicant's  busi- 
ness on  December  31  in  each  such  year.  The  fund  so 
provided  shall  be  applied  exclusively  to  the  cost  of  renew- 
ing such  portion  of  the  said  plant  and  equipment  as  may 
514 
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from  time  to  time  be  rendered  necessary  by  depreciation 
or  obsolescence,  and  after  deducting  therefrom  such- 
amounts  as  may  have  been  so  expended  in  any  one  year  the 
residual  Mnonnt  shall  be  placed  on  deposit  in  a  chartered 
bank,  as  a  separate  account,  or  may  be  temporarily  used 
in  the  purchase  of  such  securities  as  the  Board  may  approve 
of  until  the  exigencies  of  the  applicant's  busiijess  renders 
necessary  the  application,  as  aforesaid,  of  such  fund  or  any 
portion  thereof. 

2.  That  the  applicant  shall,  on  or  before  the  fifteenth  day 
of  January  in  each  year,  furnish  the  Board  with  a  report 
setting  forth:  (a)  the  total  amount  standing  at  the  credit 
of  the  fund  referred  to  in  Clause  1  hereof  on  the  thirty-first 
day  of  December  in  the  preceding  year;  (b)  the  amount  of 
such  fund  which  has  been  temporarily  used  in  the  purchase 
of  securities;  (c)  the  names  and  values  of  the  securities  so 

,  purchased,  together  with  (d)  a  certified  statement  from 
the  bulk  in  which  the  fund  is  deposited,  showing  the  amount 
standing  at  the  credit  of  such  fund  on  the  last  named  date. 

3.  That  the  applicant  shall  keep  in  such  form  as  the 
Board  may  approve  separate  records  of  all  expenditures 
upon  the  construction,  operation,  maintenance  and  renewal 
of  its  plant  and  equipment,  and  shall  furnish  such  informa- 
tion in  regard  thereto  as  the  Board  may  deem  necessary  in 
order  to  satisfy  the  Board  that  the  provisions  of  the  two 
next  preceding  clauses  are  being  carried  out. 

The  Board  makes  no  order  for  costs,  save  and  except  that 
the  applicant  shall  pay  $10.00  for  the  law  stamps  required 
for  this  order." 

October  1, 1918. 


*  The  Etsilway  and  MnnicipfU  Board  also  entered  the  following  aimilBr 
orders,  ewh  of  which  provided  for  an  increase  in  rates  and  a  reserve 
for  depreciation  of  5  per  cent.: 

/ft  re  Application  of  The  Yarmouth  Rural  Telephone  Compang, 
Limited,  for  Authority  to  Increase  Charges,  P.  F.  4860,  October  9,  1918; 

/«  re  Application  of  The  Byron  Telephone  Company,  Limited,  etc.. 
P.  F.  4826,  October  9,  1B18; 

In  re  Application  of  P.  F.  Quintan,  E»q.,  M.  D.,  for  Authority  to 
Increaie  hi$  Charpt  for  Telephone  Service,  P.  F.  4982,  October  26,  1918. 
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The  Commissionebs  for  thb  Telephone  System  of  the 
Municipality  of  Cbamahe  v.  The  Commissionebs  for 
THE  Telephone  System  of  the  MirNicrPAUTY  of  Pebcy. 
P.  F.  4934. 

Decided  October  9,  1918. 

Berarul  of  Toll  Oharges  Ordered  —  Division  of  Rftto  Ibdo  itp(»  uma 
BmU  u  if  OallB  were  not  Beversed  —  Toll  Kfttea  Fiewxibed. 

Obdeb. 

Upon  the  application  of  the  above  named  applicants  and 
respondents,  and  upon  hearing  the  evidence  adduced  on 
behalf  of  the  applicants  and  respondents, 

The  Board  orders' 

1.  That  the  toll  charge  to  the  subscribers  of  the  telephone 
system  of  the  applicants  and  respondents  for  each  conver- 
sation of  three  minutes'  duration,  originating  upon  the  cir-. 
cuits  of  the  applicants'  telephone  system  which  are  con- 
nected upon  the  switchboard  at  Castleton,  and  terminating 
upon  circuits  of  the  respondents'  telephone  system  which 
are  coniiectt'd  upon  the  switchboard  at  Warlcft'orth,  shall  be 
5  cents. 

2.  That  the  toll  charge  to  the  subscribers  of  the  tele- 
phone systems  of  the  applicants  and  respondents  for  each 
conversation  of  three  minutes'  duration,  originating  upon 
the  circuits  of  the  respondents'  telephone  system  which  are 
connected  upon  the  switchboard  at  Warkworth,  and  termi- 
nating upon  the  circuits  of  the  applicants'  telephone  system 
which  are  connected  upon  the  switchboard  at  Castleton, 
shall  be  5  cents. 

3.  That  for  each  conversation  provided  for  in  Para- 
graphs 1  and  2  hereof  which  exceeds  three  minutes'  dura- 
lioii  there  sliall  be  an  additional  charge  of  2  cents  per 
miiiute  for  t  ach  minute  in  excess  of  three  minutes. 

4.  That  the  applicants  and  respondents  shall,  when 
requested  so  to  do  by  the  subscribers  of  the  system  upon 
which  the  conversation  terminates,  reverse  the  charge  for 
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such  conversation,  in  which  event  the  Commissioners  for 
the  said  system  shall  collect  the  charge  for  such  conversa- 
tion at  the  rates  provided  herein  and  shall  remit  to  tiie 
Commissioners  of  the  system  upon  which  the  conversation 
originates  such  portion  of  such  charge  as  would  haye 
accrued  to  the  later  system  if  such  conversation  had  been 
originated  by  a. subscriber  to  the  last  named  system. 

The  Board  Wiakes  no  order  for  costs,  save  and  except  that 
the  respondent  shall  pay  $10.00  for  the  law  stamps  required 
for  this  order. 

October  9,  1918. 


In  re  Application  of  The  Dunspord  Telephone,  Light  and 
Power  Company,  Limited,  foe  Authority  to  Increase 
Charges. 

P.  F.  4932. 

Decided  October  26,  1918. 

Increaae  in  Bural  Fart?  UiM  Bat«B  Anthotiaod,  Snb}«ct  to  ExisthiE 
Oontracto  —  Collection  of  ' '  Proprietor's  "  or  "  OtLer  Line  ' ' 
Charges  npon  Toll  Mesuges  Ordered  Discontinued  — 
6    Per    Cent.    Fixed    for    Beserve    for    De- 
preciation. 


Upon  the  application  of  the  above  named  applicant,  upon 
hearing  the  evidence  adduced  on  behalf  of  all  parties,  upon 
reading  statement  of  assets  and  liabilities,  receipts  and 
disbursements,  and  other  material  filed. 

The  Board  orders,  That  the  applicant,  The  Dunsford 
Telephone,  Light  and  Power  Company,  Limited,  be  author- 
ized to  charge  the  following  rates  for  telephone  service: 

For  Rural  forty  Line  Service:  Per  Annum 
To  eaeh  subscriber  whose  line  terminates  upon  tlie  switch- 
board of  (he  aijplii'ant  at  Dunsford $12  50 

To  entli  subscriber  whose  line  terminates  upon  the  switch- 
hoard  of  The  Bell  Telephone  Company  of  Canada,  Limited, 
at  E 
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And  the  Board  further  orders 

1.  That  the  aforesaid  increased  tariff  charges  to  sub- 
scribers whose  lines  terminate  upon  the  switchboard  of  The 
Bell  Telephone  Company  of  Canada,  Limited,  at  Bobcay- 
geon,  shall  be  subject  to  the  terms  of  any  contracts  which 
may  exist  between  the  said  subscribers  to  the  applicant's 
system  and  the  applicant,  and  shall  only  take  effect  upon 
the  expiration  of  such  contracts  as  thfey  may  be  terminated 
from  time  to  time. 

2.  That  the  applicant  shall  not  charge  or  collect  any 
Other  Line  or  Proprietor's  charge  upon  long  distance  con- 
versations or  messages  originating  or  terminating  upon  the 
system  of  the  applicant. 

3.  That,  for  the  purpose  of  providing  a  fund  to  meet  the 
cost  of  the  renewal  of  its  plant  and  equipment,  the  appli- 
cant shall  on  December  31,  1919,  and  each  year  thereafter, 
set  aside  out  of  its  earnings  a  sum  equal  to  not  less  than 
5  per  cent,  of  the  total  value  of  the  plant  and  equipment  used 
in  the  applicant's  business  on  December  31  in  each  such 
year.  The  fund  so  provided  shall  be  applied  exclusively  to 
the  cost  of  renewing  sucii  portion  of  the  said  plant  and 
equipment  as  may  from  time  to  time  be  rendered  necessary 
by  depreciation  or  obsolescence,  and  after  deducting  there- 
from such  amount  as  may  have  been  so  expended  in  any 
one  year  the  residual  amount  shall  be  placed  on  deposit  in 
a  chartered  bank,  as  a  separate  account,  or  may  be  tempo- 
rarily used  in  the  purchase  of  such  securities  as  the  Board 
may  approve  of  until  the  exigencies  of  the  applicant's  busi. 
ness  renders  necessary  the  application,  as  aforesaid,  of 
such  fund  or  any  portion  thereof. 

4.  That  the  applicant  shall,  on  or  before  the  6fteentb  day 
of  January  in  each  year,  furnish  the  Board  with  a  report 
netting  forth:  (a)  the  total  amount  standing  at  the  credit 
of  the  fund  referred  to  in  Clause  3  hereof  on  the  thirty-first 
day  of  December  in  the  preceding  year;  (b)  the  amount  of 
such  fund  which  has  been  temporarily  used  in  the  purchase 
of  securities;  (c)  the  names  and  values  of  the  securities  so 
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purchased,  together  with  (d)  a  certified  statement  from  the 
bank  in  which  the  fund  is  deposited,  showing  the  amount 
standing  at  tiie  credit  of  such  fund  on  the  last  named  date. 

5.  That  the  applicant  shall  keep  in  such  form  as  the  Board 
may  approve  separate  records  of  all  expenditures  upon  the 
construction,  operation,  maintenance  and  renewal  of  its 
plant  and  etiuipment,  and  shall  furnish  such  information 
in  regard  thereto  as  the  Board  may  deem  necessary  in.order 
to  satisfy  the  Board  that  the  provisions  of  the  two  next 
preceding  clauses  are  being  carried  out. 

The  Board  makes  no  order  for  costs,  save  and  except 
that  the  applicant  shall  pay  $10.00  for  the  law  stamps 
required  for  this  order. 

October  26,  1918. 


In  re  Appm('ation  of  The  Dunwich  and  Button  Tele- 
phone Company,  Limited,  Etc. 

P.  F.  4980. 

Decided  October  26,  1918. 

hicrwe  in  Bsral  Pu^  Line  Bates  Aatborised  —  Discrimination  in 

Favor  of  Stock]i<dden  Eliminated  —  Oompanr  Ordered  to  IHs- 

Gontinnfl  Penalties  for  Breach  of  Bnlei  and  Bepilatlona  — 

5  Per  Cent.  Fixed  for  Besenre  for  Depreciation  —  Ool- 

Isction    of    ' '  Other    lone  "    or    "  Proprietor's  ' ' 

Oharce    on    Toll    Messages    Ordered    Discon- 

tinoed  —  Hethod  of  Handling  Beserre  for 

Depreciation  Prescrlhed. 

Order. 

Upon  the  application  of  the  above  named  applicant,  upon 
hearing  the  evidence  adduced  on  behalf  of  all  parties,  upon 
reading  statement  of  assets  and  liabilities,  receipts  and  dis- 
bursemt'uts,  and  other  material  filed, 

The  Board  orders,  That  the  applicant.  The  Dunwich  and 
Dutton  Telephone  Company,  Limited,  be  authorized  to 
charge  the  following  rates  for  telephone  service: 
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Far  Rural  Pariy  Line  Service:  Per  Anttum 

To  each  sabsoribcr  who  fnmish(!s  his  own  telephone $11  25 

To  each  subscriber  for  whon)  the  company  fnrnishes  the 

entire  eqaipmeat 17  5") 

These  charges  to  he  aabject  to  a  discount  oi  20  per  cent,  on  ail  amoonU 
paid  within  sixty  days  from  the  date  of  rendering  the  account  for  same. 

And  the  Board  further  orders 

1.  That  the  applicant  shall  not  charge  or  collect  any  Other 
Line  or  Proprietor's  charge  upon  long  distance  eonversa- 

.tions  or  messages   originating  or   terminating  upon   the 
system  of  the  applicant. 

2.  That  the  applicant  shall  discontinue  the  practice  of 
imposing  and  collecting  penalties  upon  its  subscribers  for 
alleged  breaches  of  applicant's  rules  and  regulations. 

3.  That,  for  the  purpose  of  providing  a  fund  to  meet  the 
cost  of  the  renewal  of  its  plant  and  equipment,  the  appU- 
cant  shall  on  December  31,  1919,  and  each  year  thereafter, 
set  aside  out  of  its  earnings  a  sum  equal  to  not  less  than 
5  per  cent,  of  the  total  value  of  the  plant  and  equipment 
used  in  the  applicant's  business  on  December  31  in  each 
such  year.  The  fund  so  provided  shall  be  applied  exclu- 
sively to  the  cost  of  renewing  such  portion  of  the  said  plant 
and  equipment  as  may  from  time  to  time  be  rendered  nec- 
essary by  depreciation  or  obsolescence,  and  after  deducting 
therefrom  such  amounts  as  may  have  been  expended  in  any 
one  year  the  residual  amount  shall  be  placed  on  deposit  in 
a  chartered  bank,  as  a  separate  account,  or  may  be  tempo- 
rarily used  in  the  purchase  of  such  securities  as  the  Board 
may  approve  of  until  the  exigencies  of  the  applicant's  busi- 
ness renders  necessary  the  application,  as  aforesaid,  of 
such  fund  or  any  portion  thereof. 

4.  That  the  applicant  shall,  on  or  before  the  fifteenth  day 
of  January  in  each  year,  furnish  the  Board  with  a  report 
setting  forth:  (a)  the  total  amount  standing  at  the  credit 
of  the  fund  referred  to  in  Clause  3  hereof  on  the  thirty-first 
day  of  December  in  the  preceding  year;  (b)  the  amount  of 
such  fund  which  has  been  temporarily  used  in  the  purchase 
of  securities;  (c)  the  names  and  values  of  the  securities  so 
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parehased,  together  with  (d)  a  ctrtrfipd  statement  from  the 
bank  in  which  the  fund  is  deposited,  showing  the  amount 
standing  at  the  credit  of  such  fund  on  the  last  named  date. 

5.  That  the  applicant  shall  keep  in  such  form  as  the  Board 
may  approve  separate  records  of  all  expenditures  upon  the 
construction,  operation,  maintenance  and  renewal  of  its 
plant  and  equipment,  and  shall  furnish  such  information 
in  regard  thereto  as  the  Board  may  deem  necessary  in  order 
to  satisfy  the  Board  that  the  provisions  of  the  two  next 
preceding  clauses  are  being  carried  out. 

And  the  Board  makes  no  order  for  costs,  save  and  except 
that  the  applicant  shall  pay  $10.00  for  the  law  stamps 
required  for  this  order. 

October  26,  1918. 


In  re  Appucation  of  The  Burnt  River  Telephone  Com- 
pany, Limited,  fob  Althoeity  to  Increase  Charges. 
P.  P. 5001. 

Decided  October  26,  1918. 

Jaatam  in  Bvral  Fwtr  LiiH  lUtes  Anthorlsed  —  OoUecUon  of  Pro- 

prletoT'B  Charge  on  Toll  Heasagee  Anthomod  —  6  Par  Cent. 

Pizsd    for    B«Mrv«    for    DflpracUtion  —  Method    of 

Handling  B«86rv«  foi  Depreciation  Prescrihed 

—  Beporta   on  Long   Distance  Hea- 

■a«M  Oidered  FOsd. 

Order. 

Upon  the  application  of  the  above  named  applicant,  upon 
hearing  the  evidence  adduced  on  behalf  of  all  parties,  upon 
reading  statement  of  assets  and  liabilities,  receipts  and  dis- 
bursements, and  other  material  filed. 

The  Board  orders,  That  the  applicant,  The  Burnt  River 
Telephone  Company,  Limited,  be  authorized  to  charge  the 
following  rates  for  telephone  service: 

For  Rural  Party  Line  Service:  Per  Annum 

To  each  snbeeriber  who  furnishes  his  own  telephone $10  00 

To  each  subscriber  for  whom  the  company  famishes  the 

entire  equipment 14  00 
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And  the  Board  further  ordert< 

1.  That  the  applicant  shall  charge  and  collect  upon  each 
long  distance  conversation  and  message  originating  upon 
the  applicant's  system  the  Proprietor's  charge  of  15  cents 
provided  for  in  Clause  8  of  the  connecting  agreement 
between  The  Bell  Telephone  Company  of  Canada,  Limited, 
and  The  Burnt  River  Telephone  Company,  Limited,  dated 
September  16,  1914. 

2.  That  applicant  shall,  not  later  than  April  30,  July  31, 
October  31,  1918,  and  February  1, 1919,  file  with  the  Board 
a  statement  showing  the  number  of  long  distance  conversa- 
tions and  messages  originating  and  terminating  upon  the 
applicant's  system  during  the  three  months  preceding  the 
month  in  which  such  statement  is  prepared,  and  stating  the 
total  amount  charged  and  collected  by  the  applicant  in  pay- 
ment of  the  Proprietor's  charge  upon  such  long  distance 


3.  That,  for  the  purpose  of  providing  a  fund  to  meet  the 
cost  of  the  renewal  of  its  plant  and  equipment,  the  appli- 
cant shall  on  December  31,  1919,  and  each  year  thereafter, 
set  aside  out  of  its  earnings  a  smn  equal  to  not  less  than  5 
per  cent,  of  the  total  value  of  the  plant  and  equipment  need 
in  the  applicant's  business  on  December  31  in  each  such 
year.  The  fund  so  provided  shall  be  applied  exclusively  to 
the  cost  of  renewing  such  portion  of  the  said  plant  and  equip- 
ment as  may  from  time  to  time  be  rendered  neeessarj'  hy 
depreciation  and  obsolescence,  and  after  deducting  there- 
from such  amounts  as  may  have  been  so  expended  in  any 
one  year  the  residual  amount  shall  be  placed  on  deposit  in 
a  chartered  bank,  as  a  separate  account,  or  may  be  tempo- 
rarily used  in  the  purchase  of  such  securities  as  the  Board 
may  approve  of  until  the  exigencies  of  the  applicant's  busi- 
ness renders  necessary  the  application,  as  aforesaid,  of  such 
fund  or  any  portion  thereof. 

4.  That  the  applicant  shall,  on  or  before  the  fifteenth 
day  of  January  in  each  year,  furnish  the  Board  with  a 
report  setting  forth:  (a)  the  total  amount  standing  at  the 
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credit  of  the  fund  referred  to  in  Clause  3  hereof  on  the 
thirty-first  day  of  December  in  the  preceding  year;  (b)  the 
amount  of  such  fund  which  has  been  temporarily  used  in 
the  purchase  of  securities;  (c)  the  names  and  values  of  the 
securities  so  purchased,  together  with  (d)  a  certified  state- 
ment f  roiu  the  bank  in  which  the  fund  is  deposited,  showing 
the  amount  standing  at  the  credit  of  such  fund  on  the  last 
named  date. 

5.  That  the  applicant  shall  keep  in  such  form  as  the  Board 
may  approve  separate  records  of  all  expenditures  upon  the 
construction,  operation,  maintenance  and  renewal  of  its 
plant  and  equipment,  and  shall  furnish  such  information 
in  regard  thereto  as  the  Board  may  deem  necessary  in  order 
to  satisfy  the  Board  that  the  provisions  of  the  two  next 
preceding  clauses  are  being  carried  out. 

The  Board  makes  no  order  for  costs,  save  and  except 
that  the  applicant  shall  pay  $10.00  for  the  law  stamps 
required-  for  this  order. 

October  26,  1918. 
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Railroad  Oonuidssion. 

in  re  Applicatiok  op  The  Pacific  Telephoke  and  Tele- 
graph Company,  Sacbamento  Valley  Telephone  Com- 
pany, The  Home  Telephone  and  Telegraph  Company 
OF  Pasadena,  Ontabio  and  Upland  Telephone  Com- 
pany AND  Southern  California  Telephone  Company 
FOB  AN  Order  Approvinq  Certain  Chakges  and 
Authorizing  the  Fllinq  of  Rate  Sheets. 

Application  No.  4091  —  Decision  No.  5927. 

Decided  November  19,  1918. 

Inrtallation  and  Hovliig  Obu-geB  EstabliatLed  by  Postmaster  Oeuflral 

Anthoriwd   to   Become  EflectiTe  Teo^orarily,  in  Tier  of  War 

Condltiona. 

Opinion  and  Order. 

The  Pacific  Telephone  and  Telegraph  Company,  Sacra- 
mento Valley  Telephone  Company,  The  Home  Telephone 
and  Telegraph  Company  of  Pasadena,  Ontario  and  Upland 
Telephone  Company  and  Southern  California  Telephone 
Company  filed  herein  their  joint  application  asking  this 
Commission  to  make  an  ex  parte  order  approving  an  order 
made  by  the  Postraater  General  of  the  United  States  effec- 
tive September  1,  1918,  known  as  Bulletin  No.  5  (Ch-der 
No.  1931),  which  order  is  as  follows : 

"Owii^  to  the  necessity  for  conserving;  labor  and  material  and  to 
eliminate  a  cost  which  is  now  borne  by  the  permanent  user  of  the  tele- 
phone, a  readiness  to  serve  or  installation  charge  will  be  made  on  and 
after  September  1,  1918,  for  all  new  installations;  also  a  charge  for  all 
chaises  in  location  of  telephones. 

Installation  charges  to  be  as  £<^owb: 

^here  the  rate  is  $2.00  a  month  or  less $5  00 

Where  the  rate  is  more  than  $2.00,  but  not  exceeding  $4.00  a 

month 10  00 

Where  the  rate  is  more  than  $4.00  a  month 15  00 

525 
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[C.L 
The  moving  charge  to  the  snbscriber  will  be  the  actual  cost  of  labor  and 
material  necessary  for  making  the  change. 

In  accordance  with  Bulletin  No.  2,  issued  by  me  August  1,  1918,  stating 
that  '  until  further  notice  the  telegraph  and  telephone  companies  shall 
continue  operation  in  the  ordinary  course  of  business  through  regular 
channels,'  in  all  cases  where  rate  adjustments  are  pending  or  immediatel;; 
necessary,  they  should  be  taken  up  by  the  company  involved  through  thf 
usual  channels  and  action  obtained  wherever  possible.  In  all  cases,  how- 
ever, where  rates  are  changed,  such  changes  should  be  submitted  to  me 
for  approval  before  being  placed  in  effect." 

and  which  order  was  thereafter,  to-wit,  on  September  14, 
1918,  by  supplementary  Bulletin  No.  8  of  the  Postmaster 
General  modified. 

On  August  12,  1915,  the  Railroad  Commission  made  its 
order  and  decision  No.  268&*  establishing  eighteen  rules  to 
be  followed  by  water,  gas,  electric  and  telephone  utilities  in 
the  matter  of  service  charges,  service  connections  and  exten- 
sions. The  order  provided  that  it  should  become  eflfective 
on  October  11,  1915. 

Prior  to  October  11,  1915,  a  number  of  petitions  for 
I'ehearing  were  filed,  and  thereafter  an  order  No.  2879t  was 
made  on  petition  for  rehearing,  which  last  orderf  became 
effective  on  December  1, 1915. 

In  the  proceedings  last  referred  to,  the  Commission  made 
a  most  comprehensive  and  thorough  investigation  and 
inquiry  into  the  matter  of  service  charges,  service  con- 
nections and  extensions.  Many  public  hearings  had  been 
had,  exhibits  filed,  and  interested  parties  of  the  utilities 
and  representatives  of  consumers  and  patrons  presented 
very  fully  their  views.  In  addition  thereto,  the  different 
departments  of  the  Commission  made  separate  investi- 
f2:ations  and  reports  pertaining  to  the  inquiry. 

Little  or  no  complaint  has  been  had  from  any  source 
since  the  inauguration  of  the  rules  provided  for  by  said 
decisionf,  and  it  is  the  opinion  of  the  Commission  that 
practically  all  of  the  difficulties  which  said  decisionf  aimed 
to  correct  were  corrected  thereunder. 

"  See  Commission  Leaflet  No.  49,  pp.  287,  333. 
t  See  Commission  Leaflet  No.  49,  pp.  327,  333. 
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Were  it  not  for  what  we  are  convinced  should  be  recog- 
nized as  the  all-controlling  reason  for  departure  or  modifica- 
tion thereof,  we  woohl  be  unwilling  at  this  time  to  set  aside 
or  modify  such  rules  or  to  approve  any  modification  thereof. 
For  reasons  hereinafter  stated,  however,  the  Commission 
feels  that  the  application  should  be  granted.. 

On  July  13, 1918,  the  Senate  of  the  United  States  passed 
the  following  resolution: 

"  Resolved,  that  the  President  daring  the  continuance  of  the  present 
war,  is  authorized  and  empowered,  whenever  he  shall  deem  it  necessary 
for  the  national  security  or  defense,  to  snpervise  or  to  take  possession  and 
control  of  any  telegraph,  telephone,  marine  cable,  or  radio  system  or 
systetis,  or  any  part  thereof,  and  to  operate  the  same  in  such  manner  as 
may  be  needful  or  desirable  for  the  duration  of  the  wur,  which  supervision, 
possession,  control,  or  operation  shall  not  extend  beyond  the  date  of  the 
proclamation  by  the  President  of  the  exchange  of  ratifications  of  the  treaty 
of  peace; 

Provided,  that  just  compensation  shall  be  made  for  such  supervision^ 
possession,  control,  or  operation  to  be  determined  by  the  President;  and 
if  the  amount  thereof,  so  determined  by  the  President,  is  unsatisfactory 
to  the  person  entitled  to  receive  the  same,  such  person  shall  be  paid 
s*venty-five  per  cent,  of  the  amount  so  determined  by  the  President  and 
shall  be  entitled  to  sue  the  United  States  to  recover  such  further  suni  as, 
added  to  said  seventy-five  per  cent,  will  make  up  such  aniount  as  will  he 
just  compensation  therefor,  in  the  manner  provided  by  Section  24,  Para- 
graph 20,  and  Section  145  of  the  judicial  code; 

Provided,  further  that  nothing  in  this  Act  shall  be  construed  to  amend, 
repeal,  impair,  or  affect  existing  laws  or  powers  of  the  States  in  relation 
to  taxes  or  the  lawful  police  regulations  of  the  several  States  except 
wherein  such  laws,  powers,  or  regulations  may  affect  the  transmission  of 
government  eommnnieations  or  the  issue  of  stocks  and  bonds  by  sucli 
system  or  systems." 

Thereafter  the  President  of  the  United  States,  in  pursu- 
ance of  the  authority  conferred  upon  him  by  such  resolu- 
tion, issued  his  proclamation  as  follows- 

"  Whereas,  it  is  deemed  necessarj  for  the  national  secuntv  and  defense 
to  supervise  and  take  possession  and  a.'^sume  control  of  all  telegraph  and 
telephone  systems  and  to  operate  the  same  m  such  manner  as  nmj  be 
.  needful  or  desirable; 

Now,  therefore,  I,  Woodrou  V>  lison  President  of  the  United  SUtes 
onder  and  by  virtue  of  the  powers  vested  in  me  h\  the  fori  going  rtsolu 
tion  and  by  virtue  also  of  all  the  powers  thereto  me  enabling  do  henbv 
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take  posscsiiioti  and  assanic  control  and  sujKrvisioa  of  each  and  CFver; 
tet^raph  and  telephone  system  and  every  part  thereof  within  the  jniis- 
diotion  of  the  United  States,  including  all  equipment  thereof  and  appar- 
tenances  thereto  whatsoever  and  all  material  and  aapplies. 

It  is  hereby  further  directed  that  the  supervision,  possession,  control  and 
operation  of  such  telegraph  and  telephone  systems  hereby  by  me  onder^ 
taken  shall  be  exercised  by  and  through  the  Postmaster  Oeneral  Albert  5. 
Burleson.  Said  Postmaster  Qeneral  may  perform  the  duties  hereby  and 
hereunder  imposed  upon  him  so  long  and  to  such  extent  and  in  such  man- 
ner as  he  shall  determine  through  the  owners,  managers,  boards  of  Erec- 
tors, receivers,  officers  and  employees  of  said  telegraph  and  telepbonp 
systems. 

Until  and  except  so  far  as  said  Postmaster  General  shall  from  tame  to 
time  by  general  or  special  orders  otherwise  provide,  the  owners,  managers, 
boards  of  directors,  receivers,  officers  and  employees  of  the  various  tele- 
graph and  telephone  systems  shall  continue  the  operation  thereof  in  the 
usual  and  ordinary  course  of  the  business  of  said  system,  in  the  names  of 
their  respective  companies,  associations,  organizations,  owners  or  man- 
agers as  the  case  may  be. 

Regular  dividends  hitherto  declared  and  maturing  interest  upon  bonds, 
debentures  and  other  obligations  may  be^  paid  in  due  course,  and  sueb 
regular  dividends  and  interest  may  coutinue  to  be  paid  until  and  unless 
the  said  Postmaster  General  shall  from  time  to  time  otherwise  by  geaerat 
or  special  orders  determine;  and  subject  to  the  approval  of  said  Post- 
master General  the  various  tel^raph  and  telephone  systems  may  deter- 
mine upon  and  arrange  for  the  renewal  and  extension  of  maturing 
obligations." 

Thereafter  Postmaster  General  Burleson  issued  a  state- 
meiit  dealing  generally  with  his  purposes  and  policy  in  con- 
trol of  the  telegraph  and  telephone  service.  The  Post- 
master General  has  adopted  the  method  of  aimouneing  his 
policies  and  orders  by  means  of  bulletins  issued  from  time 
1o  time. 

The  bulletins  of  the  Postmaster  General  concerning  tele- 
graph and  telephone  service  issued  up  to  date,  in  so  far  as 
they  relate  to  the  matter  under  discussion,  are  Bulletin 
No.  5  (Order  No.  1931),  dated  August  28, 1918,  and  Bulletin 
No.  8,  dated  September  14,  1918,  which  is  an  amplification 
and  modification  of  Bulletin  No.  5. 

Bulletin  No.  5  has  hereinbefore  been  set  forth. 
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Bulletin  No.  8  reads  as  follows: 

"  Order  No.  1931,  issued  by  me  under  date  of  Ai^ust  28,  provided 
certain  chai^ies  for  all  installations  of  telephones  on  and  after  September 
1,  1918,  also  a  charge  for  the  '  moving '  of  telephones.  On  account  of 
the  many  inqniries  regarding  the  order,  the  following  instructions  are 

1.  Installation  charges  made  effective  by  Order  No.  1931  shall  be 
referred  to  by  telephone  companies  and  collected  from  subscribers  as 
'  Service  Connection  Charges'  and  shall  be  based  on  the  minimum  net 
rat*  charged  to  the  snbscribcr.  The  service  connection  charges  shall  be 
collected  from  all  applicants  for  new  or  additional  service  at  the  time  of 
application  and  before  such  new  service  or  additional  service  is 
established. 

2.  In  cases  of  '  Change  of  Name,'  or  where  no  lapse  of  service  occurs, 
the  minimum  cliai^  of  $3.00  shall  apply  in  all  cases. 

3.  Service  connection  cbai^ies  do  not  apply  to  extension  bells,  push 
battons,  hnzsers,  or  miscellaneous  equipment  of  like  character,  nor  to 
directory  listings. 

4.  With  the  exceptions  above  noted,  the  service  connection  charge  shall 
apply  to  each  class  of  service  and  class  of  equipment  furnished  the  appli- 
cant for  which  the  company  shall  have  a  regular  separate  establbhed 
rate,  and  the  amount  of  the  service  connection  charge  shall  be  determined 
by  the  amount  of  the  regular  established  rate,  in  accordance  with  the 
terms  of  Order  No.  1931. 

5.  All  subscribers  who  pay  the  service  connection  chains  established 
under  Order  No.  1931  shall  be  relieved  of  any  other  service  connection 
charges,  cancellation  charges,  chaises  made  in  liquidation  of  damages  on 
account  of  short  terms,  and  short  term  rates;  and  the  use  of  one  year 
or  any  other  period  in  excess  of  one  month  as  a  minimum  contract  period 
for  telephone  service. 

6.  The  '  Moving  Charge '  referred  to  in  Order  No.  1931  applies  only 
to  changes  in  the  location  of  equipment  on  the  premises.  Such  changes 
are  generally  known  as  '  inside  moves.'  For  purposes  of  economy  in 
administration  and  for  the  convenience  of  the  public,  the  chaise  for 
moving  a  telephone  set  from  one  location  to  another  on  the  same  prem- 
ises shall  he  $3.00.  The  charge  for  moving  all  other  equipment  from  one 
location  to  another  on  the  same  premises  shall  be  based  on  the  cost  of 
labor  and  materials. 

7.  Order  No.  1931  abolishes  the  distinction  heretofore  made  by  some 
•  ccMnpanies  between  a  new  installation  or  a  new  service  connection  and  an 

'oatside  move';  and  all  changes  in  the  location  of  the  subscriber  which 
.  have  heretofore  been  described  as  'outside  moves'  will  hereafter  be 
treated  as  new  '  service  connections '  and  subject  to  the  service  connec- 
tion charges  of  Order  No.  1931  and  of  these  instructions  supplementary 
thereto. 
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8.  Service  connection  charges  do  not  apply  to  the  semec  known  as 
'service   stations'   or   'switching  service*;    and   tbey  do   not  snpersedr 
special  installation  or  constniction  charges  or  mileage  charges  of  luv 
kind." 

Even  a  casual  reading  of  Bulletins  5  and  8  'ft'ill  show  that 
tlie  effect  of  these  bulletins  upon  C.  R.  C.  Decision  No. 
2879"  is  so  complete  that  it  may  be  said  that  there  is  com- 
plete substitution  of  amount  of  service  charges  as  well  as 
Very  radical  changes  in  matters  of  practice  coneeniing 
installations,  removals  and  in  other  similar  respects. 

Postmaster  General's  Bulletin  No.  2  (Order  No.  1783), 
among  other  things,  declares, 

"  Until  further  notice  the  telegraph  and  telephone  companies  shall  con- 
tinne    operation   in    the   ordinary   course   of   business    through    regular 

channels  " ; 

and  said  Bulletin  No.  5,  among  other  things,  provides: 

"  In  accordance  with  Bulletin  No.  2,  issued  by  me  August  1,  191S. 
stating  that  '  until  further  notice  the  telegraph  and  telephone  cCHnpanifs 
shall  continue  operation  in  the  ordinary  course  of  business  throu^  regu- 
lar channels,*  in  all  cases  where  rate  adjustments  are  pending  ot  immedi- 
ately necessary,  they  should  be  taken  up  hy  the  company  involved  through 
the  usual  channels  and  action  obtained  wherever  possible." 

Applicants  construe  such  part  of  the  bulletin  quoted  as 
u  direction  of  the  Postmaster  General  to  secure  the  approval 
of  this  Conimission  for  the  service  charges  and  practices 
substituted  by  said  Bulletins  5  and  8  for  the  service  charge? 
and  practices  heretofore  provided  by  this  Commission. 

The  control  of  the  telephone  and  telegraph  companies  is 
obviously  a  war  i)olicy  of  the  Federal  administration,  and 
this  Commission,  consistent  with  its  policy  and  duty  in  all 
similar  situations,  unhesitatingly  cooperates  with  the 
Federal  Government  in  such  matters. 

There  may  well  be,  and  undoubtedly  are,  considerations 
of  the  Federal  Government  during  its  control  of  this  ser\- _ 
ice  other  than  what  would  be  present  under  normal  con- 
ditions in  the  mind  of  a  regulatory  body.  It  may  well  be, 
and  probably  is,  the  desire  of  the  Federal  Government  to 


1  Lofiflet  No.  4!),  pp.  327,  333. 
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discourage  rather  than  encourage  extensions,  instaUation 
of  equipment  and  services  other  than  what  are  responsive 
to  war  needs,  and  in  pursuance  of  this  policy  charges  higher 
and  different  in  character  might  be  imposed  for  Ihe  purpose 
of  discouraging  extensions  and  installations  other  than  the 
absolutely  essential. 

In  this  view  of  the  situation  and  for  the  reasons  stated, 
this  Commission  ■will  approve  of  the  schedules  filed  pursu- 
ant to  direction  of  the  Postmaster  General ;  but  in  making 
and  giving  such  approval,  the  Commission  wishes  to  again 
declare  that  such  approval  is  not  a  finding  of  reasonableness 
of  such  charges  or  practices,  but  on  the  contrary  reaffirms 
and  finds  that  the  rules  heretofore  adopted  in  said  Decision 
Ko.  2879*  are  just  and  reasonable. 

It  is  our  opinion  that  the  approval  of  the  charges  and 
practices  directed  by  the  Postmaster  General  should  be 
but  temporary  and  withdrawal  of  such  approval  should  be 
made  by  the  Commission  at  the  termination  of  the  war  or 
at  such  other  time  as  the  Commission  deems  appropriate. 

Obdek. 

Application  having  been  filed  by  The  Pacific  Telephone 
and  Telegraph  Company,  Sacramento  Valley  Telephone 
Company,  The  Home  Telephone  and  Telegraph  Company 
of  Pasadena,  Ontario  and  Upland  Telephone  Company  and 
Southern  California  Telephone  Company  asking  the  Bail- 
road  Commission  to  make  an  tx  parte  order  approving 
Bulletin  No.  5  (Order  No.  1931)  and  Bulletin  No.  8  of  Oie 
Postmaster  General  and  authorizing  the  above  named 
applicants  respectively  to  file  and  place  in  effect  rate  sheets 
as  in  the  several  exhibits  attached  to  the  petition,  the  same 
to  become  effective  as  of  September  1,  1918,  in  accordance 
with  said  orders  of  the  Postmaster  General, 

And  it  appearing  to  the  Railroad  Commission  that  this 
application  should  be  granted,  and  that  this  is  not  a  matter 
requiring  a  public  hearing, 


*  See  CommisBion  Leaflet  Ko.  49,  pp.  327,  3.33. 
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It  is  hereby  ordered,  That  the  application  be,  and  it  is 
hereby  granted;  provided,  that  the  approval  lierein  given 
and  made  of  said  rate  sheets  shall  not  be  deemed  a  finding 
of  the  reasonableness  of  the  charges,  rules  and  regnlationfi 
therein  provided ;  and  provided,  further,  that  saeh  approval 
shall  be  temporary  in  its  character  for  the  reasons  and 
under  the  conditions  stated  in  the  opinion  preceding  this 
order. 

It  is  hereby  further  ordered,  That  the  authority  herein 
granted  applicants  to  file  and  make  effective  rate  sheets 
cancelling  and  superseding  rate  sheets  heretofore  on  file 
with  the  Railroad  CommiBsion  and  in  effect,  is  limited,  as 
to  cancellation  of  rate  sheets  heretofore  on  file  and  in  effect, 
to  those  charges  which  are  directly  in  conflict  with  the 
charges  which  are  provided  for  in  the. orders  of  the  Post- 
master General,  hereinabove  referred  to, 

And  it  is  hereby  further  ordered,  That  the  authority 
herein  granted  to  mtike  effective  the  charge^  for  the  instal- 
lation and  removal  of  telephones  and  telephone  equipment 
which  are  provided  for  in  the  said  orders  of  the  Postmaster 
(ieneral,  hereinabove  referred  to,  is  not  retroactive  as  to 
any  service  order  or  orders  placed  with  the  apjjicantfi 
herein  prior  to  September  3,  1918. 

Dated  at  San  Francisco,  California,  this  nineteenth  day 
of  November,  1918. 
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Public  TTtilities  Oommission. 

In  re  Joint  Petition  of  EIastebn  Illinois  Independent 
Telephone  Company  and  David  R.  Fohgan  et  al., 
Receivebs  op  Centbal  Union  Telephone  Compaht, 
Relattvb  to  Purchase  and  Sale. 

Case  No.  7926. 

Decided  July  31,  1918.  ' 

fills  of  ExchaosM  to   Competitor  Having   Higher   Ritas   in  Effect, 

Anthorlzed  —  Onlr  Put  of  Fnrchue.  Price  to  be  Oipitallzed  — 

Tolne  of  IVon-iuable  Propertr  Pnrchased,  Less  Salvage 

Values,     Ordered     Amortized '—  Bonds     and 

Stock  of  Selling  Oompanjr  Ordered 

Oancelled  and  Destroyed. 

Opinion   and   Order. 

The  joint  application  herein  seeks  the  authority  of  the 
Commission  for  the  Receivers,  Central  Union  Telephone 
Company,  to  buy,  and  for  the  Eastern  Illinois  Inde- 
pendent Telephone  Company  to  sell  its  property  in  Illinois, 
for  a  consideration  equal  to  the  amount  which  this  Commis- 
sion finds  that  said  Receivers  may  permanently  capitalize, 
plus  the  amount  which  the  Commission  will  allow  said 
Receivers  to  amortize  by  charges  to  operating  expenses. 

Hearings  upon  the  application  were  held  at  Chicago, 
lUinoia,  on  April  10,  1918,  and  at  Springfield,  Illinois,  on 
July  31,  1918.  The  evidence  shows  that  each  of  the  com- 
pani^  is  incorporated,  and  is  transacting  a  public  utility 
business  in  Kankakee  County,  Illinois.  The  evidence  fur- 
ther shows  that  the  petitioners  are  operating  competing 
exchanges  at  Kankakee,  Manteno  and  Grant  Park,  Illinois ; 
that  the  Receivers  are  serving  about  3,113  telephone  sta- 
tions in  said  competitive  territory  and  that  the  Eastern 
Illinois  Independent  Telephone  Company  is  serving  about 
2,499  telephone  stations  in  the  same  territory;  that  there 
533 
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(ire  about  486  stations  in  the  competitive  territory  served 
by  both  companies,  that  are  receiving  duplicate  service. 

It  further  appears  from  the  evidence  that  the  rates  of 
the  Receivers  are  $6.00  per  year  higher  than  the  rates  of 
the  Eastern  Illinois  company  for  one-  and  two-party  busi- 
ness and  one-party  residence  service,  and  are  $3.00  per  year 
lower  for  four-party  residence  service  at  its  Kankakee 
exchange,  also  that  the  rates  of  the  Receiver  are  $3.00  per 
year  lower  than  the  rates  of  said  Eastern  Illinois  company 
for  two-party  residence  service  at  its  Manteno  exchange. 
In  all  other  instances  the  rates  of  the  two  companies  art 
the  same.  It  also  appears  that  the  486  duplicate  stations 
pay  $11,703  renta!  x>er  year  to  the  Eastern  Illinois  Inde- 
jiendent  Telephone  Company  for  duplicate  service,  and  that 
if  the  consolidation  be  consummated  these  duplicate  sta- 
tions will  be  saved  that  amount  of  money  under  present 
'conditions.  However,  on  account  of  the  slightly  higher 
lates,  for  certain  classifications  in  effect  by  the  Receivers, 
the  non-duplicate  stations  of  the  Eastern  Illinois  Inde- 
pendent Telephone  Company  will  pay  about  $2,376  more 
for  the  consolidated  service  than  they  are  paying  to  the 
Kastern  Illinois  Independent  Telephone  Company.  As 
there  is  no  physical  connection  between  the  properties  of 
the  two  companies,  and  as  these  non-duplicate  stations  have 
now  no  access  to  the  extensive  long  distance  toll  lines  of  the 
Receivers,  the  slight  increase  in  rates  to  such  subscribers 
nill  be  more  than  offset  by  the  increase  in  service  obtainable. 

An  inventory  and  appraisal  of  the  property  involved  was 
introduced  in  evidence  on  behalf  of  the  Eastern  Illinois 
Independent  Telephone  Company  by  a  telephone  engineer, 
employed  by  it.  This  engineer  estimates  the  cost  new  of 
the  physical  property  to  be  $303,575  and  the  cost  new,  less 
depreciation,  to  be  $189,806.  He  also  estimates  the  cost  of 
establishing  the  business  or  going  concern  value  to  be 
$35,000. 

Using  said  engineer's  figures,  the  Receivers  estimate  that 
the  cost  new,  less  depreciation,  of  the  total  physical  prop- 
erty, which  will  not  be  useful  to  the  Receivers  on  account  of 
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duplication,  to  be  $43,235,  and  they  estimate  the  cost  of 
establishing  the  business  of  the  duplicate  stations  at  $6,804, 
which,  on  the  basis  of  the  Eastern  Illinois  contpany's 
appraisal,  would  make  the  useful  physical  property  $146,571 
and  the  going  concern  value  $28,196. 

The  Commission's  engineering  department  made  a  check 
of  the  inventory  and  appraisal  submitted  by  the  engineer 
for  the  Eastern  Illinois  company  and  found  that  the  unit 
prices  used  were  normal  average  prices  and  that  the  values 
arrived  at  for  the  physical  properties  fairly  represent  the 
cost  new  and  the  cost  new  less  depreciation  of  those  prop- 
erties. The  Commission's  engineering  staff  made  no  esti- 
mate of  going  concern  value.  They  estimated  the  cost  new 
less  depreciation  of  the  useful 'physical  property  to  bo 
$107,579,  and  the  cost  new  less  depreciation  of  the  non- 
useful  physical  property  to  be  $82,227. 

The  Commission,  having  fully  considered  the  petition, 
pxhibits  and  oral  testimony,  and  being  fully  advised  in  the 
premis'es,  finds  that  the  interests  of  the  public  and  of  the 
joint  applicants  will  be  best  served  by  a  consolidation  of 
the  properties  of  the  Receivers,  Central  Union  Telephone 
Company,  in  Kankakee  County,  Illinois,  and  of  the  Eastern 
Illinois  Independent  Telephone  Company  in  said  county; 
that  the  proposed  sale,  if  consummated,  will  consolidate  the 
properties  of  the  two  companies  in  said  territorj^,  thus  elim- 
inating the  expense  to  the  public  of  the  duplicate  service, 
and  will  result  in  a  complete  and  unified  telephone  service 
l)eing  furnished ;  that  the  proposed  sale  of  the  property  of 
the  Eastern  Illinois  Independent  Telephone  Company  in 
Kankakee  Comity,  including  its  exchanges  at  Kankakee, 
Manteno  and  Grant  Park,  to  the  Receivers,  Central  Union 
Telephone  Company,  -should  be  approved  on  the  terms  and 
conditions  hereinafter  set  forth,  and  that  the  consideration 
should  be  $195,000;  that  the  Receivers  shall  never  capitalize 
more  than  $112,773  of  the  said  purchase  price,  and  that  the 
remaining  $82,227  of  said  purchase  price,  after  having  been  ' 
credited  with  whatever  amount  may  be  realized  by  way  of 
salvage  or  resale  from  that  part  of  the  property  to  be 
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acquired  whieli  is  not  usable  in  connection  witii  the  plant 
of  the  Receivers,  may  be  amortized  by  equal  animal  charges 
to  operating  expenses  during  the  next  ten  years. 

It  is,  therefore,  ordered  by  the  Public  Utilities  Commis- 
sion of  Illinois,  as  follows : 

1.  That  the  Eastern  Illinois  Independent  Telephone  Com- 
pany be,  and  it  hereby  is,  authorized  to  sell,  and  that  said 
David  R.  Forgan,  Edgar  S.  Bloom  and  Frank  F.  Fowle, 
Receivers  of  the  Central  Union  Telephone  Company,  be,' 
and  they  hereby  are,  authorized  to  purchase  all  of  the  prop- 
erty, including  tlie  exchanges  at  Kankakee,  Manteno  and 
Grant  Park,  Illinois,  of  the  Eastern  Illinois  Independent 
Telephone  Company  for  the  sum  of  $195,000,  to  be  paid  in 
cash,  said  sale  and  jjurchase  to  be  upon  the  terms  and 
conditions  hereinafter  set  forth : 

(1)  That  the  complete  transfer  of  the  property  to  be  sold 
and  purchased,  as  herein  provided,  shall  be  effected  within 
sixty  days  from  the  date  of  this  order. 

(2)  That  upon  the  completion  of  said  sale  and  purchase 
the  Receivers,  Central  Union  Telephone  Company,  shall 
make  a  verified  report  of  the  same  to  this  Commission. 

(3)  That  upon  effecting  a  complete  transfer  of  said  prop- 
erty said  Eastern  Illinois  Independent  Telephone  Company 
shall  be  permitted  and  required  to  discontinue  the  opera- 
tion of  its  telephone  oxehanges  and  system  in  the  said  cities 
of  Kankakee,  Manteno  and  Grant  Park,  and  in  the  vicinities 
thereof,  and  shall  file  with  this  Commission  a  certificate  of 
such  discontinuance. 

(4)  That  the  Eastern  Illinois  Independent  Telephone 
(Company  shall  turn  over  all  of  its  books  of  accounts  and 
records  to  the  Receivers,  Central  Union  Telephone  Com- 
pany, taking  a  detailed  receipt  therefor,  and  furnishing  this 
Coniniission  with  a  certified  copy  of  said  receipt. 

(5)  That  the  Receivers,  Central  Union  Telephone  Com- 
pany, shall  make  or  cause  to  be  made  a  final  report  to  this 
Commission  of  the  oi>erations  of  said  Eastern  Illinois  Inde- 
pendent Telephone  Company  from  the  date  of  its  last 
annual  report  to  this  Commission  to  the  date  the  property 
is  transferred. 
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2.  That  the  property  to  be  acquired,  as  aforesaid,  shall 
never  be  capit^ized  by  the  Central  Union  Telephone  Com- 
pany, or  by  its  said  Receivers,  in  an  amount  exceeding  the 
sum  of  $112,773,  which  amount  the  Commission  has  found  to 
be  the  fair  value  of  that  part  of  said  property  which  is 
usable  in  connection  with  the  plant  of  said  Central  Union 
Telephone  Company. 

3.  That  that  part  of  the  purchase  price  representing  the 
difference  between  tiie  value,  as  determined  by  this  Commis- 
sion, of  the  property  to  be  purchased,  (namely  $195,000), 
and  the  value,  as  determined  by  this  Commission,  of  that 
part  of  said  property  which  can  be  used  by  the  purchasers 
in  the  operation  of  their  plant,  (namely  $112,773),  may  be 
amortized' by  equal  annual  charges  to  operating  expenses 
during  the  next  ten  years,  provided,  that  there  shall  first  be 
credited  to  this  account  such  sums  as  may  be  realized  by 
way  of  salvage  or  resale  from  that  part  of  the  property  to 
be  acquired  which  is  not  usable  in  connection  with  the  plant 
of  the  said  Receivers ;  the  Receivers  to  report  to  this  Com- 
mission at  the  end  of  ninety  days  from  the  date  of  this  order 
and  at  the  end  of  each  three  months  thereafter  until  all  of 
said  non-usable  property  has  been  disposed  of,  the  anioimt 
realized  from  the  sale  of  such  non-usable  property  as  shall 
have  been  disposed  of  during  the  period  covered  by  such 
report. 

4.  That  the  Eastern  Illinois  Independent  Telephone  Com- 
pany shall  cause  to  bo  released  upon  the  completion  of  said 
sale  and  transfer  the  trust  deed  now  upon  the  property  of 
said  company,  and  certified  copy  of  such  release  shall  he 
filed  with  this  Commission;  that  the  bonds  issued  there- 
under by  the  Eastern  Illinois  Independent  Telephone  Com- 
pany and  all  of  the  certificates  of  stock  issued  by  said  com- 
pany shall,  upon  the  completion  of  said  sale  and  transfer, 
and  payment  therefor  being  made  in  full  as  above  pro- 
vided, be  taken  up,  cancelled,  cremated  or  otherwise 
destroyed,  and  a  certificate  of  such  destruction  shall  he 
filed  by  said  company  with  this  Commission  witliin  sixty 
days  from  completion  of  said  sale  and  transfer. 
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5.  That  said  sale  and  purchase  shall  be  consunuaated  by 
the  execution  and  delivery  of  good  and  sufficient  deed  or 
instrument  of  conveyance,  copy  of  which,  duly  certified, 
shall  be  filed  with  this  Commission  within  five  days  from 
the  eonsununation  of  said  sale,  and  that  said  sale  and  pur- 
chase shall  not  be  complete  until  said  copy  of  conveyance 
sliall  be  filed  with  this  Commission. 

July  31,  1918. 


In  re  Proposed  Advance  in  Rates  in  Lewiston  and  ViciHrrr 
OP  Receivebs,  Central  Union  Telephone  Company. 

Case  No.  8484. 

Decided  November  18,  1918. 

Increase  in  Sates  Authorized  ■ —  S.6  Per  Cent.  Fixed  tor  Kesem  fn 

Depndatloii. 

Opinion  and  Order. 
A  revised  schedule  of  rates  for  telephone  service  in 
Lewiston,  Fulton  County,  and  vicinity,  having  been  filed 
by  David  E.  Forgan,  Edgar  8.  Bloom  and  Frank  F.  Fowle, 
Receivers,  Central  Union  Telephone  Company,  and  a  hear- 
ing before  the  Coirunission  on  the  matter  being  necessan, 
an  order  was  entered,  suspending  the  placing  in  effect  of 
the  proposed  rates  mitil  January  28,  1919.  The  .present 
rates  in  Lewiston  and  vicinity  are  as  follows : 

Individual,  business  stations '.        $30  00 

Individual,  residence  stations : 18  00 

Two-party,  bnsiness  stations 24  00 

Two-party,  residence  stations 15  "* 

Rural,  multi-party,  business  stations  (20) 18  M 

Rural,  multi-party,  residence  stations    (20) 1200 

Rural,  multi-party,  business  stations  (10) 24  00 

Rural,  multi-party,  residence  stations  (10) 18  00 

Extension  telephones,  business 12  00 

Extension  telephones,  residence 6  ** 

Extension  bell,  business  ^ 300 

Extension  bell,  residence   3  00 

Extension  6"  gon^,  business 6  W 

Extension  6"  gong,  residence 6  00 
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$12  00 


30  00 
30  00 


12  00 


30  00 


12  00 


Residence 
$12  00 

IS  00 

18  00 
18  00 

12  00 

18  00 

12  00 


Private  Braneh  Exchange,  Ko.  1: 

Switchboard,  per  position 

Battery  circoit  (where  total  annual  rental  is  less 

than  $160)    

Oenerator  eircnit  (where  total  annual  rental  is 

less  than  $150)    

Tmnk,  two-way  (minimum  —  1  trunk) 

Stations,   within  same  premises    (i 

stations)  

Private  Branch  Exchange,  No.  2: 

Tmnk,  two-way 

Stations,  within   same  pr^nises    (i 
stations  —  maximum  10  stations). 
Private  Branch  Exchange,  Hotel: 

Switchboard,  per  position 

Battery  circuit  (where  total  annual 

less  than  $150) 

Generator  circuit  (where  total  annual  revenue 

is  less  than  $150) 

Tmnk,  two-way 

Stations,  within  same  premises  (minimum  20 

stations)  

Private  Branch  Exchange,  Hospitals  and  Dormi- 
tories such  as  T.  M.  C.  A.,  Y.  W.  C.  A.,  and 
School  Dormitories: 

Switchboard,  per  position 

Battery  circuit  (where  total  annual  reVenae  is 

lees  than  $150) 

Generator  circuit  (where  total  annual  revenue  is 

less  than  $150) 

Trunk,  two-way 

Stations,  within  same  premises  (minimum  20 

stations  with  two  trunks) 

bTote:     An  annual  char^  of  $7.50  for'  each  quarter  mile  or  fracticm 
thereof  will  be  made  for  circuits  to  connect  extensions  or  stations  located 
m  different  premises  from  the  main  telephone  or  switchboard. 
Extra  mileage,  individnal  line,  per  quarter  mile  or  fraction 

thereof  

Extra  mile^e,  two-party  line,  per  quarter  mile  or  fraction 

thereof  

Extra  mileage,  four-party  line,  per  quarter,  mile  or  fraction 

thereof 

Switching  service,  equipment  and  lines  owned  by  subscriber. . 

Smtching  service,  equipment  and  lines  owned  by  subscriber  to 

within  two  miles  of  city 


5  00 


30  00 


30  00 
30  00 


5  00 


30  00 


5  00 


$6  00 


3  75 


2  25 
2  00 
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Chnrches,  hospitals  and  other  charitable  institationa  not  sup- 
ported by  pnblic  taxation; 

Individual  line $18  00 

Two-party  line 15  00 

Extensions 6  00 

Trunk  connecting  two  private  branch  ezcbai^e  Bwitchboards, 

first  mile  or  fraction  thereof 40  00 

Each  additional  quarter  mile  or  fraction  thereof 10  00 

Private  line,  first  mile  or  fraction  thereof 40  00 

Each  additional  quarter  mile  or  fraction  thereof 10  00 

Each  additional  instrument   - 5  00 

Extra  receiver 1  00 

Extra  operator's  head-set  with  transmitter 3  50 

Extra  listing 6  00 

The  schedule  filed  proposes  to  discontiirae  the  rates  now 
in  effect  and  to  establish  in  lieu  thereof  the  following: 

Per  rear 

Individual,  business  stations $30  00 

Individual,  reffldence  stations 2100 

Two-party,  residence  stations 18  00 

Four-party,  residence  stations 15  00 

Rural,  multi-party,  business  stations  (10) 24  00 

Rural,  multi-party,  residence  stations  (10) 18  00 

Extension  telephones,   business    12  00 

Extension  telephones,  residence 6  00 

Estension  bell,  business  3  00 

Extension  hell,  residence 3  00 

Extension  6"  gong,  business 600 

Extension  6"  gong,  residence -    6  00 

Annwxl  Sates 

Private  Branch  Exchange,  Unlimited:                        Business  Residenee 
Cordless     board,     1     operator's     station,     1 
trunk  and  2  stations  (mazitnnm  3  trunks  and 

7  stations!    $9000  $8100 

Each  additional  station 12  00  12  00 

Cord  board  (not  exceeding  30  jacks)  operator's 

set,  2  trunks  and  2  stations ' 132  00  114  00 

Each  additional  station 12  00  12  00 

Private  Branch  Exchange,  Unlimited: 
For  hotels,  hospitals  and  dormitories  such  as 
Y.  M.  C.  A.,  Y.  W.  C.  A.  and  school  dormi- 
tories: 
Switchboard    (not  exceeding  30  jacks)    oper- 
ator's set,  2  trunks  and  20  stations 208  00     

Each  additional  station  5  00     
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PrivBte  Branch  Exchange  No.  3,  Unlimited: 
One  trank  and  6  stations  (ma:{imnm  10  sta- 
tions)         $126  00  $117  00 

Each  additional  station 18  00  18  00 

Private  Branch  Exchange,  Additional  Equipment: 

Each  additional  strip  of  10  jacks 600  600 

Each  additional  trunk 36  00  27  00 

Battery  circuit  or  generator  circuit  where  total 

exchange  revenue  is  less  than  $150  per  year. .  30  00  21  00 

Note:     An  annnal  charge  of  $7.50  for  each  quarter  mile  or  fraction 
thereof  will  be  made  for  circuits  to  connect  extensions  or  stations  located 
in  different  premises  from  the  main  telephone  or  switchboard. 
Extra  mileage,  individual  line,  per  quarter  mile  or  fraction 

thereof $6  00 

Extra  mileage,  two-party  line,  per  quarter  mile  or  fraction 

tiiereof 3  76 

Switching  service,  equipment  and  lines  owned  by  subscriber. .  6  00 

Switching  service,  lines  only  owned  by  subscriber 6  00 

Churches,  hospitals  and  other  charitable  institutions  not  sup- 
ported by  public  taxation : 

IndiTidnal  line , 21  00 

Two-party  line 18  00 

Extensions 6  00 

Tnmk  connecting  two  private  branch  exchange  switchboards: 

Piret  mile  or  fraction  thereof 40  00 

Bach  additional  quarter  mile  or  fraction  thereof 10  00 

Private  Line: 

First  mile  or  fraction  thereof 40  00 

Each  additional  quarter  mile  or  fraction  thereof 10  00 

Each  additional  instrument 5  00 

Extra  receiver 1  00 

Extra  operator's  head-set  with  transmitter 3  50 

Ertra  listing 6  00 

The  matter  came  on  for  hearing  before  the  Commission 
on  September  18, 191S.  The  Receivers,  Central  Union  Tele- 
phone Company,  were  represented  by  0.  M.  Burgess, 
commercial  engineer ;  no  objectors  to  proposed  rates 
appearing.  The  petitioner  introduced,  as  exhibits,  an 
inventory  and  appraisal  of  plant,  annual  revenue  and 
expense  statements  for  the  three  years  ending  December 
31,  1915,  1916  and  1917,  respectively;  a  statement  of  reve- 
nues for  the  year  ending  June  30, 1918,  and  proof  of  pnbli- 
cation  of  a  notice  of  intention  to  apply  for  an  advance  in 
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rates.    Testimony  offered  tends  to  show  that  the  rates  now 
in    effect    do    not    provide    soffieient    revenue    to    cover 
operating   expenses,    provide    adequate    reserve    against 
depreciation  and  pay  a  reasonable  return. 

On  June  30,  1918,  the  company  was  furnishing  service 
to  telephone  stations  classified  and  distributed  as  follows: 

TABLE  I. 
Telephone  Stations. 

BuainesB:                                                                          Statwna  Rate 

Individnal   line    34  f30  00 

Two-party  line    47  24  00 

Extension  sets 8  12  00 

Residence: 

Individnal  line 33  18  00 

Two-party  line    110  15  00 

Four-party  line 187  12  00 

Extension  sets  4  1200 

Rnral  line at  12  00 

Pay  stations 2  

Service  stations 94  200 

Service  stations 196  6  00 

The  plant  is  of  the  magneto  type,  with  metallic  circuits 
to  all  subscribers,  and  switching  service  is  furnished  to 
several  metallic  rural  circuits. 

The  inventory  submitted  has  been  carefully  checked  by 
the  Commission's  engineers  and  the  checked  inventory 
appraised.  The  reproduction  cost  new,  exclusive  of  all  toll 
plant,  using  average  prices  for  labor  and  material,  based 
upon  the  five-year  period  1912  to  1916  inclusive,  and  includ- 
ing the  present  stock  of  materials  and  supplies,  is  $31,880. 

The  reproduction  cost  new,  less  depreciation,  exclusive 
of  all  toll  plant  and  including  the  present  stock  of  mate- 
rials and  supplies,  is  $26,441. 

The  reproduction  cost  new,  as  shown  by  the  inventory 
filed  by  petitioner,  is  $42,716.60,  and  the  reproduction  cost 
new,  less  depreciation,  is  $36,238.31.  A  portion  of  the 
difference  between  these  and  the  corresponding  valuations 
made  by  the  Commission's  engineers  is  due  to  the  elimina- 
tion from  the  inventory  of  local  plant  of  all  items  the  prin- 
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oipal  use  of  which  is  devoted  to  toll,  together  with  a  redne- 
lion  in  the  valuation  placed  upon  the  items  of  plant  known 
as  overhead. 

In  connection  with  the  inventory  of  the  physical  portion 
of  the  plant,  the  Commission  assigned  normal  lives  to  its 
several  component  parts.  From  these  normal  lives  the 
value  of  the  annual  depreciation  now  occurring  in  the  entire 
physical  portion  of  the  plant  was  found  to  be  $2,067.  The 
average  operating  expenses  for  the  years  191.5,  1&16  and 
1917,  including  the  average  annual  allowance  of  $3,328 
made  by  petitioner  to  provide  a  reserve  against  deprecia- 
tion, is  $9,4(^.  The  average  total  gross  operating  revenue 
for  the  same  period,  including  the  local  exchange  appor- 
tionment of  toll  income,  is  $8,563,  while  the  average  annual 
deduction  from  gross  revenue  for  uncollectible  accounts, 
taxes,  rents,  and  amortization  of  landed  capital,  is  $233. 
The  average  net  revenue,  therefore,  applicable  to  operating 
expense  and  return  is  $8,330.  Should  the  allowance  to  pro-  ' 
vide  an  adequate  reserve  for  depreciation,  as  fixed  by  the 
Commission,  be  substituted,  the  average  operating  result, 
therefore,  for  the  years  1915,  1916  and  1917,  inclusive,  is 
a  net  income  of  $189. 

It  is  obvious  that  the  sum  allowed  by  petitioner  to  cover 
the  necessary  charge  to  provide  a  reserve  against  depre- 
ciation is  computed  upon  a  basis  which  the  Commission 
does  not  deem  justifiable.  Based  upon  a  careful  inspection 
of  the  plant  and  average  life  tables  as  determined  by 
experience  for  the  several  component  items  of  the  plant, 
the  annual  depreciation  occurring  in  the  entire  physical  por- 
tion of  the  plant,  figured  on  a  straight  line  basis,  is  $2,067. 
This,  is  approximately  6.6  per  cent,  of  the  cost  to  reproduce 
the  plant  new  as  fixed  by  the  Commission.  Should  the 
tlepreciation  allowance  be  computed  on  the  so-called 
basis  of  equal  annual  payments  or  on  a  sinking  fund  basis 
tor  the  average  composite  life  of  the  entire  plant,  it  would 
be  still  further  reduced. 

After  carefully  considering  the  method  of  appraising  the 
plant,  taking  into  consideration  every  fact  and  circum- 
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stance  bearing  upon  its  value,  making  due  allowance  for  the 
necessary  working  capital,  and  including  present  stock  of 
materials  and  supplies,  the  Commission  is  of  the  opinion, 
and  finds,  that  a  fair  value  of  the  property  used  and  nsefnl 
in  furnishing  telephone  service  in  Lewistown  and  vicinity, 
and  the  business  attached  thereto,  including  every  element 
of  value,  tangible  and  intangible,  for  rate-making  purposes, 
is  at  least  $31,000  as  of  June  1,  1918. 

Assuming  that  the  present  number  of  subscribers'  sta- 
tions be  maintained,  classified  and  distributed  in  accord- 
ance with  the  proposed  rate  schedule,  the  total  annual  oper- 
ating revenue  will  be  increased  approximately  $1,790.  Tes- 
timony tends  to  show,  however,  that  should  the  proposed 
rates  be  placed  in  effect,  a  reduction  in  the  number  of 
subscribers'  stations  may  reasonably  be  expected. 

After  carefully  considering  the  matter  and  giving  dne 
weight  to  every  factor  affecting  the  probable  increase  in 
•  revenue  provided  the  proposed  rates  are  placed  in  effect, 
and  making  dne  allowance  for  a  reasonable  reduction  in 
the  number  of  subscribers'  stations,  the  Commission  is  of 
the  opinion,  and  finds,  that  the  proposed  rates  will  produce 
at  least  a  probable  net  increase  of  $1,600.  Including  in 
operating  expense  an  allowance  to  provide  a  reserve 
against  depreciation,  as  fixed  by  the  Commission,  this  net 
increase  will  assure  a  net  return  over  all  reasonable  oper- 
ating expenses  of  approximately  $1,789,  which  is  5.8  per 
cent,  of  the  fair  property  value  fixed  as  a  basis  for 
rate-making. 

It  is,  therefore,  ordered  by  the  Public  Utilities  Commis- 
sion of  Illinois,  as  follows : 

Section  1.  That  David  K.  Forgan,  Edgar  S.  Bloom  and 
Frank  F.  Fowle,  Receivers,  Central  Union  Telephone  Com- 
pany, be,  and  the  same  hereby  are,  authorized  to  discon- 
tinue the  schedule  of  rates  now  in  effect  in  Lewistown  and 
\neinity  and  to  substitute  therefor  the  following: 
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Per  Year 

Individaal,  business  stations $30  00 

Individual,  residence  stations 21  00 

Two-party,  reddence  statiDns 18  00 

Fonr-partf ,  residence  stations  15  00 

Rnml,  multi-party,  bosiness  stations  (10) 24  00 

Rural,  mnlti-party,  residence  stations  (10) 18  00 

Extension  telephones,  business   12  00 

Extension  telephones,  residence 6  00 

Extension  bell,  bosiness 3  00 

Extension  belt,  residence 3  00 

Extension  6"  gong,  business 6  00 

Extension  6"  gong,  residence 6  00 

Annual  Bates 
Private  Branch  Exchange,  Unlimited:  Business        Residence 

Cordless  board,  1  operator's  station,  1  trunk  and 

2  stations  (maximum  3  tmnks  and  7  stations)        $90  00  $81  00 

Each  additional  station 12  00  '  12  00 

Cord  board  (not  exceeding  30  jacks)  operator's 

set,  2  tmnks  and  2  stations 132  00  114  00 

Each  additional  station 12  00  12  00 

Pri\-ate  Branch  Exchange,  Unlimited: 
For  hotels,  hospitals  and  dormitories  such  as 
Y.  M.  C.  A..  Y.  W.  C.  A.  and  school  dormi- 


Snitchboard    (not  exceeding  30  jacks)    oper- 
ator's set,  2  trunks  and  20  stations 208  00     

Each  additional  station 5  00     

Private  Branch  Exchange  No.  2,. Unlimited : 

One  trunk  and  5  stations  (maximum  10  sta- 
tions)           126  00  117  00 

Each  additional  station 18  00  18  00 

Private  Branch  Exchange,  Additional  Equipment; 

Each  additional  strip  of  10  Jacks 600  600 

Each  additional  trunk 36  00  27  00 

Battery  circuit  or  generator  circuit  where  total 
exchange  revenue  is  less  than  $150  per  year.  30  00  21  00 

Note;  An  annual  charge  of  $7.50  for  each  quarter  mile  or  fraction 
thereof  will  be  made  for  circuits  to  connect  extensions  or  stations  located 
in  different  premises  from  the  main  telephone  or  switchboard. 
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£xtr&  mileage,  individnal  line,  per  quarter  mile  or  fraction 

thereof «6  00 

Extra  mileage,  two-party  tine,  per  quarter  mile  or  fraction 

thereof 3  75          I 

Switching  service,  equipment  and  lines  owned  by  subscriber. .  6  00          ' 

Switching  service,  lines  only  owned  by  subscriber 6  00          I 

Churches,  hospitals  and  other  charitable  institutions  not  sup- 
ported by  public  taxation : 

Individual  line    21  00 

Two-party  line    18  00           I 

Extensions  1 6  00          . 

Trunk  connecting  two  private  branch  exchange  switchboards: 

First  mile  or  fraction  thereof 40  00 

Each  additional  quarter  mile  or  fraction  thereof 10  00          I 

Private  line:  I 

First  mile  or  fraction  thereof 40  00 

Each  additional  quarter  mile  or  fraction  thereof 10  00 

Each  _  additional  instrument 5  00 

Extra  receiver  1  00 

Extra  operator's  head  set  with  transmitter .  3  50 

Extra  listing 6  00           I 

Section  2.  That  David  R.  Porgan,  Edgar  S.  Bloom  and        | 
Prank  F.  Fowk,  Receivers,  Central  Union  Telephone  Com- 
pany, set  aside  annually,  as  a  reserve  against  depreciation, 
a  sum  sufficient  to  cover,  as  an  item  of  operating  expense, 
the  actual  depreciation  accruing  annually  in  the  propertj' 

Section  3.  That  the  schedule  of  telephone  rates  author- 
ized herein  shall  be  filed,  posted  and  published  by  David  R. 
Forgan,  Edgar  S.  Bloom  and  Frank  F.  Fowle,  Receivers, 
Central  Union  Telephone  Company,  in  conformity  with 
Section  34  of  an  Act  to  Provide  for  the  Regulation  of  Pub- 
lic Utilities,  now  in  effect  in  Illinois,  and  with  General 
Order  No.  28*  {Conference  Ruling  No.  23)  of  the  Public 
Utilities  Commission  of  Illinois;  that  it  shall  be  designated 
as  I.  P.  U.  C.  1,  and  shall  become  effective  December  1. 
1918. 

Section  4.  That  a  suspension  order,  affecting  Schedule 
I.  P.  U.  C.  1  of  David  R.  Forgan,  Edgar  S.  Bloom  and 
Frank  P.  Fowte,  R^-ceivers,  Central  Union  Telephone  Com- 


•  See  Commission  Leaflet  No.  54,  p.  21. 
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pany,  dated  September  4,  1918,  be,  and  the  same  is  hereby, 
raeated  as  of  DecCTaber  1,  1918. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
eighteenth  day  of  November,  1918. 


In  re  Appucation  of  Farmers  Fountain  Telephone  Com- 
pANr  for  Authority  to  Change  Rates  in  Columbia, 
Waterloo,  New  Hanover,  Valmeybr  and  Vicinities. 

Case  No.  7833. 

Decided  December  3,  1918. 

Incnue  in  Besidence  and  BnsJness  Kates  Anthorlud  —  Valuation  not 

Hade. 

Opinion  and  Order. 
The  application  filed  herein  states  that  the  Farmers 
Fountain  Telephone  Company,  of  Colmnbia,  Monroe 
County,  is  a  public  utility,  engaged  in  the  operation  of  a 
telephone  system  in  Monroe  and  St.  Clair  Coimties,  with 
exchanges  at  Columbia,  Waterloo,  New  Hanover  and  Val- 
meyer,  and  having  its  principal  office  at  Columbia,  Monroe 
County,  and  that  as  such  public  utility  it  is  subject  to  the 
provisions  of  an  Act  to  Provide  for  the  Regulation  of  Public 
Utilities,  now  in  effect  in  Illinois.  The  present  rates  of  the 
petitioner  are  stated  to  be  as  follows : 

Ber  Year 

Residence,  individnal  line,  stations $10  00 

Bosincas,  individual  line,  stations 12  00 

Rural,  multi-party  line,  stations 10  00 

The  application  asks  for  the  issuance  of  an  order  author- 
izing the  discontinuance  of  the  schedule  of  rates  now  in 
effect  and  the  establishment,  in  lieu  thereof,  of  the  following : 

Per  Year 

Residence,  individual  line,  stations $12  00 

Bonneas,  individoal  line,  stations 14  00 

Rural,  mnlti-p&rt7  line,  stations 10  00 

All  telephone  rentals  payable  quarterly. 


DigilizcdbyGOOglc 


548 


Ilunois  Public  Utilities  Commission. 


The  matter  came  on  for  hearing  before  the  Commission 
on  March  19,  1918.  The  Farmers  Fountain  Telephone 
Company  was  represented  by  Mr.  Josh  Wilson,  attorney, 
no  objectors  to  the  proposed  rates  appearing.  Petitioner 
later  supplied  an  inventory  and  appraisal  of  the  plant, 
revenue  and  expense  statements  for  the  years  1916  and 
1917,  and  for  January  and  February  of  1918.  Proof  of 
publication  of  a  notice  of  intention  to  apply  for  authority 
to  increase  rates  was  filed  at  the  hearing. 

Testimony  tends  to  show  that  the  rates  now  in  effect  do 
not  produce  revenue  sufficient  to  cover  operating  expenses, 
provide  an  adequate  reserve  against  depreciation,  and  pay 
a  reasonable  return.  The  proposed  schedule  affects  rates 
for  city  telephone  service  only,  which  is  classified  and 
distributed  as  follows: 

Residence  Business 

Columbia,  city  stations 35  42 

Waterloo,  city  stations 13  35 

Neir  Hanover,  city  stations 5  2 

Valmeyer,  dty  stations 1  13  ■ 

TOTAL   CITY   STATIONS 54  92 


[lU. 


The  system  in  use  is  of  the  magneto  type,  with  metallic 
circuits  to  subscribers'  city  stations  and  grounded  circuits 
on  rural  multi-party  lines.  In  addition  to  the  city  stations, 
the  company  serves  approximately  494  rural  subscribers' 
stations,  which  are  not  affected  by  the  proposed  advance  in 
rates. 

The  inventory  filed  by  petitioner  has  been  checked  and 
the  checked  inventory  appraised  by  the  Commission's  engi- 
neers. The  cost  to  reproduce  the  physical  portion  of  the 
entire  property  new,  including  materials  and  supplies,  and 
based  upon  average  prices  for  labor  and  material  for  the 
five-year  period,  1912  to  1916,  inclusive,  was  found  to  be 
f4S,684,  and  the  cost  to  reproduce  new,  less  depreciation, 
$34,431. 

In  connection  with  the  inventory  of  the  physical  portion 
of  the  plant,  the  Commission  assigned  normal  lives  to  its 
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several  component  parts.  From  these  normal  lives  the 
value  of  the  annual  depreciation  now  occurring  in  the  entire 
physical  portion  was  found  to  be  $3,035.  The  total  average 
annual  operating  expense  for  the  year  1916  and  1917,  as 
reported  by  petitioner,  is  $7,912.  No  provision  has  been 
made  for  an  allowance  in  operating  expense  to  provide  a 
reserve  against  depreciation.  Should  an  allowance  be  made 
for  this  purpose,  equal  to  6  per  cent,  of  the  cost  to  repro- 
duce the  property  new,  exclusive  of  materials  and  supplies, 
the  annual  operating  expense,  based  upon  an  average  for 
the  other  items  as  shown  by  petitioner's  report  for  the  years 
1916  and  1917,  would  be  increased  to  approximately  $10,000. 
Since  the  proposed  schedule  constitutes,  in  effect,  an 
increase  of  $2.00  per  year  upon  the  total  number  of  city 
telephone  stations,  146,  the  total  annual  operating  revenue 
will  be  increased  approximately  $292. 

Testimony  and  exhibits  show  that  operation  under  the 
present  schedule  involves  an  annual  deficit  of  approxi- 
mately $338..  It  is  obvious,  therefore,  that  the  proposed 
schedule  of  rates  will  ije  productive  of  barely  sufficient  reve- 
nue to  cover  operating  expenses,  exclusive  of  an  allowance 
for  depreciation  resei-ve.  In  view  of  this  fact,  the  Com- 
mission sees  no  necessity  of  fixing  a  definite  value  for  rate- 
making  purposes  upon  the  property  in  question.  It  is 
obvious,  upon  the  face  of  the  testimony  and  exhibits  in  the 
ease,  that  the  proposed  increase  in  rates  will,  when  placed 
in  effect,  under  no  circumstance  produce  an  excessive  rate 
of  return  upon  any  fair  valuation  that  might  be  assigned 
for  the  property. 

/(  is,  therefore,  ordered  hy  the  Public  Utilities  Commis- 
sion of  Illinois,  as  follows : 

Section  1.  That  the  Farmers  Fountain  Telephone  Com- 
pany, of  Columbia,  Monroe  County,  be,  and  the  same  is 
hereby,  authorized  to  discontinue  the  schedule  of  rates  now 
in  effect  in  Columbia,  Waterloo,  New  Hanover  and  Val- 
meyer  and  vicinities,  and  to  substitute  therefor  the 
following: 
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Per  Year 

Residence  telephones,  individual  line $12  00 

BuBinees  telephones    14  00 

Rural,  par^  line  telephones 10  00 

All  telephone  rentals  payable  quarterly. 

Section  2.  That  the  schedule  of  telephone  rates  author- 
ized herein  shall  be  filed,  posted,  and  published  by  the 
Farmers  Fountain  Telephone  Company,  in  conformity  with 
Section  34  of  an  Act  to  Provide  for  the  Kegulation  of  Pub- 
lic Utilities,  now  in  effect  in  Illinois,  and  with  General 
Order  No.  28*  (Conference  Ruling  No.  23)  of  the  Public 
Utilities  Commission  of  Illinois ;  that  it  shall  be  designated 
as  I.  P.  U.  C.  1,  and  shall  become  effective  as  of  December 
1,  1918. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
third  day  of  December,  1918. 


[III. 


In  re  Application  of  Smiley  Begs.  Telephone  Exchange 
FOB  Increase  in  Kates  in  0 'Fallon  and  Vicinity. 

Case  No.  8429. 

Decided  December  3,  1918. 

Increase  in  Rates  Authorized  —  6  Per  Cent.  Fixed  for  Beserre  foi 
Depreciation. 

Opinion  anh  Obdbb. 
The  application  filed  herein  sets  forth  that  petitioner  is  , 
a  public  utility,  engaged  in  the  operation  of  a  telephone  sys- 
tem in  O 'Fallon,  St.  Clair  County,  and  vicinity,  and  that 
as  such  public  utility  it  is  subject  to  the  provisions  of  an 
Act  to  Provide  for  the  Kegulation  of  Public  Utilities.  The 
present  telephone  rates  in  0 'Fallon  and  vicinity  are  as 
follows : 


*  See  Commission  Leaflet  No.  54,  p.  21. 
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Per  Annum 

Bosiness,  individiial  line,  stations $24  00 

Residence,  individual  line,  stations 18  00 

Residence,  two-pnrty   line,   stations ^5  00 

Residence,  four-party  line,  stations 12  00 

Extension  telephones   6  00 

Desk  telephones,  residence  or  business  (extra) 3  00 

Aatoniatic  instruments  (extra) 3  00 

Rural,  multi-party,  stations 12  00 

Extra  listii^,  per  line 6  00 

Extension  bells 3  00 

Push  button  and  boRzer 2  00 

Rural  lines,  when  equipment  and  lines  are  owned  by  subscribers, 

switching  only  6  00 


The  application  asks  for  the  issuance  of  an  order  author- 
izing the  discontinnance  of  the  rates  now  in  effect  and  the 
placing  in  effect  of  the  following: 

PK0P08ED  Schedule. 


Clofsification   of   Service 

Business,  individual  line,   stations 

Residence,  individual  line,  stations 

Residence,  two-party  line,  stations 

R«eidence,  four-party  line,  stations- 

Extension  telephones 

Desk  sets,  residence  and  business  (extra) : 

Automatic  instruments   (extra) 

Rural,  multi-party,  stations,  up  to  18  on  line 

Subscribers  to  pay  a  part  of  cost  of  construc- 
tion of  line,  no  less  than  3  to  a  line. 

Extra  listing,  per  tine 

Moving'  charge,  actual  cost. 

Extension  bells 

Push  button  and  buzzer 

Rural  lines,  when  equipment  and  lines  are  owned 
by  subscribers,  switching  only 


Diaoount  if 

Paid  On  or 

Hate 

Before  Tenth 

■Annum 

of  Month 

$33  00 

$0.25 

27  00 

25 

24  00 

25 

21  00 

25 

The  matter  came  on  for  hearing  before  the  CommiBsion 
on  September  3,  1918. "  Smiley  Bros.  Telephone  Exchange 
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was  represented  by  Bruce  A.  Campbell,  attorney,  no 
objectors  to  proposed  rates  appearing.  Petitioner  intro- 
duced, as  exhibits,  an  inventory  and  appraisal  of  plant,  a 
comparative  statement  showing  operating  revenue  and 
expense  for  the  year  ending  December  31,  1917,  with  a 
comparison  of  revenue  under  the  present  rates  and  the  esti- 
mated revenue  under  the '  proposed  rates,  together  with 
proof  of  publication  of  a  notice  of  intention  to  apply  for 
authority  to  advance  rates. 

The  plant  is  of  the  magneto  type,  with  metallic  circuits 
to  all  subscribers'  stations,  and  testimony  shows  that 
service  is  being  furnished  to  322  subscribers. 

The  inventory  submitted  has  been  checked  by  the  Com- 
mission's engineers  and  the  checked  inventory  appraised. 
The  reproduction  cost  new,  using  average  prices  of  labor 
and  material  for  the  five-year  period,  1912  to  1916,  inclusive, 
and  including  the  present  stock  of  materials  and  supplies, 
ifi  $21,012.  The  reproduction  cost  new,  less  depreciation, 
including  the  present  stock  of  materials  and  supplies,  is 
$12,060. 

In  connection  with  the  inventory  of  the  physical  portion 
of  the  plant,  the  Commission  assigned  normal  lives  to  the 
several  component  parts.  From  these  normal  lives  the 
value  of  the  annual  depreciation  now  occurring  in  the  entire 
physical  portion  of  the  plant  was  found  to  be  $1,405.  The 
average  operating  expense  for  the  years  1916  and  1917, 
including  $950,  the  average  annual  allowance  made  by  peti- 
tioner to  provide  a  reserve  against  depreciation,  is  $4,583. 
The  average  total  operating  revenue,  for  the  same  period, 
is  $4,459.  Including  an  allowance  adequate  to  provide  a 
proper  reserve  for  depreciation,  as  fixed  by  the  Commis- 
sion, the  average  operating  result,  therefore,  for  the  years 
1916  and  1917,  is  a  deficit  of  $579. 

After  carefully  considering  the  method  of  appraising  the 
plant,  taking  into  consideration  every  fact  and  circumstance 
hearing  upon  its  value,  and  making  due  allowance  for  the 
necessary  working  capital,  and  including  present  stock  of 
materials  and  supplies,  the  Commission  is  of  the  opinion, 
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and  finds,  that  a  fair  value  of  the  property  used  and  usefnl 
in  furnishing  telephone  senice  in  0 'Fallon  and  vicinity, 
and  the  business  attached  thereto,  including  every  element 
of  value,  tangible  and  intangible,  for  rate-making  purposes 
is  $14,940,  as  of  June  1, 1918. 

In  view  of  the  character  of  the  construction  used  and  of 
the  fact  that  a  large  portion  of  the  plant  is  in  condition 
requiring  early  repair,  the  Commission  is  also  of  the  opin- 
ion, and  finds,  after  giving  all  of  the  related  facts  careful 
consideration,  that  the  annual  depreciation  now  occurring 
in  the  plant  is  due,  in  part,  to  the  fact  that  the  property 
has  not  been  adequately  maintained  in  the  past.  The  Com- 
mission is  of  the  opinion,  therefore,  and  finds,  after  careful 
consideration,  that  a  sum  equal  to  6  per  cent,  of  the  cost  to 
leproduce  the  entire  physical  property,  based  upon  average 
prices  for  labor  and  material  for  the  five-year  period,  1912 
to  1916,  inclusive,  should  be  set  aside  annually  to  provide 
a  reserve  against  normal  depreciation. 

Since  the  rates  proposed  by  petitioner  will  produce  an 
annual  probable  net  income  of  approximately  $1,383,  which 
is  9  per  cent,  on  the  valuation  fixed  hy  tiie  Commission  as 
of  June  1, 1918,  for  rate-making  purposes,  the  Commission, 
after  carefully  considering  the  matter  and  giving  due 
weight  to  all  factors  involved,  is  of  the  opinion,  and  finds, 
that  said  proposed  rates  are  not  justified,  but  that  a  modi- 
fication thereof,  as  hereinafter  authorized,  will  produce 
a  probable  annual  increase  in  operating  revenue  of  approx- 
imately  $1,377,  which  is  sufficient  to  permit  of  an  annual 
aUowanee  being  set  aside  for  a  reserve  against  depreciation, 
to  cover  operating  expenses,  and  to  produce  a  probable  net 
return  of  $798  per  annum,  approximately  5.4  per  cent,  on 
the  valuation  fixed  by  the  Commission  as  of  June  1,  1918, 
as  a  basis  for  rate-making. 

■It  is,  therefore,  ordered  hy  the  Public  Utilities  Commis- 
sion of  Illinois,  as  follows; 

Section  1.  That  the  Smiley  Bros.  Telephone  Exchange  be, 
and  the  same  hereby  is,  authorized  to  discontinue  the  sehed- 
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ule  of  rates  now  in  eifect  in  O 'Fallon  and  vicinity  and  to 
substitute  therefor  the  following  modification  of  the 
schedule  proposed : 


MoDirinD  Schedule. 


Classification  of  Service 

Basinesa,  individual  lines,  stations 

R«sidence,  indivldnal  line,  stations 

Residence,  two-party  line,  stations 

Residence,  four-party  line,  stations. ........ 

Exteoflion  telephones 

Desk  sets,  residence  and  business  (extra) 

Automatic  instruments  (extra) 

Rural,  multi-party  line,  stations,  up   to  18 


Subscribers  to  pay  a  part  of  cost  of  conatrue- 
tioa  of  line,  no  less  than  3  to  a  line. 

Extra  listing,  per  Hne 

Moving  charge,  actual  cost. 

Extension  bells 

Push  button  and  buzzer 

Rural  lines,  when  equipment  and  lines  are  owned 
by  subscribers,  switching  only 


Rate 
PerAnm 
$33  00 
27  00 
24  00 
18  00 
6  00 

3  00 

4  50 

18  00 


Digeount  if 
Paid  On  or 

Before  Tenth 

of  Month 

$0.25 

25 

25 


3  00 
2  00 


Section  2.  That  the  Smiley  Bros.  Telephone  Exchange 
set  aside  annually,  as  a  reserve  against  depreciation,  a  sum 
which  is  not  less  than  6  per  cent,  of  the  cost  to  reproduce  the 
entire  present  physical  property  in  0 'Fallon  and  vicinity 
new,  based  upon  average  prices  for  labor  and  material  for 
the  five-year  period,  1912  to  1916,  inclusive,  plus  6  per  cent, 
of  the  cost  of  all  additions  made  in  the  future. 

Section  3.  That  the  schedule  of  telephone  rates  author- 
ized herein  shall  be  filed,  posted,  and  published  by  the 
Smiley  Bros.  Telephone  Exchange,  in  conformity  with  Sec- 
tion 34  of  an  Act  to  Provide  for  the  Relation  of  Public 
Utilities,  now  in  effect  in  Illinois,  and  with  General  Order 
No.  28"  (Conference  Ruling  No.  23)  of  the  Public  UtiUtiea 


*  See  Commission  Leaflet  No.  54,  p.  21. 


DigilizcdbyGOOglc 


In  re  Nationai,  Tel.  and  Elbc.  Co.  555 

C.  L.  86] 

Conmiission  of  Illinois ;  that  it  shall  be  designated  as  I.  P. 
U.  C.  No.  1,  and  shall  become  effective  December  1, 1918. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
third  day  of  December,  1918. 


State  Public  Utilities  Commission  ex  rel.  Chicago  Tele- 
phone Company  v.  Postal  Teleqraph-Cablb  Compact. 

On  December  4,  1918,  the  Supreme  Court  of  lUinois  without  further 
opinion  denied  (120  N.  E.  795)  the  petition  for  rehearing  of  its  decision 
□pon  rehearing  (See  Commission  Leaflet  No.  84,  p.  47)  deciding  that  the 
order  of  the  Publia  Utilities  Commission  (See  Commission  Leaflet  No.  66, 
p.  1473),  directing  the  tel^raph  company  to  cease  the  operation  of  a 
public  telephone  business  in  the  State  of  Illinois  until  it  should  obtain  a 
certificate  of  public  convenience  and  necessity  from  the  Commission,  was 
invalid  for  laek  of  jurisdiction. 


In  re  Proposed  Advance  in  Bates  in  Clinton,  Farmer  Citt, 
Mansfield,  Weldon,  Kenney  and  Waynesville  and 
Vicinities  of  National  Telephone  and  Electric 
Company. 

Cflse  No.  8242. 

Decided  December  4,  1918. 

Increaae  in  Bates  Anthorizod  —  S  Pot  <]eiit.  Fixed  for  Beaerve  for 

DepredAtbHL 

Opinion  and  Order. 

A  revised  schedule  of  rates  for  telephone  service  in  Clin- 
ton, Farmer  City,  Mansfield,  Weldon,  Kenney  and  "Waynes- 
viDe,  and  vicinities,  knowTi  as  I.  P.  U.  C.  1,  cancelling  I.  P. 
U.  C.  Original,  having  been  filed  by  the  National  Telephone 
and  Electric  Company,  Clinton,  DeWitt  County,  and  a  hear- 
ing on  the  propriety  of  the  proposed  rates  being  necessary, 
an  order  was  entered  suspending  the  placing  in  effect  of 
the  proposed  rates  until  November  28,  1918. 

The  present  rates  in  the  several  exchanges  covered  in  the 
schedule  are  shown  in  Table  I. ;  and  the  rates  which  it  is 
proposed  to  place  in  effect  in  lieu  thereof  are  shown  in 
Table  II. 
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The  matter  came  on  for  hearing  liefore  the  Commission 
on  July  10,  1918,  with  a  second  hearing  on  July  24,  1918, 
both  at  Springfield.  The  National  Telephone  and  Electric 
Company  was  represented  at  both  hearings  by  Ben  B. 
Boynton,  attorney. 

At  the  hearing,  July  10,  1918,  objectors  to  the  proposed 
rates  were  as  follows :  Mr.  Frank  Rwndle,  mayor,  Clinton ; 
Mr.  John  Bendall,  mayor ;  and  Mr.  L.  R.  Herriok,  attorney, 
Farmer  City;  and  Mr.  John  Watkins,  Mansfield.  At  the 
hearing,  July  24,  1918,  the  following  were  present  as 
objectors :  Mr.  John  Bendall,  mayor,  and  Mr.  L.  R.  Herrick, 
attorney,  Farmer  City;  and  Mr.  Frank  Rundle,  mayor, 
Clinton. 

At  the  hearing,  July  10,  the  petitioner  introduced,  as 
exhibits,  revenue  and  expense  statements  for  the  six  months 
ending  December  31,  19'15,  the  year  ending  December  31, 
1916,  and  the  year  ending  December  31,  1917,  together  with 
a  comparative  statement  showing  the  rate  of  return  to  the 
company  under  the  present  rates,  and  the  estimated  rate  of 
return  under  the  rates  proposed,  together  with  proof  of 
publication  of  notice  of  application  for  authority  to  advance 
rates. 

Testimony  offered  lends  to  show  that  the  rates  now  in 
effect  do  not  provide  revenue  sufficient  to  cover  operating 
expenses,  provide  adequate  reserve  against  depreciation 
and  pay  a  reasonable  return.  The  service  furnished  is 
classified  as  follows,  and  involves  approximately  2,400 
telephone  stations : 
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The  entire  system,  comprising  six  exchanges,  in  which  it 
is  proposed  to  change  rates,  is  operated  as  a  miit  by  the 
National  Telephone  and  Electric  Company,  furnishing 
telephone  service  to  a  very  rich  rural  community.  Testi- 
mony tends  to  show  that  this  property  has  suffered  from 
inadequate  maintenance  and  consequent  retarded  develop- 
ment in  the  past  and  that  it  is  necessary  to  effect  substan- 
tial reconstruction  at  once  in  order  that  service  may  con- 
tinue without  interruption.  It  is  claimed  that  the  grade 
of  service  now  furnished  is  below  the  required  standard, 
because  present  rates  do  not  provide  sufficient  revenue  to 
cover  operating  expenses  and  assure  satisfactory  mainte-  , 
.nttnce,  with  an  allowance  sufficient  to  provide  an  adequate 
reserve  against  depreciation.  Recently,  however,  the  serv- 
ice at  "Waynesville  has  been  improved  by  reconstructing  a 
part  of  the  plant,  and  furliier  improvements  which  peti- 
tioner proposes  to  make  will  tend  to  place  the  entire  plant 
in  satisfactory  condition. 

In  order  No.  3274,  the  then  owners  of  the  property  were 
instructed  by  the  Commission  to  set  up  a  present  value, 
based  upon  inventory  and  appraisal,  of  $161,058  for  the 
plant  and  $2,071  for  materials  and  supplies,  a  total,  as  of 
August  1,  1914,  for  the  physical  property,  of  $163,729. 
Statements  filed  show  that  additions  to  plant  from  August 
1,  1914,  the  date  of  the  inventory  and  appraisal,  to  Decem- 
ber 31, 1917,  were  $24,053,  making  a  total,  for  the  appraised 
value  of  plant,  plus  such  additions  as  were  made  prior  to 
December  31, 1917,  and  exclusive  of  materials  and  supplies, 
of  $185,711.  The  total  value  of  materials  and  supplies  on 
hand  on  the  same  date  was  $4,890. 

The  cost  of  reproduction  new,  of  the  physical  portion  of 
the  plant,  as  of  August  1,  1914,  fixed  by  the  Commission, 
plus  such  additions  to  plant  as  have  been  made  since  that 
date  and  prior  to  December  31, 1917,  exclusive  of  materials 
and  supplies,  is  $224,973. 

Under  the  rates  now  in  effect,  the  average  annual  revenue, 
based  on  the  two  and  one-half-year  period  ending  Decem- 
ber 31,   1917,   including   interexchange   toll   revenue  and 
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other  revenue  from  migcellaneous  sources,  is  $44,570. 
Should  the  proposed  rates  be  placed  in  effect,  the  annual 
operating  revenue,  assuming  that  the  same  total  number  of 
subscribers'  stations  is  maintained,  but  classified  and  dis- 
tributed in  accordance  with  the  proposed  schedule,  will  be 
increased  $6,837. 

The  total  annual  average  operating  expense  for  the  two 
and  one-half-year  period  ending  December  31,  1917,  is 
$33335.  This  includes  an  average  annual  allowance  of  only 
$380  to  provide  a  reserve  against  depreciation.  Should  an 
annual  allowance  of  6  per  cent  of  the  reproduction  cost  new 
of  the  physical  portion  of  the  property  be  included  in  the 
operating  expense,  the  annual  average  operating  expense 
will  be  increased  to  approximately  $45,000,  resulting,  under 
the  present  schedule  of  rates,  in  an  annual  operating  deficit 
of  approximately  $443.  It  is  clear,  therefore,  that  if  the 
proposed  rates  are  placed  in  effect  and  the  allowance  for 
a  reserve  against  depreciation  Is  increased  Ic  approxi- 
mately 6  per  cent,  of  the  reproduction  cost  new  of  the  phys- 
ical portion  of  the  property,  the  annual  operation  of  the 
company  will  result  in  a  net  income,  assuming  that  operat- 
ing expenses  will  not  be  increased  under  present  condi- 
tions, of  approximately  $6,395.  We  may  assume,  for  the 
purposes  of  this  case,  that  the  present  value  of  petitioner's 
property,  including  all  additions  and  betterments  made 
since  August  1,  1914,  is  no  greater  than  the  value  found 
by  the  Commission  as  of  said  latter  date,  $163,729,  and  yet 
the  net  income  under  the  proposed  rates  would  be  equivalent 
to  a  return  of  only  1.8  per  cent.  In  view  of  this  fact,  and 
from  consideration  of  all  the  other  facts  shown  by  the 
record  in  this  case^  the  Commission  is  of  the  opinion,  and 
finds,  tiiat  the  proposed  rates  are  reasonable  and  just. 

The  Commission  is  further  of  the  opinion,  that  it  is  not 
necessary,  at  this  time,  to  definitely  fix  the  present  value 
of  the  telephone  property  involved  herein. 

Arguments  advanced  by  the  city  of  Farmer  City,  one 
of  the  objectors  to  the  proposed  rates,  were  based  upon 
a  consideration  of  the  capitalization  of  the  company,  the 
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valuation  placed  on  the  property  by  the  Commission  in  Case 
No.  3274,  and  the  cost  of  additions  to  jJant  made  during  the 
period  August  1,  1914,  to  December  31,  1917. 

The  Commission  has  given  full  consideration  to  the  rate 
of  return  upon  the  capital  stock  of  the  company,  as  well 
as  to  the  probable  rate  of  return  provided  the  proposed 
rates  are  placed  in  effect.  The  valuation  placed  upon  the 
propeity  by  the  Commission  as  of  August  1,  1914,  was 
based  upon  a  detailed  inventory  and  appraisal  of  the  plant 
and  is  not  an  element  open  to  question  in  this  proceeding. 
This  is  clear,  inasmuch  as  the  net  income  realized  by  peti- 
tioner from  the  operation  of  the  property  is  less  than  a 
reasonable  return  upon  a  valuation  of  this  plant  as  of 
August  1,  1914,  plus  additions  to  the  plant  made  prior  to 
December  3'1,  1917,  less  depreciation. 

It  is,  therefore,  ordered.  That  the  National  Telephone 
and  Electric  Company,  of  Clinton,  Illinois,  be,  and  the  same 
is  hereby,  authorized  to  discontinue  its  schedule  of  rates 
DOW  in  effect  at  Clinton,  Farmer  City,  Mansfield,  Weldon, 
Kenney  and  Waynesville  and  viciniti,es,  and  to  substitute 
therefor  the  following : 
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It  is  further  ordered,  That  the  National  Telephone  and 
Klectric  Company  set  aside  annually,  as  a  reserve  against 
depreciation,  a  sum  equal  to  6  per  cent,  of  (he  reproduction 
cost  new  of  its  plant,  $224,973. 

It  is  further  ordered,  That  the  schedule  of  telephone  rates 
authorized  herein  shall  be  filed,  posted  and  published  by 
the  National  Telephone  and  Electric  Company,  in  con- 
formity with  Section  34  of  an  Act  to  Provide  for  the  Regu- 
lation of  Public  Utilities,  now  in  effect  in  lUinoie,  and  with 
General  Order  No.  28*  (Conference  Riding  No.  23)  of  the 
Public  Utilities  Commission  of  Illinois;  that  it  shall  be 
designated  as  I.  P.  U.  C.  1,  and  shall  become  effective  as  of 
November  28,  1918. 

It  is  further  ordered,  That  a  suspension  order  affecting 
Schedule  I.  P.  U.  C.  1  of  the  National  Telephone  and  Elec- 
tric Company,  canceling  I.  P.  U.  C.  Original,  dated  July 
1, 1918,  be,  and  the  same  is  hereby,  vacated  as  oF  November 
28,  1918. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
fourth  day  of  December,  1918. 


In  re  Joint  Petition  of  Eastern  Illinois  Independent 
Telephone  Company  and  Davto  E.  Forgan  et  al., 
BECErvBBS,  Central  Union  Telephone  Compant,  fob 
AN  Order  Approving  Sale  by  Former  and  Purchase 
BY  Latter  of  Telephone  Property. 
Case  No.  7926. 

Decided  December  16,  1918. 

Hodlflcfttion  of  Order  Aatborisiiig  Sale  of  Property  Hade  —  Fftyment 

for  Property  by  Part  Oaeli  aod  AsBiunptiDn  of  FaTment  of  Uort- 

gage  BoDds,  AnUioriBed. 

Supplemental  Obdek. 

An   ordert  having  been  entered  in   the  above-entitled 

matter  on  July  31,  1918,  authorizing  the  Eastern  Illinois 

Independent  Telephone  Company  to  sell,  and  David  R. 

*  See  CommUsioQ  Leaflet  No.  54,  p.  21. 
f  See  »upra,  p.  533. 
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Forgan,  Edgar  S.  Bloom  and  Prank  F.  Powle,  Receivers 
of  the  Central  Union  Telephone  Company,  to  purchase,  all 
of  the  property,  including  the  exchanges  at  Kankakee,  Man- 
teno  and  Grant  Park,  Illinois,  of  the  Eastern  Illinois  Inde- 
pendent Telephone  Company,  for  the  sum  of  $195,000,  to  be 
paid  in  caf>h,  said  sale  and  purchase  to  be  upon  the  tenus 
and  conditions  set  forth  in  said  order;  and 

A  supplemental  petition  having  been  filed  herein  by  said 
Receivers,  Central  Union  Telephone  Company,  in  which  it 
is  set  forth  that  since  the  date  of  the  above-mentioned 
order*  the  parties  hereto  have  iigreed  upon  a  modification 
of  the  terms  of  the  purchase  whereby  $75,000  of  the  total  . 
purchase  price  of  $195,000  is  to  be  paid  in  cash  and  the 
remaining  $120,000  thereof  is  to  be  paid  by  the  iissumption 
by  the  Receivers  herein  of  $120,000,  par  value,  of  the  first 
mortgage  5  per  cent  bonds  of  said  Eastern  Illinois  Inde- 
pendent Telephone  Company  now  outstanding  and  secured 
by  deed  of  trust  covering  said  property,  said  bonds  matur- 
ing on  February  1, 1924,  the  existing  arrangement  or  agree- 
ment between  the  said  Receivers  and  said  Eastern  Illinois 
Independent  Telephone  Company  regarding  said  proposed 
purchase,  as  set  forth  in  the  original  petition  filed  herein, 
to  remain  in  force  except  as  so  modified.  The  petitioner 
asks  that  the  Commission  enter  an  order  herein  approving 
the  modified  terras  of  purchase  as  aforesaid. 

The  Commission  having  considered  said  supplemental 
petition,  and  being  fully  advised  in  the  prfemises,  U  of  the 
opinion,  and  finds,  that  the  prayer  of  said  supplemental 
petition  should  be  granted. 

It  is,  therefore,  ordered  by  the  Public  Utilities  Commis- 
sion of  Illinois,  That  the  order*  entered  by  this  Commission 
on  July  31,  1918,  authorizing  the  Eastern  Illinois  Inde- 
pendent Telephone  Company  to  sell,  and  David  R.  Forgan, 
Edgar  S.  Bloom  and  Frank  F.  Fowle,  Receivers  of  the 
Central  Union  Telephone  Company,  to  purchasG,  all  of  the 
property,  including  the  exchanges  at  Kankakee,  Manteno 
and  Grant  Park,  Illinois,  of  the  Eastern  Illinois  Indepeud- 

■  See  supra,  p.  533. 
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cnt  Telephone  Company  for  the  sum  of  $195,000,  to  be  paid 
in  cash,  be,  and  the  same  is  hereby,  modified  as  to  the  pay- 
ment of  the  purchase  price,  and  the  Eastern  lUinois  Inde- 
pendent Telephone  Company  hereby  is  authorized  to  accept 
as  the  purchase  price  for  said  property  the  sum  of  $195,000, 
of  which  amount  $75,000  shall  be  paid  in  cash,  and  the 
remaining  $120,000  thereof  shall  be  paid  by  said  Receivers 
assuming  $120,000,  par  value,  of  the  5  per  cent,  first  mort- 
gage bonds  of  said  Eastern  Illinois  Independent  Telephone 
Company  now  outstanding  and  secured  by  deed  of  trust 
covering  such  property,  said  bonds  maturing  February  1, 
1924. 

/(  is  further  ^ordered,  That  the  said  order*  of  the  Com- 
mission, entered  on  July  31,  1918,  and  all  the  terms  and 
provisions  thereof,  except  insofar  as  the  same  is  hereby 
expressly  modified,  be,  and  the  same  is  in  all  other  respects, 
approved,  ratified  and  confirmed. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
sixteenth  day  of  December,  1918. 


[Hi. 


In  re  Joint  Application  of  Farmers  Union  Telephone 
Company  and  DbKalb  County  Telephone  Company 
FOR  Approval  of  Sale  and  Purchase  of  Property  in 

KiRKLAND  AND  SOUTH  OF  IrENE. 

Case  No.  8274. 

Decided  December  16,  1918. 

Sale  of  Froperty  to  CompetitOT  Authorized  —  Proper^  Bondered  Use- ' 

leaa  by  Unification  Ordered  Oharsed  to  Purchaser's  Svrpliu 

or  Deficit  Acconnt. 

Opinion  and  Order. 
In  this  proceeding  the  Farmers  Union  Telephone  Com- 
pany and  the  DeKalb  County  Telephone  Company,  joint 
petitioners,  are  seeking  the  consent  and  approval  of  the 
Commission  to  the  sale  by  the  former  and  the  purchase  by 


■  See  supra,  p,  533. 
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the  latter  company  of  the  telephone  property  belonging  to 
the  Fanners  Union  Telephone  Company  and  located  in 
Kirkland  and  vicinity,  for  a  consideration  of  $4,000  to  be 
Iiaid  in  cash. 

A  hearing  upon  said  joint  application  was  held  in  Chicago 
on  September  12,  1918,  at  which  hearing  the  petitioners 
appeared  and  presented  their  evidence.  No  one  appeared 
objecting.  From  the  evidence  it  appears  that  each  of  the 
petitioners  is  transacting  a  public  utility  business,  render- 
ing telephone  service  in  DeKalb  and  Winnebago  Counties, 
and  that  said  petitioners  are  operating  competing 
exchanges  in  Kirkland,  DeKalb  Coonty;  and  that  the 
DeKalb  County  Telephone  Company  is  serving  approxi- 
mately 180  stations  in  Kirkland  and  vicinity  and  that  the 
Farmers  Union  Telephone  Company  is.  serving  approxi- 
mately 70  stations  in  Kirkland  and  vicinity ;  that  the  lines 
of  the  DeKalb  County  Telephone  Company  in  the  township 
of  FVanklin,  DeKalb  County,  in  which  Kirkland  is  located, 
and  the  lines  of  the  Farmers  Union  Telephone  Company  in 
said  township,  parallel  each  other  and  cover  the  same  terri- 
tory; that  there  are  about  20  stations  in  the  competitive 
territory  served  by  both  companies,  thus  duplicating  the 
telephone  service. 

It  appears  that  heretofore  in  connection  with  Case  No. 
6944,  being  an  Application  of  the  Farmers  Union  Telephone 
Company  to  Install  and  Operate  a  Telephone  Exchange  in 
ike  Village  of  Fairdale,  DeKalb  County,  Illinois,  the  engi- 
neering staff  of  the  Commission  made  an  appraisal  of  the 
property  involved  in  this  application.  The  present  value 
of  the  property  as  determined  by  the  engineering  staff  of 
the  Commission  at  the  date  of  appraisal,  February  2, 1918, 
was  $6,713.37. 

The  Commission  having  fully  considered  the  petition, 
exhibits  and  oral  testimony,  and  being  fully  advised  in  the 
premises,  finds  that  the  interests  of  the  public  and  of  the 
joint  applicants  will  be  best  served  by  a  consolidation  of 
the  properties  of  the  two  companies  in  Kirkland  and 
vicinity;  that  the  proposed  sale  and  purchase,  if  consum- 
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I 
mated,  will  consolidate  the  properties  in  said  territory, 
thus  eliminating  the  expense  to  the  public  of  duplicate 
service;  that  the  proposed  sale  of  the  property  of  the 
Farmers  Union  Telephone  Company  in  Kirkland  and 
vicinity  to  the  DeKalb  County  Telephone  Company  should 
be  approved  on  the  terms  and  conditions  hereinafter  set 
forth,  and  that  the  consideration  therefor  should  be  $4,000 
cash. 

/*  is,  therefore,  ordered,  That  the  Farmers  Union  Tele- 
phone Company  be,  and  it  is  hereby,  authorized  to  sell, 
and  that  the  DeKalb  County  Telephone  Company  be,  and 
it  is  hereby,  authorized  to  purchase,  all  of  the  property  of 
the  Farmers  Union  Telephone  Company  lying  south  of  the 
first  road  running  east  and  west,  south  of  the  village  of 
Irene  in  the  township  of  Cherry  Valley,  Winnebago  County, 
Llinois,  and  all  of  the  property  of  the  Farmers  Union  Tele- 
phone Company  in  DeKalb  County,  including  the  exchange 
at  Kirkland  and  that  part  of  a  certain  toll  line  running 
from  Kirkland  to  Rockford,  located  within  the  above 
described  boundaries,  for  the  sum  of  $4,000,  to  be  paid  in 
cash,  said  sale  and  purchase  to  be  upon  the  terms  and  con- 
ditions hereinafter  set  forth. 

It  is  further  ordered,  That  the  Farmers  Union  Telephone 
Company,  upon  the  sale  and  transfer  of  its  property  as 
herein  authorized,  shall  reduce  its  plant  account  by  credit- 
ing thereto  the  sum  of  $4,000;  and  said  company  shall  hold 
in  its  treasury,  subject  to  the  further  order  of  the  Commis- 
sion, the  funds  received  in  consideration  of  the  property 
sold,  amounting  to  $4,000. 

/( is  further  ordered,  That  the  DeKalb  County  Telephone 
Company  shall,  upon  merging  the  two  systems,  determine, 
as  nearly  as  possible,  the  proportionate  amount  of  such 
cost,  represented  by  property,  that,  by  reason  of  duplica- 
tions, will  be  useless  in  a  unified  system  and,  after  making 
due  allowance  for  the  value  of  material  and  instruments, 
shall  charge  the  balance  to  its  corporate  surplus  or  deficit 
account. 
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It  is  further  ordered,  That  the  authority  herein  granted 
be  given  under  the  following  conditions  and  not  otherwise : 

1.  That  the  complete  transfer  of  the  property  to  be  sold 
and  purchased,  as  herein  provided,  shall  be  effected  within 
sisty  days  frpm  the  date  of  this  order. 

2.  That  upon  the  completion  of  said  sale  and  purchase 
the  DeKalb  County  Telephone  Company  shall  make  a  veri- 
fied report  (in  duplicate)  of  the  same  to  this  Commission. 

3.  That  upon  eifecting  a  complete  transfer  of  said  prop- 
erty, said  Farmers  Union  Telephone  Company  shall  be 
permitted  and  required  to  discontinue  the  operation  of  its 
telephone  exchange  and  system  in  the  village  of  Kirkland 
and  vicinity,  and  shall  file  with  this  Commission  a  certifi- 
cate of  such  discontinuance. 

4.  That  the  property  to  be  acquired,  as  aforesaid,  shall 
never  be  capitalized  by  the  DeKalb  County  Telephone  Com- 
pany in  an  amount  exceeding  the  sum  of  $4,000. 

5.  That  upon  the  completion  of  the  sale  and  purchase, 
and  the  transfer  of  the  property  by  the  Farmers  Union 
Telephone  Company  to  the  DeKalb  County  Telephone 
Company,  the  latter  company  shall  cause  the  two  exchanges 
at  Kirkland  to  be  physically  merged  in  such  manner  as  to 
inconvenience  in  the  least  possible  degree  the  patrons  of 
the  service. 

6.  That  said  sale  and  purchase  shall  be  consummated  by 
the  exeeution  and  delivery  of  good  and  sufficient  deed  or 
instrument  of  conveyance,  a  copy  of  which,  duly  certified, 
shall  be  filed  with  this  Commission  within  fifteen  days  from 
the  consummation  of  said  sale,  and  that  said  sale  and  pur- 
chase shall  not  be  complete  until  said  copy  of  conveyance 
frhall  be  filed  with  this  Commission. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
sixteenth  day  of  December,  1918. 
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In  re  Application  ok  Charles  T.  Smiley,  Doing  Business 
AS  Lebanon  Telephone  Exchange,  for  an  Ordeb 
Authorizing  Increase  in  Bates  in  Lebanon  and 
Vicinity. 

Case  No.  8430. 

Decided  December  16,  1918. 

IncreaM  In  Kates  Anthorlxed  —  6  F«r  Oent.  Fixed  for  Becerre  for 
Depreciation  —  ValwUioii  Hade. 


Opinion  and  Order. 
The  application  filed  herein  sets  forth  that  petitioner  is 
a  public  utility,  engaged  in  the  operation  of  a  telephone 
system  in  Lebanon,  St.  Clair  County,  and  vicinity,  and  that 
as  such  public  utility  it  is  Bubject  to  the  provisions  of  an 
Act  to  Provide  for  the  Regulation  of  Public  Utilities.  The 
present  telephone  rates  in  Lebanon  and  vicinity  are  as 
follows : 

PerAnwm 

Bosiness,  individual  line,  stations $24  00 

Re^denee,  individual  line,   stations 18  00 

Residence,  two-party   line,   stations 16  00 

Residence,  four-party  line,  stations 12  00 

Extension  telephones   6  00 

Desk  telephones,  residence  or  business,  extra 3  00 

Automatic  instruments,    extra 3  00 

Rnral,  multi-party  line,  stations *       12  00 

Extra  listing,  per  line 6  00 

Extension  bells   3  00 

Posh  buttons  and  buzzer 2  00 

Rural  line,  when  equipment  and  lines  are  owned  by  subscribers, 

switching  only 5  00 

The  application  asks  for  the  issuance  of  an  order  author- 
izing the  discontinuance  of  the  rates  now  in  effect  and  the 
placing  in  effect  of  the  following : 
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Per  Jniium 

Business,  individual  line,  stations $33  00 

Residence,  individual    line,  stations 27  00 

Residence,  two-party   line,    stations 24  00 

Residence,  funr-party  line,  stations 21  00 

Extension  telephones   6  OO 

Desk  telephones,  residence  or  business,  extra 3  00 

Automatic  insfrnments,  extra 4  60 

Rnral,  multi-party,  stations  (up  to  18  per  line) 21  00 

Subscriber  to  pay  a  part  of  the  cost  of  construct'on  of  line,  no 

less  than  3  to  a  mile. 

Extra  listing,  per  line 6  00 

Ifoving  charge,  actual  cost. 

Extension  bells 3  00 

Push  buttons  and  buzzer 2  00 

Rnral  line,  when  equipment  and  lines  are  on-ned  by  subscribers, 

switching  only  5  00 

Discount  applying  to  rates  for  business  and  residence  stations, 

when  payment  is  made  monthly  on.  or  before  the  tenth  of  the 

month  in  which  the  service  is  rendered,  per  month 25 

The  matter  came  on  for  hearing  before  the  Commission 
on  September  3,  191S.  The  Lebanon  Telephone  Exchange 
was  represented  by  Bruce  A.  Campbell,  attorney;  no  objec- 
tors to  proposed  rates  appearing.  The  petitioner  intro- 
duced, as  exhibits,  an  inventory  and  appraisal  of  plant, 
ft  comparative  statement  showing  operating  revenue  and 
.expenses  for  the  year  ending  December  31,  1917,  with  a 
comparison  of  revenue  under  the  present  rates  and  the 
estimated  revenue  under  the  proposed  rates,  together  with 
proof  of  publication  of  a  notice  of  intention  to  apply  for 
authority  to  advance  rates. 

The  plant  is  of  the  magneto  type,  with  metallic  circuits 
to  all  subscribers'  stations,  and  the  exhibits  show  that  serv- 
ice is  being  furnished  to  213  subscribers,  classified  and  dis- 
tributed as  follows; 

Btuiness,  individual  line,  stations 35 

Resid«iee,  individual   line,   stations 8 

Residence,  two-party  line,  stations 3 

Residence,  fonr-party  line,  stations 131 

Rural,  multi-party,  stations -^1 

Automatic  instniments   ^ 
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The  inventory  submitted  has  been  checked  by  the  Com- 
mission's engineers  and  the  checked  inventory  appraised. 
The  reproduction  cost  new,  using  average  prices  of  labor 
and  material  for  the  five-year  period,  1912  to  1©16,  inclusive, 
and  including  the  present  stock  of  materials  and  supplies, 
is  $16,427.  The  reproduction  cost  new,  less  depreciation, 
including  the  present  stock  of  materials  and  supplies,  is 
$11,552. 

In  connection  with  the  inventory  of  the  physical  portion 
of  the  plant,  the  Commission  assigned  normal  lives  to  the 
several  component  parts.  From  these  normal  lives  the 
value  of  the  annual  depreciation  now  occurring  in  the  entire 
physical  portion  of  the  plant  was  found  to  be  $1,089.  The 
average  operating  expense  for  the  years  1916  to  1917, 
including  $300,  the  average  annual  allowance  made  by  peti- 
tioner to  provide  a  reserve  against  depreciation,  is  $3,273. 
The  average  total  operating  revenue,  for  the  same  period, 
is  $3,315.  Including  an  allowance  adequate  to  provide  a 
proper  reserve  for  depreciation,  as  fixed  by  the  Commis- 
sion, the  average  operating  result,  therefore,  for  the  years 
1916  and  1917,  is  a  deficit  of  $747. 

After  carefully  considering  the  method  of  appraising  the 
plant,  taking  into  consideration  every  fact  and  circum- 
stance bearing  upon  its  value,  and  making  due  allowance 
for  the  necessary  working  capital,  and  including  present 
stock  of  materials  and  supplies,  the  Commission  is  of  the 
opinion,  and  finds,  that  a  fair  value  of  the  property  used 
and  useful  in  furnishing  telephone  service  in  Lebanon  and 
\'icinity,  and  the  business  attached  thereto,  including  every 
element  of  value,  tangible  and  intangible,  for  rate-making 
purposes,  at  least  is  $13,875  as  of  June  1, 1918. 

The  Commission  is  also  of  the  opinion,  and  finds,  after 
careful  consideration,  that  a  sum  equal  to  6  per  cent,  of  the 
cost  to  reproduce  the  entire  physical  property,  using 
average  prices  for  labor  and  material,  based  upon  the  five- 
year  period  1912  to  1916,  inclusive,  plus  6  per  cent,  of  the 
cost  of  all  additions  made  in  the  future,  should  be  set  aside 
annually  to  provide  a  reserve  for  depreciation. 
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Shoold  the  present  number  of  subscribers'  stations  be 
maintained,  classified  and  distributed  in  accordance  with 
the  proposed  rate  schedule,  the  total  annual  operating  rev- 
enue will  be  increased  approximately  $1,117.  Including 
e,  proper  allowance  to  provide  an  adequate  reserve  against 
depreciation,  as  determined  by  the  Commission,  this  will 
assure  a  return,  over  all  expenses,  of  approximately  $371, 
which  is  2.7  per  cent,  of  the  valuation  fixed  by  the  Com- 
nussion  as  of  June  1,  1918,  as  a  basis  for  rate-making. 

It  is,  therefore,  ordered  by  the  Public  Utilities  Commis- 
sion of  Illinois,  as  follows : 

Section  1.  That  Charles  T.  Smiley,  doing  business  as  the 
Lebanon  Telephone  Exchange,  be,  and  he  hereby  is,  author- 
ized to  discontinue  the  schedule  of  rates  now  in  effect  in 
Lebanon  and  vicinity  and  to  substitute  therefor  the 
following : 

Per  Annum 

Bosiness,  individual  line,  stations $33  00 

Residence,  individual   line,  stations 27  00 

Residence,  two-party   line,   stations 24  00 

Residence,  fonr-party  line,  stations 21  00 

Extension  telephones 6  00 

Desk  telephones,  residence  or  business,  extra 3  00 

Automatic  instnunents,  extra 4  50 

Rural,  malti-party,  stations  (up  to  IS  per  line) 21  00 

Subscriber  to  pay  a  part  of  the  cost  of  construction  of  line,  no 

less  than  3  to  a  mile. 

Extra  listing,  per  line 6  (JO 

Moving  chai^,  actual  cost. 

Extension  bells    3  00 

Push  buttons  and  buzzer 2  00 

Rural  tine,  wfaen  equipment  and  lines  are  owned  by  subscribers, 

switching  only 5  00 

Discount  applying  to  rates  for  business  and  residence  stations, 

when  payment  is  made  monthly  on  or  before  the  tenth  of  the 

month  in  which  the  service  is  rendered,  per  month 25 

Section  2.  That  Charles  T.  Stniley,  doing  business  as  the 
Lebanon  Telephone  Exchange,  set  aside  annually,  as  a 
reserve  against  depreciation,  a  sum  which  is  not  less  than 
6  per  cent,  of  the  cost  to  reproduce  the  entire  physical  prop- 
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erty  in  Lebanon  and  vicinity  new,  based  upon  average 
prices  for  labor  and  material  for  the  five-year  period  1912 
to  1916,  inclusive,  pins  6  per  cent,  of  the  cost  of  all  addi- 
tions made  in  the  future. 

Section  3.  That  the  schedule  of  telephone  rates  author- 
ized herein  shall  be  filed,  posted,  and  published  by  peti- 
tioner, in  conformity  with  Section  34  of  an  Act  to  Provide 
for  the  Regulation  of  Public  Utilities,  now  in  effect  in 
Illinois,  and  with  General  Order  No.  28"  (Conference  Rul- 
ing No.  23)  of  the  Public  Utilities  Commission  of  Illinois: 
that  it  shall  be  designated  as  I.  P.  U.  C.  1,  and  shall  become 
(•ffeetive  December  1,  1918. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
sixteenth  day  of  December,  1918. 


In  re  Proposed  Advance  in  Rates  fob  Service  ik  Mount 
Auburn  and  Viuinitv  of  the  Mount  Auburn  Tele- 
phone Company, 

Case  No.  8495. 

Decided  December  16,  1918. 

locretM  in  Bates  Antborisecl  —  ToU  Bate  in  Uea  of  Free  InfrexcTmif 
Service  Antborixed  —  6.S  Pai  cent.  Fixed  for  Beeerve  f ot  Depreda- 
tion —  7.4   Per   Cent,    for   Bat*    of   Betnin   DiaapproTod  — 
Valuation  Hade. 

Applicant,  which  operated  a  magneto  type  plant  with  grounded  c'rruits 
to  all  except  individual  bnsiness  stations,  which  are  metallic,  and  served 
226  subscribers  in  Mount  Aubum  and  vicinity,  Ried  a  schedule  increas  ng 
rates  by  from  $3.00  to  $6.00  per  year.  The  inventor}'  showed  ti  repro- 
doctioD  cost  new,  using  average  prices  based  upon  the  five-year  period. 
1912  to  1916,  and  including  materials  and  supplies,  of  $16,742,  and  a 
reprodaction  cost  new,  less  depreciation,  of  $12,413,  while  the  actual 
annual  depreciation  was  estimated  at  $1.00S.  The  Commission  found 
that,  allowing  a  proper  reserve  for  depreciation,  the  operations  in  1916 
and  1917  and  the  last  »x  montha  of  1915  resulted  in  an  average  annual 
net  income  of  $568. 

Held:  That  taking  into  consideration  evf>ry  fact  and  circumstance 
bearing  on  tiie  value,  including  working  capital,  materials  and  supplies. 


*  See  Commission  Leaflet  So.  54,  p.  21. 
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the  fair  valae  of  the  property  used  and  nseful  in  farnUhinK  service.  a»il 
the  business  attached  thereto,  inclading  every  element  of  valae,  tangiblo 
and  intangible,  was  at  least  $14,937  as  o£  July  1,  1918; 

That  a  sum  equal  to  6.2  per -cent,  of  the  coat  to  reproduce  the  entire 
physical  property,  using  average  pnces  for  labor  and  material  based  upon 
the  five-year  period,  1912  to  1916,  inclusive,  plus  6.2  pur  cent,  of  the  cost      , 
of  all  additions  made  in  the  future,  should  be  set  aside  annually  to  pro- 
vide a  reserve  for  depreciation ; 

That  since  the  rates  proposed  by  petitioner  would  produce  an  annual 
probable  net  income  of  approximately  $1,102,  which  would  be  7,4  per 
cent,  of  the  value  fixed,  the  proposed  rates  were  not  justified,  and  a 
modification  thereof  should  be  made  which  would  produce  a  probable 
annual  increase  in  revenue  of  approximately  $114,  which  with  the  inde- 
terminate increase  which  would  be  derived  from  toll  revenues  after  a 
proposed  toll  rate  of  10  cents  per  niesaa^  was  establisbed  from  Hount 
Auburn  to  Blue  Mound,  would  probably  produce  a  net  income  of  $681, 
or  4.7  per  cent.,  plus  such  toll  rates; 

That  as  applicant's  toll  plant  consisted  of  one-half  ownership  of  single 
metallic  circuits  from  Mount  Auburn  to  Blue  Mound  and  from  Mount 
Anbom  to  lUiopolis,  the  revenue  realized  and- to  be  realized  from  toll 
r&tea  should  be  credited  lately  to  the  local  plant; 

That  a  proposed  10-cent  toll  chai^  between  Mount  Auburn  and  Blue 
Mound  should  be  authorized,  which  would  have  the  desirable  effect  of 
eliminating  a  l&Tf^  part  of  unnecessary  present  free  traffic  over  this  cir- 
cuit, averagii^  at  present  70  calls  per  day,  and  would  reault  in  an  increase 
in  revenue. 

Opinion  and  Order. 
A  revised  schedule  of  rates  for  telephone  service  in  Mount 
Aubnm,  Christian  County,  and  vicinity,  having  been  filed 
by  the  Mount  Auburn  Telephone  Company,  and  a  hearing 
before  the  Commission  on  the  matter  being  necessary,  an 
order  was  entered,  suspending  the  placing  in  tjffect  of  the 
proposed  rates  until  January  28,  1919.  The  present  rates 
are  as  follows : 

Per  AHaatn 

Individual  business  stations $18  00 

Individual  residence  stations 15  00 

Party  line  residence  stations. 12  00 

Rural  mnlti-party  business  stations 15  00 

Rural  multi-party  residence  stations 15  00 

Extension  bells    3  00 

Extension  telephones  6  00 

Cash  discount  for  advance  paymtnt,  rural  telephones 3  00 

Toll  rate.  Mount  Auburn  to  Bln^  Moand Free  service. 


DigilizcdbyCOOglc 


576  Illinois  Public  Utilities  Commission. 

The  schedule  -filed  proposes  to  discontinue  the  present 
rates  and  to  establish,  in  lien  thereof,  the  following: 

Individual  business  stations $21  00  per  annum 

Indiyidoal  residence  stations 18  00  per  annum 

Party  line  residence  stations 15  00  per  annum 

Rural  multi-party  business  stations 20  00  per  annum 

Rural  multi-party  residence  stations IS  00  per  annum 

Extension  bells  3  00  per  annum 

Extension  telephones 6  00  per  annum 

Cash  discount  for  advance  payment : 

City  telephones 15  per  month 

Rural  telephones 2  00  per  annum 

Toll  rat«,  Uount  Auburn  to  Glue  Mound,  first  5 

minutes  or  fraction  thereof 10  per  message 

Cash  discount  allowed  on  rental  paid  in  advance  only. 

The  matter  came  on  for  hearing  before  the  Connnission  on 
September  17,  and  on  October  29, 1918.  The  Mount  Auburn 
Telephone  Company  was  represented  by  Lawrence  C. 
Wheat,  attorney.  The  objectors  to  the  proposed  advance 
in  rates  were  represented  by  J.  D.  Henderson  and  J.  F. 
McCool.  Petitioner  introduced,  as  exhibits,  an  inventory 
and  appraisal  of  plant,  nrmual  revenue  and  expense  state- 
ments for  the  years  1914  to  1917,  inclusive,  and  proof  of 
publication  of  a  notice  of  intention  to  apply  for  an  advance 
in  rates.  Testimony  offered  tends  to  show  that  the  rates 
now  in  effect  do  hot  provide  sufficient  revenue  to  cover 
operating  expenses,  provide  adequate  resei"ve  against 
depreciation,  and  pay  a  reasonable  return. 

On  July  1,  1918,  the  company  was  furnishing  service  to 
telephone  stations  classified  and  distributed  as  follows: 

Per  Annum 

Individual  business  stations   16  at    $18  00 

Individual  residence  stations 20  at      15  00 

Party  line  residence  stations 50  at      12  00 

Rural  multi-party  residence  stations 140  at      15  00 

The  plant  is  of  the  magneto  type,  with  grounded  circuits 
to  all  except  individual  business  stations,  which  are 
metallic. 
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The  inventory  submitted  has  been  checked  by  the  Com- 
missioD's  engineers  and  the  checked  inventory  appraised. 
The  reproduction  cost  new,  using  average  prices  for  labor 
and  material,  based  upon  the  five-year  period,  1912  to  1916, 
inclusive,  and  including  the  present  stock  of  materials  and 
supplies,  is  $16,742.  The  reproduction  cost  new,  less  depre- 
ciation, and  including  the  present  stock  of  materials  and 
supplies,  is  $12,413. 

In  connection  with  Ihe  inventory  of  the  physical  portion 
of  the  plant,  the  Commission  assigned  normal  lives  to  its 
several  component  parts.  Thesp  show  that  the  value  of  the 
annual  depreciation  occurring  in  the  entire  physical  portion 
of  the  plant  is  approximately  $1,008.  The  average  operating 
expense  for  the  years  1916  and  1917,  and  the  last  six  months 
of  1915,  including  an  average  annual  allowance  of  $631 
made  by  petitioner  to  provide  a  reserve  against  deprecia- 
tion, is  $2,746.  The  average  total  gross  operating  revenue 
for  the  same  period  is  $3,876.  This  includes  average  annual 
commissions  paid  to  other  companies  of  $187,  leaving  a  net 
operating  revenue  applicable  to  operating  expense,  depre- 
ciation and  return  of  approximately  $3,691.  Including  an 
allowance  adequate  to  provide  a  proper  reserve  for  depre- 
ciation, as  fixed  by  the  Comniisaion,  the  average  operating 
result,  therefore,  for  the  years  1916  and  1917  and  the  last 
six  months  of  1915,  is  a  net  income  of  $568. 

After  carefully  considering  the  method  of  appraising  the 
plant,  taking  into  consideration  every  fact  and  circumstance 
bearing  upon  its  value,  making  due  allowance  for  the  neces- 
sary .  working  capital,  and  including  present  stock  of 
materials  and  supplies,  the  Commission  is  of  the  opinion, 
and  finds,  that  a  fair  value  of  the  property  used  and  useful 
in  furnishing  telephone  service  in  Mount  Auburn  and 
vicinity,  and  the  business  attached  thereto,  including  every 
element  of  value,  tangible  and  intangible,  for  rate-making 
purposes,  is  at  least  *14,937,  as  of  July  1,  1918. 

The  Commission  is  also  of  the  opinion,  and  finds,  after 
careful  consideration,  that  a  sum  equal  to  6.2  per  cent,  of 
the  cost  to  reproduce  the  entire  physical  property,  using 
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average  prices  for  labor  and  material,  based  upon  the  five- 
j'ear  period,  1912  to  1916,  inclusive,  plus  6.2  per  cent,  of  the 
cost  of  all  additions  made  in  the  future,  should  be  set  aside 
annually  to  provide  a  reserve  for  depreciation. 

The  average  annual  revenue  shown  to  have  been  realized 
daring  the  period  of  two  and  one-half  years  from  July  1, 
1915,  to  December  31, 1917,  includes  an  item  of  $753  derived 
from  tolls.  The  items  of  toll  plant  included  in  the  property 
cover  one-half  ownership  of  single  metallic  circuits  from 
Mount  Auburn  to  Blue  Mound,  and  from  Mount  Auburn  to 
Illiopolis,  only.  It  is  obvious,  therefore,  that  the  revenue 
now  realized  from  toll,  as  well  as  the  probable  increase  in 
toll  revenue  due  to  the  establishment  of  a  toll  rate  of  10 
cents  per  call  on  messages  from  Mount  Auburn  to  Blue 
Mound,  is  largely  to  be  credited  to  the  local  plant. 

Testimony  shows  that,  for  a  period  of  one  hundred  and 
twenty-seven  days  the  average  daily  number  of  calls  from 
Mount  Auburn  to  Blue  Mound  is  70.  Since  these  calls  are 
free,  it  is  reasonable  to  assume  that  this  traffic  will  be 
greatly  reduced  when  a  toll  rate  between  these  points  has 
been  established.  There  is  no  doubt,  therefore,  that  the 
present  toll  revenue  will  be  augmented  by  such  additional 
revenue  as  will  result  ^rom  the  establishment  of  a  lO-cent 
toll  charge  between  Mount  Auburn  and  Blue  Mound.  Such 
a  toll  charge  will  also  have  the  desirable  effect  of  eliminat- 
ing a  large  part  of  the  unnecessary  present  traffic  over  this 
circuit. 

Since  the  rates  proposed  by  the  petitioner  will  produce 
an  annual  probable  net  income  of  approximately  $1,102, 
which  is  7.4  per  cent,  on  the  valuation  fixed  by  the  Com- 
mission as  of  July  1,  1918,  for  rate-making  purposes,  the 
Commission,  after  carefully  considering  the  matter  and 
giving  due  weight  to  all  factors  involved,  is  of  the  opinion, 
and  finds,  that  said  proposed  rates  are  not  justified,  but 
that  a  modification  thereof  will  produce  a  probable  annual 
increase  in  operating  revenue  of  approximately  $114,  plus 
an  additional  indeterminate  increase  which  will  be  derived 
from  toll  revenues  after  the  proposed  toll  rate  of  10  cents 
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per  message  ie  established  from  Mount  Auburn  to  Blue 
Mound.  This  is  sufficient  to  permit  of  an  annnal  allowance 
being  set  aside  for  a  reserve  against  depreciation,  to  cover 
operating  expenses,  and  afford  a  reasonable  return. 

Under  the  modified  schedule  of  rates,  an  estimated  annual 
net  income  of  approximately  $681,  plus  an  indeterminate 
amount  derived  from  tolls  when  proposed  rate  to  Blue 
Mound  is  established,  will  be  realized,  which  is,  without 
including  increased  toll  revenues,  4.7  per  cent,  on  the  valua- 
tion as  fixed  by  the  Commission  as  of  July  1, 1918,  for  rate- 
making  purposes. 

It  is,  therefore,  ordered  hy  the  Public  Utilities  Commis- 
sion of  Illinois,  as  follows : 

Section  1.  That  the  proposed  rates  for  telephone  service 
in  Mount  Auburn  and  vicinity,  stated  in  Rate  Schedule  I. 
P.  IT.  C.  1  of  the  Mount  Auburn  Telephone  Company,  be, 
and  the  same  are  hereby,  permanently  suspended. 

Section  2.  That  the  Mount  Auburn  Telephone  Company 
be,  and  the  same  hereby  is,  authorized  to  discontinue  the 
schedule  of  rates  now  in  effect  in  Mount  Auburn  and 
vicinity  and  to  substitute  therefor  the  following  modifica- 
tion of  the  schedule  proposed: 

Individual  basiness  stations $21  00  per  annum 

Individual  residenee  stations 18  00  per  annum 

Party  line  residence  stations IS  00  per  annum 

Rural  multi-party  business  stations 20  00  per  annum 

Rural  multi-party  residence  stations 15  00  per  annum 

Extension  bells  3  00  per  annnni 

Extension  telephones 6  00  per  annum 

Cash  discount  for  advance  payment : 

City  telephones 15  per  month 

Rural  telephones 2  00  per  annnm 

Toll  rat«,  Mount  Auburn  to  Blue  Mound,  first  5 

minutes  or  fraction  thereof 10  per  message 

Cash  discount  allowed  on  rental  paid  in  advance  only. 

Section  3.  That  the  Mount  Auburn  Telephone  Company 
set  aside  annually,  as  a  reserve  against  depreciation,  a  sum 
equal  to  6.2  per  cent,  of  the  cost  to  reproduce  the  entire 
physical  property,  using  prices  for  labor  and  material  based 
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upon  a  five-year  average,  l'£H2  to  1916,  inclusive,  plus  6.2 
per  cent,  of  the  cost  of  all  additions  made  in  the  future. 

Section  4.  That  the  schedule  of  telephone  rates  author- 
ized herein  shall  be  filed,  posted  and  published  by  the  Mount 
Auburn  Telephone  Company,  in  conformity  with  Section 
34  of  an  Act  to  Provide  for  the  Regulation  of  Public  Utili- 
ties, now  in  effect  in  Illinois,  and  with  Oeneral  Order  No. 
28*  (Conference  Ruling  No.  23)  of  the  Public  Utilities  Com- 
mission of  Illinois;  that  it  shall  be  designated  as  I.  P.  U. 
C.  1,  and  shall  become  effective  December  10, 1918. 

By  order  of  the  Commission,  at  Springfield,  lUinois,  this 
sixteenth  day  of  December,  1918. 


In  re  Application  of  Egyptian  Mutual  Telephone  Com- 
pany, Temple  Hill,  Illinois,  and  Simpson  Mutual 
Telephone  Company,  Bock,  Illinois,  for  Approval  op 
Intbbcobporate  Agreement. 

Case  No.  8556. 

Decided  December  16,  1918. 

Contract  for  Physical  Oonnection  Approved  —  EstaUishment  of  Inter- 

flZcliVDge  Connectmg  Oircuit  with  Free  ToU  Service  for  Snbscribois 

Authorized  >—  Toll  Charge  for  Non-snbscribeiB  Fixed  —  DiviBlon 

of  Tolls  Prescribed  — -  Provision  for  Installation  in  Bailroad 

Station  of  Telephone  Gonnacted  to  Olrcnit,  Proceeds 

to  go  to  One  Company  Only,  Approved — Oompanies 

Ordered  to  File  Scliedole  of  all  Joint  Toll  Eatea. 

Opinion  and  Order. 
An  intercorporate  contract,  in  duplicate,  between  the 
Egyptian  Mutual  Telephone  Company,  of  Temple  Hill, 
Illinois,  and  the  Simpson  Mutual  Telephone  Company,  of 
Kock,  Illinois,  both  Illinois  corporations,  covering  the 
establishment  and  joint  operation  of  a  jointly  owned  inter- 
exchange  connecting  circuit,  is  submitted  to  the  Commission 
for  approval. 

*  Soc  Commission  Leaflet  No.  &4,  p.  21. 
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It  appears  that  the  contracting  parties  have  arranged  to 
establish  physical  connection  between  their  telephone  sys- 
tems in  Temple  Hill  and  Bock,  respectively,  and  that  a 
mutual  agreement  has  been  executed  to  assure  the  construc- 
tion of  the  circuit  and  to  cover  its  operation. 

In  the  contract,  the  Egyptian  Mutual  Telephone  Com- 
pany agrees  to  build  that  portion  of  the  proposed  circuit 
extending  from  its  exchange  at  Temple  Hill  to  an  inter- 
mediate point,  the  residence  of  Willie  Sistler,  Jr.,  and  the 
Simpson  Mutual  Telephone  Company  agrees  to  build  the 
remaining  portions  from  its  exchange  at  Rock,  Illinois,  and 
to  connect  at  the  intermediate  point  with  the  circuit  built 
by  the  Egyptian  Mutual  Telephone  Company. 

It  is  further  agreed  that  the  completed  circuit  between 
the  two  exchange  systems  shall  be  used  as  a  means  of  fur< 
uishing  free  intereschange  toll  service  for  the  subscribers 
of  each  company,  but  that  a  uniform  toll  rate  shall  be  estab- 
lished for  al!  messages  sent  over  the  said  circuit  by 
non-subscribers  of  either  company. 

It  is  farther  agreed  that  the  Egyptian  Mutual  Telephone 
Company  may  install  a  telephone  instrument  in  the  railroad 
station  located  at  Brownfield,  Illinois,  an  intermediate 
l)oint,  and  that  said  Egyptian  Mutual  Telephone  Company 
may  receive  all  the  proceeds  therefrom. 

The  Commission  having  duly  considered  the  contract 
submitted,  and  being  fully  advised  in  the  premises,  finds: 
»,hat  both  parties  are  public  utilities ;  that  the  terms  of  the 
contract  submitted  for  approval  are  just  and  equitable; 
that  the  establishment  of  the  proposed  interexchange  tele- 
phone circuit  is  in  accord  with  public  policy;  and  that  said 
contract  should  therefore  be  approved. 

It  is,  therefore,  ordered,  That  the  intercorporate  agree- 
ment covered  by  contract  entered  into  by  the  Egyptian 
Mutual  Telephone  Company,  of  Temple  Hill,  Illinois,  and 
the  Simpson  Mutual  Telephone  Company,  of  Rock,  Illinois, 
covering  the  establishment  and  joint  operation  of  a  physical 
connection  between,  the  telephone  systems  of  the  contracting 
parties  at  Temple  Hill  and  Bock,  respectively,  dated  August 
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27, 1918,  copy  of  which  is  attached  to,  and  made  a  part  of, 
the  records  herein,  he,  and  the  same  is  hereby,  approved, 
under  the  following  conditions,  to-wit : 

1.  That  the  said  circuit  establishing  physical  connection 
between  the  two  exchanges  shall  be  completed  within  ninety 
days  from  date  hereof. 

2.  That  service  to  subscribers  of  the  Egyptian  Matoal 
Telephone  Company  or  the  Simpson  Mutual  Telephone 
Company,  respectively,  between  the  connected  exchanges 
of  the  two  companies  shall  be  free. 

3.  That  a  uniform  rate  of  10  cents  for  each  message  of 
three  minutes'  duration  or  less,  with  an  additional  charge 
of  5  cents  for  each  additional  two  minutes,  shall  be  collected 
and  paid  by  all  non-subscribers  making  use  of  the  inter- 
exchange  circuit. 

4.  That  the  company  on  whose  lines  any  given  toll 
messages  originate  shall,  in  each  case,  receive  25  per  cent, 
of  the  total  charge,  the  balance  to  be  <^vided  between  the 
two  contracting  parties  in  proportion  to  the  actual  mileage 
owned  by  each,  respectively,  in  the  jointly  owned  toll 
circuit. 

5.  That  the  Egyptian  Mutual  Telephone  Company  and 
the  Simpson  Mutual  Telephone  Company,  respectively,  ■file 
with  the  Public  Utilities' Commission,  within  thirty  days 
from  date  hereof,  a  schedule  of  all  the  established  joint  toll 
rates  now  in  effect  from  each  and  all  of  their  several 
exchanges. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
sixteenth  day  of  December,  1918. 
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Public  Service  Commission. 

In  re  Petition  of  Noble  County  Telephone  Company, 

Albion,  for  Authobity  to  Increase  Eates. 

No.  3981. 

Decided  November  6,  1918. 
Increase  in  RatM,  War  Oondltions  OooBidered,  Antborized  —  6  Per  Cent. 

Fixed  for  ReMTVe  for  DepreciKtion  —  6  Pei  Oent  Fixed  as  Rate  of 

Betnm  —  Valuation    Made    Using    OoBt    Areragefl    WMcb 

Sxdnded  PreBent  High  Prices  —  Discrimination  u  to 

Independent  B«8ldence  Kate  Eliminated. 

Applicant  songfat  authority  to  iscreatje  its  rates  at  Albion.  The  Com- 
mission's engineers  foand  the  reproduction  cost  new,  less  dspreciation,  to 
be  $52,085.  The  operating  revenues  for  the  year  ended  June  30,  1918, 
were  $11,114.33,  and  after  deducting  operating:  expenses  and  allowing  a 
reserve  for  depreciation  of  $1,800,  the  net  revenues  were  $3,063.42. 

Held:  That,  considering  that  an  allowance  of  $850  should  be  made  for 
increases  in  operating  expenses,  and  that  a  reserve  for  depreciation  of  5 
per  cent,  on  $43,000  should  be  provided,  or  an  additional  sum  of  $350, 
the  income  of  the  company,  under  present  rates,  would  provide  a  return 
of  but  4.1  per  cent.,  which  return  was  considered  insufficient,  and  an 
increase  in  rates  should  be  authorized ; 

That  in  normal  times,  a  return  of  7  per  cent,  had  usually  been  allowed, 
but  under  existing  conditions  utilities  could  not  expect  to  earn  the  fuU 
return  of  normal  times,  and  a  return  of  6  per  cent,  would  be  considered 
reasonable ; 

That  the  valuation  made  by  the  engineers  reflected  the  application  of 
war-time  coats  through  the  use  of  annual  averages  including  the  abnormal 
hi^  prices  now  prevailing,  and  the  Commission  found  that  $45,000  more 
nearly  represented  the  reasonable  value  of  the  property  for  rate-making 
purposes; 

That  an  increase  of  the  independent  residence  service  rate  from  $1.00  to 
$1.35  per  month  woald  remove  the  discrimination  now  existing  in  such 
rate,  the  present  rate  being  $1.00  per  month  for  such  service  and  also  for 
rural  party  line  service. 

Opinion  and  Order. 
Petitioner   owns   and    operates   a  telephone    system  in 
Noble  County,  Indiana,  with  its  principal  place  of  business 
at  Albion. 
It  is  averred 
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[Ind. 
"  tbat  on  account  of  the  increased  cost  of  materials  and  labor,  it  is  no 
longer  possible  to  keep  up  the  lines  and  equipment  and  render  efficient 
service  upon  the  present  rates," 

and  authority  is  asked  to  increase  rates  to  meet  the  just 
needs  of  the  company- 
After  due  notice  to  the  oflficials,  commercial  organiza- 
tions and  newspapers  of  Albion,  a  hearing  was  held  at  the 
court  house  at  Albion  on  the  twenty-seventh  day  of  July, 
1918. 

An  appraisal  of  the  company's  property  and  an  audit 
of  its  books  have  been  made  by  the  Commission's  staff. 

The  engineers  found  the  present  physical  value  of  peti- 
tioner's property  to  be  $52,685.  This  evaluation,  repre- 
senting the  cost  of  reproduction  new  less  depreciation, 
reflects  the  application  of  war-time  costs  through  the  use 
by  the  engineers  of  annual  averages,  including  the  abnor- 
mally high  prices  now  prevailing.  It  is  believed  by  the 
Commission  that  $45,000  more  nearly  represents  the 
reasonable  value  of  petitioner's  property  for  rate-making 
purposes. 

The  audit  of  petitioner's  books  shows  the  income  account 
for  the  year  ending  June  30,  1918,  to  be  as  follows : 

Income  Ac»;ount  July  1,  1917,  to  June  30,  1918. 

Groas  Revenues  $11,114  33 

Operating  Expenses: 

Maintenance  $1,860  67 

Depreciation 1,800  00 

Traffic    2,692  77 

Commercial 105  80 

General  expense 1,034  51 

Taxes 438  11 

Uncollectable  revenue 119  05 


1  EXPENSES 8,060  91 

NET   REVENUES    $3,063  42 
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The  evidence  disclosed  increases  in  operating  expenses 
over  those  of  the  past  fiscal  year  aggregating  not  less  than 
$850  annually.  A  depreciation  rate  of  5  per  cent,  on 
$43,000  of  depreciable  property  should  be  provided.  This 
-  will  permit  petitioner  to  set  aside  $2,150  annuaUy  for 
depreciation.  During  the  past  fiscal  year  petitioner 
charged  bot  $1,800  to  depreciation.  Allowance  should 
iherefore  be  made  for  $350  increase  in  the  depreciation 
allowance.  Considering  but  these  two  items,  namely,  $850 
increase  in  operating  expenses  and  $350  additional  for 
depreciation,  and  assuming  the  same  revenues,  petitioner's 
income  account  for  the  current  year  under  existing  rates 
will  be  approximately  as  follows : 

Gross  revenues $11,114  33 

Total  operating  expenses,  including  depreciation 9,250  00 

Leaving  net  revenues  of $1364  33 

which  would  provide  a  return  of  but  4.1  per  cent,  on  the 
value  of  petitioner's  property.    Such  a  return  is  insufficient. 

The  Commission  has  generally  limited  the  earnings  of 
utilities  during  the  war  period  to  approximately  6  per  cent, 
on  the  value  of  the  property  dedicated  to  such  use.  In 
normal  times  the  Commission  has  usually  allowed  a  7  per 
cent,  return,  but  under  existing  conditions  utilities  cannot 
expect  to  earn  the  full  return  of  normal  times. 

Petitioner's  telephones  and  rates  are  classified  as 
follows : 

Number  of  Rate  per 

Telephones  Month 

Independent  business  telephone 58  $1  60 

Independent  residence  telephone 162  1  00 

Rural  party  telephone 561  1  00 

An  increase  in  the  rate  for  independent  business  tele- 
phones from  $1.50  to  $1.75  per  month,  and  in  the  rate  for 
independent  residence  telephones  from  $1.00  to  $1.35  per 
month,  will  remove  the  discrimination  existing  in  the  latter 
rate,  and  will  provide  approximately  $800  additional  reve- 
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nne  annually,  and  permit  petitioner  to  earn  approximately 
6  per  cent,  on  the  value  of  its  property. 

The  Commission  finds,  therefore,  that  the  existing  sched- 
ule of  rates  of  petitioner  are  insufficient  and  discrimina- 
tory, and  that  such  rates  should  be  increased,  and  the  - 
existing  discriminations  removed.  The  Commission  is  of 
the  opinion,  however,  that  the  increases  herein  provided 
should  be  temporarily  effective  and  subject  to  such 
readjustments  as  future  conditions  demand. 

It  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana,  That  petitioner  be,  and  it  is  hereby, 
authorized  temporarily  to  impose  and  collect  in  lieu  of 
rates  now  in  force,  the  following  schedule  of  rates  and 
charges : 

Per  Month 

Per  Telephone  ' 

Independent  business  telephone $1  76  | 

Party  business  telephone 1  35 

Independent  residence  telephone 1  36  j 

Party  residence  telephone  including  rural  party  telephones,  | 

(not  to  exceed  10  parties  to  the  line) 1  00  | 

It  is  further  ordered,  That  such  rates  shall  apply  to 
service  rendered  on  and  after  November  1,  1918,  and  shall 
continue  in  force  until  the  further  order  of  the  Commission, 
not  to  exceed,  however,  November  1,  1920. 

It  is  further  ordered,  That  petitioner  shall  set  aside 
annually  for  depreciation  5  per  cent,  of  the  value  of  its 
depreciable  property,  which  upon  present  values  amounts 
to  $2,150  annually. 

It  is  further  ordered,  That  petitioner  shall  pay  into  a 
depreciation  fund  the  moneys  provided  for  depreciation, 
which  fund  shall  be  held  separate  and  handled  with  proper 
accounting;  that  there  shall  be  paid  out  of  this  fund  all  j 

costs  of  meeting  depreciation.  Moneys  accumulating  in 
said  fund  should  be  invested,  and  if  invested,  such  invest- 
ment shall  be  made  in  government  or  other  high  grade 
listed  securities  which  shall  return  to  said  fund  not  less 
than  4  per  cent,  interest  per  annum;  or  petitioner  may 
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borrow  from  this  fund,  for  a  period  of  not  to  exceed  one 
year,  money  to  cover  not  more  than  75  per  cent,  of  the  cost 
of  new  construction,  extensions  or  additions  to  the  prop- 
erty—  items  properly  chargeable  to  capital  accomit  —  but, 
in  such  event,  petitioner  shall  pledge  to  said  fund  its  own 
note  or  bonds  bearing  interest  at  the  rate  of  not  less  than 
4  per  cent  per  annum.  Such  moneys  so  borrowed  by  peti- 
tioner shall  be  repaid  in  full  within  one  year.  In  handling 
such  fund  petitioner  will  be  held  strictly  responsible  for  its 
safe  investment,  proper  administration  and  accounting. 
Said  accounting  shall  be  double  entry  with  the  asset 
account  designated  Depreciation  Fund;  the  liability 
account  shall  be  designated  as  Depreciation  Reserve. 

It  is  ordered  by  the  Commission,  That  within  ten  days 
from  the  date  of  this  order  petitioner  shall  pay  to  the 
Treasurer  of  the  State  of  Indiana,  the  following  sums  of 
money  for  the  expenses  incurred  by  the  Commission  in 
this  case: 

Appraisal  : 

Rmiroad 
Name  Dayti  Salary  Hotel         Fare  Total 

K.  V.  Wcnger 7        $42  00  85  50  $8  32        $55  82 

Audit  : 

Fred  E.  Swium 3  14  43  6  76  8  33  29  51 


TOTAL    EXPENSES     $85  33 

November  6,  1918. 
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In  re  Appucation  of  Rushville  Co-operative  Telephonb 
Company  for  a  Certificate  of  Convenience  and 
Necessity  to  Construct,  Operate  and  Maintain  an 
Exchange  within  the  Incorporated  Town  of 
Glen  WOOD. 

No.  4026. 

Decided  November  6,  1918. 

Oertificata  of  Coavenience  and  Neceasity  to  Operftte  ui  EzchanKO  in 

Competition  with  Two  EstabUshed  Lines,  Oranted  in  View 

of  Local  Oonditlons. 

Opinion  and  Order. 

On  the  twentieth  day  of  July,  1918,  the  Rushville 
Co-operative  Telephone  Company  filed  a  petition  with  the 
Public  Service  Commission  of  Indiana  praying  a  certifi- 
cate of  convenience  and  necessity  to  construct,  operate  and 
maintain  a  telephone  exchange,  plant  and  system  in  the 
town  of  Glenwood,  Indiana.  The  town  board  of  trustees 
of  said  town  of  Olenwood,  by  the  town  clerk,  joined  in  the 
prayer  of  said  petition. 

Due  and  timely  notices  were  issued  and  served  upon  the 
proper  town  officials  of  the  town  of  Glenwood,  the  news- 
papers published  in  Rushville,  the  Falmouth  Mutual  Tele- 
phone Company  of  Falmouth,  the  Orange  Mutual  Telephone 
Company  of  Orange,  and  the  petitioner,  that  the  matters 
contained  in  the  petition  would  be  heard  in  the  town  of 
Glenwood,  Indiana,  at  10  o'clock  a.  m.,  Monday,  October 
28,  1918. 

It  appears  from  the  evidence  that  the  incorporated  town 
of  Glenwood  is  located  on  the  county  line  dividing  the 
counties  of  Rush  and  Fayette,  and  has  a  population  of 
approximately  300,  with  7  business  houses,  3  churches  and 
a  school  house.  There  has  never  been  a  telephone 
exchange,  plant  and  system  located  within  the  town  of 
Glenwood.  Approximately  one-half  of  the  35  subscribers 
receiving  telephone  service  and  residing  within  the  cor- 
porate limits  of  said  town  receive  said  service  from  the 
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Falmouth  Mutual  Telephone  Company  of  Falmouth, 
Indiana,  approximately  7  miles  north  of  the  town  of  Glen- 
M'ood,  and  tiie  remaining  one-half  receive  the  service  from 
the  Orange  Mutual  Telephone  Company  of  Orange, 
Indiana,  located  about  3  miles  south  of  said  town  of  Olen- 
wood ;  that  the  service  is  wholly  inadequate  and  insufficient ; 
that  subscribers  residing  in  said  town  can  only  communi- 
cate with  each  other  by  going  long  distances  through  thd 
aforesaid  exchanges. 

It  further  appears  that  the  Indianapolis  and  Cincinnati 
Traction  Company  has  a  33,000  volt  high  tension  line  and 
a  2300  volt  trolley  line  extending  through  said  town  cross- 
ing and  paralleling  the  aforesaid  telephone  grounded  line, 
making  it  impossible  at  times  to  render  service. 

During  the  hearing  the  president  of  the  town  board  testi- 
fied that  there  was  no  objection  to  the  granting  of  the 
prayer  of  the  petition,  that  they  had  instructed  the  town 
clerk  to  sign  the  petition  for  the  town  asking  that  a  certifi- 
cate of  convenience  and  necessity  be  granted. 

It  further  appears  that  the  said  Falmouth  Mutual 
Telephone  Company  and  the  Orange  Mutual  Telephone 
Company  both  received  notice  of  the  time  and  place  of  the 
hearing,  but  no  person  whomsoever  from  either  of  the 
aforesaid  companies,  or  from  the  town  of  Glenwood,  did 
appear  to  or  did  in  any  manner  protest  against  the  granting 
of  the  prayer  of  the  petition. 

The  fact  that  neither  of  the  aforesaid  telephone  com- 
panies now  serving  said  town  of  Glenwood  appeared  to  or 
did  in  any  way  protest  against  the  issuance  of  a  certificate 
of  convenience  and  necessity  would  indicate  little  objection 
to  the  granting  of  the  prayer  of  the  petition. 

The  Public  Service  Commission  of  Indiana  having  heard 
the  evidence  in  the  above-entitled  cause,  and  being  fully 
advised  in  the  premises,  finds  that  public  necessity  and  con- 
venience demand  another  and  like  utility  in  the  incor- 
Itorated  town  of  Glenwood,  Indiana,  and  it  will  be  so 
ordered. 
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It  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana,  That  the  Bushville  Co-operative  Telephone 
Company  of  Rushville,  Indiana,  is  hereby  authorized  to 
construct,  operate  and  maintain  a  telephone  exchange, 
plant  and  system  in  the  incorporated  town  of  Glenwood, 
Indiana. 

November  6,  1918. 


In  re  Petition  of  Pbaikie  Telephone  Company  of  Brooks- 
ton  FOR  Authority  to  Establish  Vacation  Rates. 


Decided  November  7,  1918. 
I!gtabiiBhm«nt  of  Bedaced  Vacatioii  tMtt  Authorized. 

Opinion  and  Order. 

On  November  20,  1918,  the  Prairie  Telephone  Company 
filed  a  petition  with  the  Public  Service  Commission  of 
Indiana,  for  authority  to  file  a  supplemental  schedule  pro- 
viding for  a  rate  of  one-half  of  the  present  rate,  for 
patrons  who  are  absent  from  their  homes  at  various  times 
during  the  year. 

In  view  of  the  fact  that  petitioner  has  asked  permission 
of  the  Public  Service  Commission  of  Indiana,  to  reduce  its 
rates  to  its  subscribers  who  are  away  from  their  home  for 
a  period  of  one  month  or  longer,  to  one-half  the  present 
rate,  the  Commission  sees  no  reason  why  it  should  deny 
the  prayer  of  petitioner.  In  granting  the  authorit>' 
herein  sought,  the  Commission  does  not  bind  itself  to  any 
arrangement  nor  does  it  establish  a  precedent  of  this  kind. 
In  this  matter  the  petitioner  is  offering  voluntarily  to 
reduce  rates.  The  Commission  will  permit  such  reduction, 
but  this  action  is  not  to  be  interpreted  as  indicating  a  gen- 
eral policy  on  the  part  of  the  Commission  in  the  adoption 
of  such  a  rate,  upon  application  of  subscribers. 

The  Public  Service  Commission  of  Indiana,  being  folly 
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advised  in  the  matter,  is  of  the  opinion  that  the  prayer  of 
the  petitioner  should  be  granted,  and  it  will  be  so  ordered. 

It  is,  therefore,  ordered  hy  the  Public  Service  Commis- 
sion of  Indiana,  That  the  Prairie  Telephone  Company  of 
Brookston,  Indiana,  .is  hereby  and  herein  authorized  to  file 
a  supplemental  schedule  with  the  Public  Service  Commis- 
sion, of  its  rates,  tolls  and  charges,  providing  for  a  charge 
of  one-half  of  the  rate  in  effect  to  all  subscribers  who  are 
absent  and  away  from  their  homes  for  one  month  or  longer. 

It  is  further  ordered,  That  the  subscribers  desiring  this 
vacation  rate  shall  serve  notice  on  petitioner  in  advance, 
in  order  to  obtain  the  reduced  rate. 

Said  schedule  of  rates,  tolls  and  charges  to  be  in  force 
and  effect  January  1, 1919,  and  thereafter. 

December  7,  1918. 


In  re  Application  of  Hope  Independent  Telephone  Com- 
pany FOR  Authority  to  Increase  Bates  at  Hope  and 
Hastsville. 

No.  4951. 

Decided  December  4,  1918. 

IncrskM  in  BatcE  Denied — Amonnt  AUovablfl- for  Hanag«r'a  Saluy 

Fixed  — Penalty   for  Del^«d   Fftymnit   of   BUls   Anthorlnd  — 

Srstsm   of  Accoonta   Frescribod  by   Oommisalon   Ordered 

Installed  —  Certain  Vkhution  Items  Disapproved. 

Applicant  sou^t  authority  for  an  increase  in  tates  at  its  exchanges  at 
Hope  and  Hartsville.  The  company  was  reorganized  in  1915  with  ft 
capitalization  of  $5,000  common  stock  and  $16,500  preferred  stock,  all  of 
the  common  stock,  except  qualifying  directors'  shares,  being  owned  by  the 
president  and  general  manager. 

A  combined  appraisal  and  audit  submitted  by  the  company  placed  a 
value  of  $51,358.95  on  the  plant,  including  $4,500  for  real  estate  and  build- 
ings, $1,067.60  for  tree  trimming,  $500  for  right-of-way,  and  $3,406.65 
for  materials  and  supplies,  tools,  garage  rtjuipnient  and  office  equipment. 
The  garage  equipment  included  two  Ford  automobiles  appraised  at 
$900,  which  were  used  to  a  considerable  extent  personally  by  the  man- 
ager's family.    The  engineer's  estimate  also  included  an  overhead  engineer^ 
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iag  capita!  expense  of  $6,163.07,  and  going  value  of  $5,762.20.  The  com- 
pany was  purchased  five  years  ago  by  its  present  owner  at  a  net  outlay  of 
approximately  $24,500.  Since  that  time,  assuming  the  present  value  of 
the  plant  to  be  $51,358.95  as  estimated  by  the  company's  engineers,  the 
company  has  paid  a  fair  return  on  $16,500,  all  operating  expenses,  and 
reserve  for  depreciation  in  the  last  two  and  a  h^lf  years,  given  the  owner 
of  the  common  stock  $1,357.30  excess  salary  as  maoager,  and  has  accumu- 
lated surplus  earnings  of  approximately  $27,000  which  were  reinvested 
in  additions  and  extensions  to  the  plant.  An  audit  of  the  books  by  the 
Commission  showed  that  the  manager  drew  money  for  his  personal  use, 
no  salary  having  ever  been  definitely  fixed,  and  the  methods  of  bookkeep- 
ing were  such  that  it  was  very  difHeult  to  distingnish  between  the  manager's 
personal  interests  and  the  company's  interests. 

Held:  That  the  increase  in  rates  should  be  denied  as  no  increase  should 
be  granted  until  applicant's  finan<'ia!  affairs  were  properly  reorganieed; 

That  the  manager's  salary  onght  to  be  fixed  definitely,  and  as  the  com- 
pany's engineer  testified  that  a  fair  salary  would  be  $1,500,  the  Commis- 
sion would  estimate  it  on  that  basis; 

That  a  penalty  of  15  cents  for  failure  to  pay  bills  promptly  in  Hope 
.  and  Hartsville  should  be  authorized,  and  that  a  penalty  of  25  cents  per 
qijarter  should  be  anthorieed  for  failure  to  pay  bills  for  service  furnished 
in  the  country", 

That  the  method  of  accounting  was  very  careless,  and  the  Uniform 
System  of  Accounts  as  prescribed  by  the  Commission  should  be  installed; 

That  the  allowance  for  tree  trimming  and  ri^t-of-way  in  estimating 
the  value  of  the  plant  was  strictly  arbitrary,  and  the  allowance  for  over- 
head eng'ineering,  capital  expense,  and  going  value  was  wholly  imaginary. 

Opinion  and  Order. 
On  July  30, 1918,  the  Hope  Independent  Telephone  Com- 
pany filed  its  petition  "with  the  Public  Service  Commission 
of  Indiana  averring  lliat  it  is  a  public  utility,  engaged  in 
the  operation  of  a  telephone  plant  and  system  in  the  town 
of  Hope,  Bartholomew  County,  Indiana ;  that  it  also  main- 
tains an  exchange  at  the  village  of  Hartsville;  that  on 
January  1,  1918,  it  had  on  file  with  this  Commission  its 
schedule  of  rates,  tolls  and  charges  known  as  P.  S.  C.  I. 
No.  1 ;  that  its  schedule  of  rates,  tolls  and  charges  fails  to 
provide  sufficient  revenue  to  meet  necessary  operating 
<-xpenses,  depreciation  and  return  on  investment;  that 
cliarges  for  telephone  service  in  many  eases  are  not  paid 
when  due,  petitioner's  collection  expense  is  unduly  large 
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and  that  a  penalty  ought  to  be  imposed  for  delayed  pay- 
ment; wherefore  petitioner  prayed  the  Conmiission  to 
increase  its  rates  and  charges  and  to  give  such  other  relief 
as  may  be  found  just  and  proper. 

Matters  averred  in  said  petition  were  heard  on  Septem- 
ber 25,  1918,  and  on  October  4,  1918,  at  the  State  House, 
Indianapolis,  Indiana.  At  the  first  hearing  Foster  V. 
Smith  appeared  for  petitioner  and  J.  M.  Morgan,  town 
attorney,  appeared  for  the  town  of  Hope  and  for  certain 
I)rotestants  who  were  not  otherwise  represented. 

The  evidence  prewented  in  the  hearing  of  this  cause 
shows  that  the  Hope  Independent  Telephone  Company  con- 
sists of  exchanges  at  Hope  and  Hartsville,  sei-ving  a  terri- 
tory in  Bartholomew,  Shelby  and  Decatur  Counties  and  has 
588  telephones  in  active  use.  With  one  or  two  exceptions 
the  system  consists  of  full  metallic  circuits.  Petitioner 
company  was  incorporated  in  1905.  It  was  reorganized 
in  1913  with  a  capitalization  of  $5,000  common  stock  and 
$16,500  preferred  stock.  All  of  the  common  stock,  except 
qualifying  directors'  &hares,  is  owned  by  the  president  and 
general  manager.  The  preferred  stock  was  issued  in  liqui- 
dation of  current  indebtedness  outstanding  at  the  time  of 
the  reorganization. 

A  combined  appraisal  and  audit  was  submitted  on  behalf 
of  petitioner  company,  the  appraisal  having  been  made  by 
K.  L.  Kline,  and  the  audit  by  E.  V.  Hanes,  both  of  the 
Indianapolis  Telephone  Company.  Petitioner's  engineers 
placed  a  value  of  $51,358.95  on  the  plant,  inclnding.$4,500 
tor  real  estate  and  buildings,  $1,067.60  for  tree  trimming, 
$500  for  right-of-way  and  $3,406.65  for  materials  and  Hni>- 
plies,  tools,  garage  equipment  and  office  equipment.  The 
allowance  for  tree  trimming  and  right-of-way  is  strictly 
arbitrary.  No  expenditures  were  shown  to  have  been  made 
except  those  which  presumably  were  made  out  oi'  current 
revenue  as  an  operating  expense  and  not  to  tlio  exclusion 
of  dividends.  The  garage  equipment  includes  two  Ford 
automobiles  appraised  at  $900,  wliich  tlie  evidence  shows 
are  used  to  a  considerable  extent  personally  by  the  man- 
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ager's  family.  To  the  sum  of  ^1,358 J5,  petitioner's  engi- 
neer added  an  overhead  engineering  capital  expense  of 
$6,163.07  and  going  value  of  $5,752.20,  the  first  at  the  rate 
of  12  per  cent,  and  the  second  at  the  rate  of  10  per  cent 
and  both  of  which  the  Commission  believes  to  be  wholly 
imaginary  in  the  instant  case. 

The  history  of  the  company  is  fairly  clear.  Five  years 
ago  the  petitioner  company  was  purchased  by  its  present 
owner  at  a  net  outlay  of  approximately  $24,500.  The  pres- 
ent manager  traded  a  farm  of  320  acres  in  Switzerland 
County  which,  on  a  liberal  estimate,  was  worth  not  to 
exceed  $13,500  and  mortgagied  to  the  extent  of  $3^00,  for 
all  of  the  property  of  the  Hope  Independent  Telephone 
Company,  in  addition  to  which  there  was  received  20  acres 
of  land  near  the  town  of  Hope,  worth  probably  $2,000. 
Since  that  time,  assuming  the  present  value  of  the  plant  for 
rate-making  purposes  to  be  its  stripped  structural  value  of 
$51,358.95,  as  estimated  by  petitioner's  engineers,  peti- 
tioner has  paid  a  fair  return  on  $16,500,  all  operating 
expenses  and  depreciation  in  the  last  two  and  a  half  years, 
[to]  the  owner  of  the  common  stock  $1,357.30  excess  salary 
as  manager,  and  over  the  entire  five-year  period  has  accu- 
mulated surplus  earnings  of  approximately  $27,000,  which 
have  iM-en  reinvested  in  additions  and  extensions  to  the 
plant. 

The  evidence  shows  the  most  careless  methods  of 
accounting.  The  manager  has  drawn  from  the  treasury  of 
the  telephone  company  from  time  to  time  as  he  needed  it, 
money  for  his  personal  use,  his  salary  never  having  been 
definitely  fixed.  Subsequent  to  the  final  hearing  of  this 
cause  the  Commission  had  an  investigation  of  petitioner's 
books  made  by  its  own  auditors.  The  following  is  quoted 
from  the  report  of  the  accounting  department : 

"  The  rompiting  of  d&ta  with  reference  to  the  business  of  the  company 
has  been  extremely  difficult  and  snch  data  as  is  presented  Ie  only  approxi- 
mately correct. 

This  is  practically  a  one-man  company.  The  receipts  and  expendi- 
tnres  are  so  closely  interwoven  with  the  personal  affaiis  of  Mr.  0«o.  W. 
Dorrell  that  an  accurate  divinon  of  expenses  according  to  reqniremento  of 
the  Commission  is  ahnost  an  impossibility. 
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Ko  salary  eeems  to  have  been  pud  Mr.  Doirell  or  any  members  of 
his  family,  atthoogh  he  apparently  ^ves  much  of  his  time  to  the  manage- 
ment of  his  plant.  His  duighter  occasionally  acts  as  relief  operator  and 
his  two  sons  as  linemen.  No  definite  salary  is  paid  either  of  them,  they 
being  given  snms  of  money;  bilU  are  paid  for  tliem  at  the  various  stores 
of  the  town  or  advances  of  cash  for  various  purposes;  the  payments,  at 
times,  being  clearly  for  services  rendered,  and  at  other  times  apparently 
being  for  necessities  such  as  are  required  in  any  household. 

The  line  of  distinction  between  company  bnsiness  and  Mr.  Dorrell's 
personal  business  is  by  no  means  clear,  and  the  memory  of  the  manitger 
was  not  enfGciently  clear  on  many  items  to  enable  the  proper  classification. 

The  methods  of  bookkeeping  do  not  conform  in  any  respect  to  the 
reqoireraents  of  the  Public  Service  Commission.  No  general  ledger  is 
kept,  making  it  impossible  to  determine  the  assets  and  liabilities  of  the 
company. 

The  rental  and  toll  ledger  serves  only  as  a  means  to  determine  the  sum 
owing  by  or  dne  to  the  various  subscribers.  The  actual  rerenne  produced 
could  not  be  secured  therefrom  without  cheeking  «ame  Against  reports 
and  the' making  of  extended  tabulations  thereon. 


This  company  is  so  closely  allied  with  the  personal  and  farm  interests 
of  the  manager,  Mr  Dorrell,  as  to  make  a  proper  distribution  of  expenses 

extremely  difficult.  This  condition  is  demonstrated  by  the  following 
entries  of  eash  expenses,  the  same  being  exact  copies  of  the  entries  as  they 
appear  in  the  cash  book : 

1916 

Jan.      17  Prudential  Insurance  $58  72 

Jan.      31  Salary  &  Bent  (Personal) 12  66 

Feb.       19  Expenses  attending  Aunt  GfHe  Oalbreath's  funeral.  12  85 

March      7  Expenses  to  Mrs.  Marsh's  funeral 14  00 

March    13  When,  pair  of  pants 6  75 

March.  26  Paid  Tony  for  painting 5  00 

April     12  Goods  for  Ma's  wrap 7  25 

April     17  Paid  part  on  Baptist  Ditch 9  62 

April     29  E.  L.  Lambert  for  8  hams 16  90 

May       20  Seat  for  the  Square 2  10 

June        6  E.  Lambert,  strawberries 2  60 

June      15  Expenses  to  Uncle  Mike  Dnnning's  funeral 6  80 

June      17  Cap  Aiken's  insurance 3  50 

June     19  Jake  Bnrch,  11  gals,  gooseberries 2  75 

Jnne     21  Sears,  Roebuck  Co.,  Glass,  et« 24  40 

June      28  Indiana  Daily  Times 3  00 

July      10  Hurst  for  100  lbs.  sugar 7  60 

Aug.      10  Ma  and  Ruth 2  50 
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Aug.  12  Odda  and  «nds  about  town $9  14 

Sept.  28  Commercial  Club  dues 1  00 

Oct  13  Donation  to  Horse  Show 3  50 

Oct.  20  Frank  McMellen,  3  doz.  chickens 17  lO 

Nov.  7  Gave  Democratic  Cent.  Com 5  00 

Dec.  11  Paid  Earhart  for  fixing  Ruth's  glasses 1  00 

Dec.  11  Donated  to  Masonic  supper 1  00 

Dec.  20  M.  W.  A.  Dues 6  70 

Dec.  20  Paid  Toolj-  on  Monument 175  00 

Dec.  24  Gave  Ma 6  00 

Dec.  26  Check  to  Sis 10  00 

1917 

Jan.  19  Started  2*  Christmas  fund  for  Ma  and  Ruth 9  60 

Jan.  20  Montgomerj-,  Ward  &  Co 4  04 

Jan.  24  Check  to  Sam,  brick 1  05 

Feb.  27  Paid  Sis  for  24  bn.  Oats 33  00 

March     9  M.  W.  A.— K.  P.— F.  &  A.  M.  dues. .. .' 13  20 

March  29  Freight  on  seed  oats '     2  21 

April  10  W.  J.  Peters  for  pants  and  sundries 7  29 

May  8  Pd.  for  Harris,  F.  &  A.  M.  initiation  fee .    10  00 

May  17  Paid  Cotner  for  CI.  vault 4  00 

July  14  Sundries  at  When 12  26 

July  18  Ins.  in  Farm  Mutual 1  20 

Aug.  1  P.  &  P.  July  juice 3  40 

Aug.  22  Shetalka  Tickets   4  50 

Aug.  29  Pd.    Heilman    for   diking,    drilling   oats,    planting 

corn,  fertilizing,  cutting  oats,  etc 54  05 

Nov.  3  Mft    &    Grandma    &    Ruth    spent    at    Columbus 

(Grandma's  part,  22.58) 38  5» 

Nov.  14  Paid  Frank  &  Ed  for  shoes 7  50 

Dec.  21  Electric  Iron   3  43. 

1918 

Jan.  1  Grandma  Harris  Quartage  Jemna  Stewart 12  00 

■  Jan.  23  Frank  Armstrong  for  5  pigs 37  73 

Jan.  28  M.  W.  &  Co.  Electric  fixtures 

April  17  Big  puff  in  Star  Journal 10  00 

April  19  J.  ¥.  Reed,  pig  feed 8  5S 

Aug.  3  Have  given  Harris  &  Lola  at  different  times  recently  25  OO 

Aug.  10  Loaned  Chas.  Bell 10  Oft 

Sept.  12  Carl  Bullard,  two  shoats 40  00 

Sept.  25  Indianapolis  Star,  6  mos 5  40- 

Oct.  25  Harris  Street  oiling 5  00 

Oct.  28  8.  &H 11  82" 
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Of  course,  all  of  the  above  items  have  been  excluded 
because  none  of  tiiem  is  properly  chargeable  as  an  operat- 
ing cost  of  the  telephone  company,  but  there  remain  after 
excluding  these  items  many  others  about  which  there  was 
serious  question. 

Petitioner's  engineer  testified  that  a  fair  salary  for  the 
manager  of  this  plant  would  be  $1,500,  and  the  excess  salary 
received  during  the  past  two  and  a  half  years  is  computed 
<m  this  basis.  In  addition  to  excess  salary  received,  the 
manager  has  enjoyed  the  free  use  of  a  residence  property 
which  is  part  of  the  telephone  plant  and  the  evidence  shows 
the  rental  of  this  property  would  amount  to  $180  annually 
or  $450  over  a  period  of  two  and  one-half  years. 

While  the  price  paid  by  the  present  owner  for  the  plant 
of  the  Hope  Independent  Telephone  Company  is  not  bind- 
ing as  to  present-day  values  for  rate-making  purposes,  it 
is  nevertheless  illuminating.  Bearing  in  mind  that  this 
transaction  has  taken  place  since  the  enactment  of  the 
Public  Service  Commission  Law,  the  record  of  the  com- 
pany thus  far  fails  to  warrant  an  increase  in  petitioner's 
rates.  The  Commission,  however,  does  not  accept  the  esti- 
mate of  petitioner's  engineers  as  binding  for  rate-making 
purposes.  Wages  paid  by  petitioner  appear  low  and  a 
schedule  of  proposed  increases,  amounting  altogether  to  an 
expenditure  of  $1,620  annually,  was  submitted  to  the  Com- 
mission for  its  consideration  in  the  determination  of  the 
petition. 

The  Commission  believes  a  penalty  ought  to  be  pre- 
scribed for  delayed  payment  of  bUls  but,  except  as  a  provi- 
sion of  this  sort  involves  an  increase,  no  increase  will  be 
granted  petitioner  xmtil  its  financial  affairs  are  properly 
reorganized.  The  salary  of  the  manager  ought  to  be  fixed 
definitely.  The  necessary  accounting  system  prescribed  by 
this  Commission  should  be  installed  at  once.  The  evidence 
goes  to  show,  that  the  present  manager  is  not  himself  a 
practical  telephone  man  and  that  he  has  depended  for 
repair  of  his  plant  upon  the  services  of  his  sons  who  are 
now,  or  were,  in  the  army.    The  plant  itself  shoidd  be  able 
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to  furnish  good  service  and  the  Commission  is  inclined  to 
the  opinion  that  complaints  regarding  service  arise  by 
reason  of  the  personal  element  involved,  especially  a  want 
of  expert  supervision  and  control  of  the  property.  A 
proper  order  will  be  entered  providing  for  a  penalty  on 
account  of  the  delayed  payment  of  rates  which  in  the 
absence  of.other  evidence  would  appear  sufficient  to  pro- 
vide the  necessary  revenue  in  the  operation  of  petitioner's 
plant. 

The  Public  Service  Commission  of  Indiana  having  heard 
all  of  the  evidence  in  the  above-entitled  cause  is  of  the 
opinion  that  the  prayer  of  the  petitioner  for  authority  to 
increase  rates,  tolls  and  charges  generally  should  be  denied. 
The  Commission  is  of  the  opinion  further  that  a  penalty 
should  be  added  to  all  bills  the  payment  of  which  is  delayed 
beyond  a  reasonable  length  of  time.  Likewise,  the  Com- 
mission is  of  the  opinion  that  petitioner  should  be  required 
to  install  within  a  period  of  sixty  days  from  the  date  of 
this  order  the  proper  accounting  system  prescribed  by  this 
Commission  for  telephone  utilities  of  this  class. 

It  is,  therefore,  ordered  by  the  Public  Service  Commis- 
Hion  of  Indiana,  That  the  prayer  of  the  petitioner  for 
authority  to  increase  rates,  tolls  and  charges  generally  be, 
and  the  same  is  hereby,  denied. 

//  is  further  ordered,  That  effective  December  1,  1918, 
and  January  1, 1919,  petitioner  shall  estabhsh  the  following 
rules : 

(1)  Bills  for  telephone  service  within  the  town  o£  Hope  and  the  village 
of  Hartsville  shall  be  payable  monthly  in  advance  before  the  tenth  day  of 
each  month.  Bills  not  paid  within  this  time  shall  be  subject  to  a  penalty 
of  15  cents. 

(2)  Bills  for  telephone  service  furnished  in  the  country  shall  be  pay- 
able quarterly  in  advance  banning  Jannary  1,  1919.  On  or  before  the 
fifteenth  day  of  the  second  month  of  each  quarter,  bills  not  so  paid  will  be 
subject  to  a  penalty  of  25  cents. 

It  is  further  ordered.  That  within  a  period  of  sixty  days 
from  the  date  hereof,  petitioner  shall  install  the  proper 
accounting  system  prescribed  for  telephone  utilities  of 
Class  C. 

December  4,  1918. 
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In  re  Appucation  of  Swbetser  Bural  Telephone  Com- 
pany FOB  Authority  to  Apply  to  Sto(!kholders  Rates 
AND  Chabqes  Published  fob  Non-Stockholding 
Patbons. 

No.  4206. 

Decided  December  12,  1918. 

DlicrlmliuitioiL  in  Favor  of  Stockliolden  EUmiuated —  7  Per  Cent  Fixed 

for  Rate  of  Retora — 12.00  per  Telephone,  pet  Tear,  Fixed  for 

■   '  £«Berve  for  BepredatloiL 

Opinion  and  Oedek. 
Petitioner,  an  Indiana  corporation  owning  and  operating 
a  rural  telephone  system  in  and  around  the  town  of  Sweet- 
ser,  Grant  County,  Indiana,  avers:  first,  that  it  had  in 
effect,  on  October  1,  1918,  tlie  following  schedule  of  rates 
and  charges : 

Per  Month 

For  residence  telephones $1  25 

For  boBtness  telephones 1  60 

With  a  diseonnt  of  25  cents  on  all  bills  paid  on  or  before  the  tenth  day 
of  each  month; 

second,  that  all  stockholders  have  been  allowed  to  use 
the  wires  without  payment  of  any  rentals. 

Petitioner  prays  authority  to  place  all  stockholders  on 
the  same  basis,  as  to  rentals,  tolls  and  charges,  as  it  now 
places  all  other  patrons. 

After  due  notice,  the  matters  of  this  petition  came  on  for 
hearing  in  the  rooms  of  the  Commission,  State  House, 
Inditmapolis,  on  December  7,  1918,  with  appearances  as 
hereinbefore  set  forth.    No  protest  has  been  filed  or  heard. 

The  testimony  shoM's: 

1.  That,  at  its  October  meeting,  the  board  of  directors  of  petitioner 
instmcted  the  officers  to  file  this  petition  and  to  proceed  in  bringing  tlie 
changes  into  effect; 

2.  That  the  Sweetser  Rural  Telephone  Company  is  owned  by  200 
stockholders,  who  are  patrons  of  the  service; 

3.  That  there  also  are  on  the  lines  of  petitioner  210  non-stuckholders; 

4.  That  the  non-stockholders  are  served  under  the  rates  hereinbefore 
net  forth; 
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5.  That,  from  time  to  time,  Bssessments  are  made  on  stockholders  to 
meet  deficits  and  for  the  parpose  of  keeping  the  lines  in  proper  repair; 

6.  That  no  charge  is  made  to  stockholders,  except  for  toll  service. 

The  testimony  further  shows  that  operating  costs  for 
lineman  and  operators  are  $3,120  a  year,  the  same  being  the 
aggregate  of  a  fixed  sum  of  $60.00  per  week  i)aid  to  a  line- 
man who  keeps  the  lines  in  repair  and  furnishes  the  four 
operators;  that  the  secretary's  salary  is  $300  a  year  and 
that  the  directors*  salaries  aggregate  $60.0tl  a  year.  To 
these  operating  expenses,  which  aggregate  $3,482  a  year, 
are  to  be  added  taxes,  materials  and  supplies  nsed  in 
maintenance,  and  incidental  operating  expenses.  Officers 
of  petitioner  did  not  have  available  at  the  time  of  the  hear- 
ing a  detailed  report  covering  these  expenses,  but  estimated 
that  they  would  amount  to  approximately  $1,000  during  the 
present  year.  This  would  raise  the  total  operating  expense 
to  approximately  $4,500for  the  year. 

Testimony  is  that  the  rentals  realized  from  serving  the 
249  non-stockholders  amount  to  $2,900  a  year.  Between 
this  revenue  and  the  estimated  $4,500  operating  expenses, 
there  is  a  deficit  of  approximately  $l,fi()0.  Testimony  is 
that  indebtedness  of  approximately  $2,483  has  accumu- 
lated; that  there  was  an  assessment  of  $15.00  per  stock- 
holder in  1917. 

The  present  arrangement  leasts  inevitably  to  \mjust  dis- 
criminations. It  has  resnlted  in  inisatiwfactor>'  basis  of 
operation  for  petitioner.  Petitioner  seeks  operating  condi- 
tions which  will  enable  it  to  operate  at  a  reasonable  profit 
to  its  stockholders'.  Testimony  shows  that  the  application 
of  its  rates  to  all  served,  should  result  in  a  profit  of  prob- 
ably less  than  7  per  cent,  on  a  reasonable  estimate  of 
valuation  after  provision  has  been  made  for  depreciation. 

In  passing  under  new  conditions  of  operation,  petitioner 
should  make  provision  for  avoiding  possible  assessments, 
on  stockholders  (1)  to  cover  depreciation  of  plant  and 
equipment,  and  (2)  to  meet  extraordinary'  expenses  such 
as  those  arising  from  sleet  storm  damage,  to  which  peti- 
tioner, located  in  the  sleet  storm  belt,  may  he  subjected. 
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It  should  pay  into  a  depreciation  and  extraordinary  main- 
tenance or  rebmldmg  reserve,  $2.00  per  telophone,  per 
year;  said  fund  to  be  used  as  hereinafter  outlined. 

The  Public  Service  Commission  finds  that  the  prayer  of 
petitioner  ?liould  be  granted,  that  the  schedule  of  rates 
now  in  effect  for  non-stockholders  is  reasonable  for  applica- 
tion to  all  served  by  petitioner,  and  that  petitioner,  in 
asking  the  change  herein  authorized  for  the  conduct  of  its 
business,  should  make  provision  for  depreciation  and  extra- 
ordinary rehabilitation  costs  by  the  creation  of  a  depre- 
ciation reserve. 

It  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana,  That,  beginning  on  January  1,  1919,  and 
continuing  until  the  further  order  of  this  Conmiission,  peti- 
tioner bill  all  to  whom  service  is  rendered  under  the  follow- 
ing schedule  of  rates: 

Per  Month 

Residence  telephones $1  25 

Business  telephones 1  50 

Disconnt  of  25  cents  on  above  rat«s  if  bill  is  paid  on  or  before  the  tenth 
da;  of  month. 

It  is  further  suggested  and  urged,  That  petitioner  pay 
into  a  depreciation  fund  $2.00  per  annum  for  each  tele- 
phone installed,  which  money  shall  constitute  a  deprecia- 
tion reserve  fund.  Such  fund  should  be  held  separate  and 
handled  with  proper  accounting,  and  there  should  be  paid 
out  of  this  fund  all  costs  of  meeting  depreciation.  Moneys 
accumulating  in  said  fund  should  be  invesled,  and  if 
invested,  such  investment  should  be  made  in  government 
or  other  high  grade  listed  securities  which  should  return 
lo  said  fund  not  less  than  4  per  cent,  interest  per  annum; 
or  petitioner  may  borrow  from  this  fmid,  for  a  period  of 
not  to  exceed  one  year,  money  to  cover  not  more  than  75 
per  cent,  of  the  cost  of  new  construction,  extensions  or 
additions  to  property  —  items  properly  chargeable  to 
capital  account  —  but,  in  such  event,  petitioner  should 
pledge  to  said  fund  its  own  note  or  bonds  bearing  interest 
at  the  rate  of  not  less  than  4  per  cent,  per  annum.     Such 
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moneys  so  borrowed  by  petitioner  should  be  repaid  in  full 
within  one  year.  In  handling  such  fuild  petitioner  will  be 
held  strictly  accountable  for  its  safe  investment,  proper 
administration  and  accounting.  Said  accounting  should  bo 
double  entry  with  the  asset  account  designated  Deprecia- 
tion Fund;  the  liability  account  should  be'  designated 
Depreciation  Reserve. 
December  12, 1918. 


In   re  Application  of  White  River  Valley  Telephone 
Company  for  Increase  of  Rates, 

No.  4276. 

Becided  December  26,  1918. 

lucreaM  in  Rural,  Single,  and  Hnlti-Futy  BMat,  AulkiiiMd. 

Opinion  and  Obdee. 

On  December  2,  1918,  the  above  named  petitioner  filed 
its  petition  with  the  Public  Service  Commission  of  Indiana 
asking  that  it  be  authorized  to  increase  its  rates  by  reason 
of  the  advance  in  prices  of  material  and  labor. 

Said  cause  was  set  for  hearing  on  December  17,  1918,  at 
the  office  of  petitioner  in  the  village  of  Decker.  Notice  of 
the  time  and  place  ot'  said  hearing  was  given  by  publica- 
tion in  the  Vincennes  Commercial,  a  newspaper  of  general 
circulation  in  the  county  where  petitioner's  plant  is 
located.  J.  F.  Breithatipt,  general  manager  of  said  eom- 
I>any,  appeared  for  petitioner.  There  were  no  other 
appearances  and  no  lemonstrance  was  filed. 

Petitioner's  telephone  plant  was  bought  some  years  ago 
by  the  present  owners  for  $9,100.  Mr.  Breithaupt,  the 
manager  and  principal  owner  of  this  plant,  testified  that 
the  plant  was  actually  worth  about  $6,000, 

Mr.  Breithaupt,  the  manager,  receives  a  salary  of  $1,200 
per  year.  This,  imder  ordinary  circumstances,  would  be 
a  large  salary  for  the  managerial  services  required  by  a 
plant  the  size  of  petitioner's.  However,  the  manager  does 
practically  all  the  repair  work  on  this  plant.    He  and  one 
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operator  are  the  only  regular  employees  of  this  company. 
The  manager's  wife  aets  as  relief  operator  and  bookkeeper, 
wiUiout  pay. 

Petitioner's  plant  is  an  expensive  one  to  operate.  One 
of  its  lines  is  12  miles  long.  It  has  only  25  or  30  sub- 
scribers living  in  the  village  of  Decker.  The  others  are 
iniral  subscribers.  High  waters  have  caused  considerable 
damage  to  the  plant.  About  two  or  three  years  ago  47 
patrons  of  this  company  discontinued  their  service.  The 
company  at  present  has  only  about  188  subscribers.  The 
total  operating  revenues  of  this  plant  for  the  year  1917 
.were  $3,141.60.  Petitioner's  annual  report  for  this  year 
shows  miscellaneous  earnings  of  $472.74,  making  total  rev- 
enues of  $3,614.34.  The  total  operating  expenses  for  this 
year,  including  taxes  and  $200.01  for  depreciation,  were 
'  $3,520.90,  leaving  a  gross  income  of  $148.*  This  leaves  less 
than  2%  per  cent,  for  return  on  a  valuation  of  $6,000.  This 
is  clearly  insufficient.  The  miscellaneous  earnings  for  1917 
were  unusually  large.  The  testimony  showed  that  the 
average  annual  miscellaneous  earnings  were  about  $50.00. 
Except  for  the  large  miscellaneous  earnings  for  1917  there 
would  have  been  an  actual  operating  deficit.  However, 
the  operating  expenses  for  1917  were  considerably  larger 
than  in  any  previous  year. 

The  Conunission  is  of  the  opinion  that  petitioner  should 
be  authorized  to  increase  its  rates  15  cents  per  month  for 
each  telephone.  This  will  produce  an  additional  annual 
revenue  of  about  $340,  based  on  the  number  of  telephones 
now  in  use,  to-wit,  189. 

It  is,  therefore,  ordered,  That  the  White  River  Valley 
Telephone  Company  of  Decker,  Indiana,  be,  and  it  is 
hereby,  authorized  to  put  into  effect  January  1,  1919,  the 
following  schedule  of  rates,  to-wit; 

Private  tine,  per  montb $1  96 

Two-part;  line,  per  month '. ..■.■  1  65 

Party  line,  per  month 1  40 

Country  private  line,  per  mile  or  fraction  thereof,  per  month . .  1  15  - 

December  26,  1918. 


*  An  error  ia  apparent. 
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SouTHsiDE  Telephone  Company  of  Houston,  Indiana  v. 
Citizens  Mutual  Telephone  Company  of  Pebbtown, 
Induna. 

No.  4258. 

Decided  December  31,  1918. 

Connectisg  Company  Ordered  to  Koute  Interchanged  H«S8«8es  Pualntf 

Tbxongh  Exchange,  by  Shortest  Bonte  Over  its  Om  Oircoit,  Instead 

of  hj  Longer  Boate  Through  Exchanges  of  Other  Companies. 

Opinion  and  Ordeh. 

On  November  22,  1918,  the  Southside  Telephone  Com- 
pany of  Houston,  Indiana,  filed  a  petition  ■with  the  Public 
Service  Commission  of  Indiana,  and  respectfully  shows : 

That  it  is  a  corporation  of  the  State  of  Indiana,  doing 
business  as  a  telephone  company,  owning  telephone  lines 
with  its  principal  place  of  business  at  Christiansburg, 
Brown  County,  Indiana; 

■    That  all  its  patrons,  numbering  more  than  25,  are  repre- 
sented in  this  petition ; 

That  the  above  named  Citizens  Mutual  Telephone  Com- 
pany is  a  public  utility  engaged  in  the  telephone  business 
at  Freetown,  Indiana,  and  that  as  such  public  utility  said 
company  is  subject  to  the  provisions  of  the  laws  of  Indiana- 
'  Petitioner  says  that  said  Citizens  Mutual  Telephone 
Company  owns  a  telephone  system  at  Freetown,  Indiana, 
having  a  switchboard  at  that  place,  and  direct  lines  from 
said  town  of  Freetown  to  the  city  of  Seymour,  Indiana, 
and  that  its  patrons  when  talking  to  parties  at  Seymour, 
Indiana,  talk  over  said  direct  line  between  said  two  places, 
the  distance  between  said  two  places  being  about  10  miles. 

Petitioner  further  says  that  it  owns  a  line  running  direct 
from  its  switchboard  at  Houston,  Indiana,  to  Freetown, 
Indiana,  and  all  pf  its  patrons,  when  desiring  to  talk  to 
parties  in  Sejinour,  Indiana,  call  its  switchboard  at 
Houston,  and  from  Houston  are  sent  through  the  switch- 
hoard  of  the  Citizens  Mutual  Telephone  Company  at  Free- 
town;  that  the  Citizens  Mutual  Telephone  Company  of 
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Freetown  refuses  to  permit  the  patrons  of  petitioner  to- 
talk  direct  from  Freetown  to  SejTnour,  as  do  the  patrons 
of  its  own  company,  but  sends  such  messages  over  the  lines 
of  the  Daniel  B.  Eddy  Telephone  Company  to  BrowTQstown, 
Indiana,  a  distance  of  approximately  12  miles,  and  from 
there  the  message  is  sent  hack  to  Seymour,  a  distance  of 
about  8  miles,  at  an  expense  to  petitioner's  patrons  of  20 
,  cents  per  message;  that  the  expense  per  message,  if  sent 
direct  over  the  line  which  the  patrons  of  the  Citizens 
Mutual  Telephone  Company  use,  from  Freetown  to  Sey- 
mour, would  be  only  10  cents;  that  the  service  over  the 
direct  line  is  much  better  than  that  over  the  line  through 
Brownstown  and  back. 

Wherefore,  petitioner  prstys  that  the  aforesaid  Citizens 
Mutual  Telephone  Company  be  required  to  answer  the 
charges  herein,  and  that  after  due  Jiearing  and  investiga- 
tion, an  order  be  made  commanding  -said  telephone  com- 
pany to  cease  the  acts  referred  to,  and  that  it  be  required 
to  permit  the  patrons  of  petitioner,  when  talking  to  parties 
in  SejTnour  through  Freetown,  to  talk  direct  to  Seymour 
over  the  direct  line,  and  not  be  required  to  go  via  Browns- 
town,  which  is  many  miles  farther. 

Due  and  timely  notices  were  issued  and  served  upon  the 
proper  officials  of  the  utilities,  that  the  matters  contained 
in  the  petition  would  be  heard  at  Colimibus,  Indiana, 
December  19,  1918,  at  the  rooms  of  the  Chamber  of  Com- 
merce, 11  o'clock  A.  M. 

Said  petition  came  on  for  hearing  and  the  evidence  dis- 
closed the  fact  that  messages  originating  at  Houston,  the 
exchange  of  petitioner,  M-ere  routed  to  Freetown,  the  dis- 
tance being  5  miles ;  thence  from  Freetown  to  Kurtz,  Indi- 
ana, a  distance  of  approximately  4.  miles ;  thence  from 
Kurtz  to  Brownstown,  Indiana,  a  distance  of  approxi- 
mately 13  miles ;  thence  to  Seymour,  Indiana,  a  distance  of 
approximately  11  miles,  making  a  total  distance  of  approxi- 
mately 33  miles,  passing  through  three  exchanges  at  a 
cost  of  20  cents  to  the  sender,  making  two  extra  exchanges 
to  pass  through,  and  a  farther  distance  of  17  miles. 
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The  evidence  of  respondent  indicated  that  all  messages 
originating  at  petitioner's  exchange  for.  Seymour  were 
routed  direct  from  Freetown  to  Seymour,  unless  conditions 
of  the  line  were  such  that  immediate  transportation  of 
said  messages  could  not  be  made,  and  in  this  event,  said 
messages  were  routed  via  Kurtz  and  Brownstown.  The 
■evidence,  however,  was  not  clear  to  prove  the  necessity  of 
routing  messages  through  two  extra  exchanges,  an  addi- 
tional 17  miles  further,  and  in  view  of  the  fact  that  Section 
73  of  the  Shively-Spencer  Utility  Commission  Act  provides 
that  should  the  Commission  find 

**"  any  r^alatious,  measDremmts,  practices,  acte  or  service  te  be  unjust, 
nnreasouable,  anwholesome,  unsanitary,  nnsafe,  inanftioient,  preferential, 
nnjostly  discriminatory  or  otherwise  in  violation  of  any  of  the  pro- 
visiona  of  this  Act,  or  shall  fiad  that  any  service  is  inadeqoate,  or  that 
any  service  which  can  be  reasonably  demanded  can  not  b«  obtained,  the 
Commission  shall  determine  and  declare,  and  by  order,  fix  just  and  rea- 
sonable measnrements,  r^nlations,  acts,  practices  or  service  to  be  tnr- 
niehed,  imposed,  observed  and  followed  in  the  future,  in  lien  of  those 
found  to  be  unjust,  unreasonable,  unwholesome,  unsanitary,  onaaf^  insufB- 
-cient,  preferential,  nnjostly  discriminatory,  inadequate,  or  otherwise  in 
"violation  of  this  Act,  as  the  case  may  be,  and  shall  make  such  other  order 
respecting  such  measurement,  regrulation,  act,  practice  or  service  as  shall 
"be  just  and  reasonable." 

The  Public  Service  Commission  of  Indiana  having  heard 
the  evidence  in  the  above-entitled  cause,  and  being  fully 
Jidvised  in  the  premises,  is  of  the  opinion  that  the  prayer 
of  the  petitioner  should  be  granted,  and  it  will  be  so 
ordered. 

7*  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana,  That  the  Citizens  Mutual  Telephone  Com- 
pany of  Freetown,  Indiana,  is  hereby  and  herein  ordered 
and  directed  to  route  all  telephone  messages  originating  at 
the  exchanges  of  Houston  and  Beck  in  Brown  County, 
Indiana,  belonging  to  petitioner,  the  Southside  Telephone 
Company,  direct  to  Sejinour,  Indiana,  from  Freetown, 
Indiana,  and  to  cease  and  desist  routing  said  messages 
from  Houston  and  Beck  to  Freetown  via  Kurtz  and 
Brownstown  to  Seymour,  Indiana. 

December  31,  1918. 
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In  re  Joint  Petition  of  Farmers'  and  Merchants' 
Cooperative  Telephone  Company  of  Boswell  foe 
Authority  to  Purchase  Feeeland  Park  Telephone 
Company,  etc. 

No.  4274. 

In  re  Petition  op  FARMfiEs'  and  Merchants'  Cooperative 
Teuiphone  Company  of  Boswell  to  Is8ue  Capitai, 
Stock. 

No.  4288. 

In  re  Petition  of  Farmers'  and  Merchants'  Cooperative 
Telephone  Company  of  Boswell  to  Increase  Rates. 


Decided  Dectmber  31,  1918. 

PuTChase  of  Szclian«e  Property  Anthorind  —  Ime  of  Stock  Anthor- 
isod  —  Increase  in  Bosinesa,  Hnlti-partr,  and  Rural  Batee  Antbor- 
iMd  —  6  Per  Cent.  Fixed  »  Ewte  of  Betom  i—  4V2  Per  Cent. 
Fixed  for  Besom  for,  Depreciation  —  Free  Interexchange 
Toll  Service  Ordered  — Allowaaco  tvi  float  of  Bringinc 
Property  to  then  State  of  Effldoncy  Kade  —  Num- 
ber on  Knral  and  Mnlti-party  Lines  Prescribed 
—  Method  of  Handling  Besmre  for  De- 
predation Prescribed —  Same  Bate 
Prescribed   for   Eight-party 
Enral    and    Fotu-patty 
Town  Residence 
Service. 

Applicant,  whkh  had  paid  at  public  auction  $43,000  for  the  combined 
properties  of  the  Farmers'  and  Merchants'  Cooperative  Telephone  Com- 
pany and  the  Boswell  Telephone  Company,  although  it  knew  that  engi- 
neers had  valued  the  properties  at  $30,000,  aought  authority  to  iesne 
$38,000  of  stock  in  addition  to  its  outstanding  stock  in  the  amount  of 
$12,000;  to  purchase  for  $6,500  and  consolidate  with  its  property,  tlie 
property  of  the  Freeland  Park  Telephone  Company;  and  to  put  into 
*ifect  an  increased  schedule  of  rates  for  the  consolidated  exchanges. 

The  Commission,  in  valuing  the  consolidated  Boswell  and  Farmers'  and 
Merchants'  properties,  allowed,  in  addition  to  the  value  of  $30,000  found 
by  the  engineers,  $2,000  to  perfect  the  complete  consolidation  of  the  prop- 
erties necessarj'  to  the  rendering  of  proper  service,  and,  furthermore, 
in  view  of  unusual  conditions  encountered,  the  community  benefit  of  unified 
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service  prodnced  by  merger  and  necessary  loss  ot  dapllcation  bnilt  daring 
the  periods  of  competitive  warfare,  to  which  the  whole  comtnnnity 
enthusiastically  made  itself  a  party,  allowed  $3,500  for  "  bringing  the 
property  to  its  then  state  of  efficiency "  and  to  cover  working  capital. 
Adding  $6,500  as  the  value  of  the  Freeland  Park  property,  the  Commis- 
sion fixed  the  value  for  rate-making  purposes  at  $42,000.  The  Commis- 
sion estimated  the  annual  expenses,  including  6  per  cent,  for  return  on 
investment  and  4^  per  cent,  for  reserve  for  depreciation,  at  $11,230,  and 
estimated  the  rates  necessary  to  produce  such  revenue,  exclusive  of  $1,40(> 
toll  revenue. 

Held:  That  applicant  should  be  authorized  to  purchase  the  Freeland 
Park  Telephone  Company  for  $0,500,  which  included  $500  spent  for 
additions  and  betterments  since  the  sale  of  said  exchange  to  William  J. 
Lawson  et  aL; 

That  although  the  Commission,  in  normal  times,  would  allow  a  return 
of  7  per  cent,  and  5  per  cent,  for  reserve  for  depreciation,  the  property 
being  in  the  sleet  and  heavy  wind  stonn  section,  the  Commission  would 
in  this  case  allow  a  return  of  6  per  cent,  on  investment  and  iY^  per  cent, 
to  cover  depreciation  of  the  depreciable  property,  having  a  value  of 
$30,000; 

That  applicant  should  be  aathorised  to  put  into  effect  for  the  consoli- 
dated exchange  a  net  rate  of  $1.35  per  month  for  rural  eight-party  and 
town  fonr-party  residence  service,  and  of  $2-00  per  month  for  business 
service,  which  rates  would  yield  sufficient  revenue,  together  with  the  toll 
revenue,  to  pay  operaling  expenses,  allow  41/2  per  cent,  for  reserve  for 
depreciation  and  yield  a  return  of  6  per  cent. ; 

That  all  tolls  heretofore  existing  between  the  Farmers'  company,  the 
Boswell  company  and  the  Freeland  Park  company  should  be  abolished, 
alt  said  former  service  to  be  rendered  as  one  service;  but  all  other  tolls 
and  charges  made  for  intcrexchange  and  long  distance  messages  should 
be  eon  tinned; 

That  the  practice  of  having  as  many  as  31  telephones  on  a  party  line- 
was  not  conducive  to  good  service  and  the  company  should  limit  rural 
party  Hue  service  to  eight  telephones  and  town  i>arty  line  service  to  four 
telephones,  all  service  lines  to  be  metallic; 

That  in  view  of  abnormal  conditions  a  permanent  order  would  not  be- 
made,  hut  the  order  should  be  limited  to  a  period  ending  June  30,  1920. 

Opinion  and  Ordeb. 
In  petition  No.  4274,  Farmtrs'  and  Merchants' 
Cooperative  Telephone  'Company,  of  Boswell,  an  Indiana 
corporation  owning  and  operating  a  telephone  exchange 
and  telephone  system  in,  and  in  the  country  around,  Bos- 
well,   Indiana,    and    William    J.    Lawson    et    al.,   owning 


DigilizcdbyGOOglc 


Petition  op  Farmebs'  &  Mebchants'  Coop.  T.  Co.    609 
C.  1..  86] 

and  operating  the  Freetand  Park  telephone  exchange  under 
ihe  name  of  Preeland  Park  Telephone  Company,  aver: 

<a)  That  by  authority  heretofore  granted  •  said  William  J,  Lawson 
«t  of.  by  this  Commission,  they  pnrchased  and  secured  l^al  title  to  said 
Freeland  Park  Telephone  Company; 

(b)  That  said  purchase  was  made  by  said  William  J.  Lawson  et  al. 
for  the  benefit  of  the  Fanners',  and  Merchants'  Cooperative  Telephone 
Company ; 

(c)  That  the  said  Fanners'  and  Merchants'  Cooperative  Telephone  Com- 
pany DOW  proposes  to  take  elver  said  Freeland  Park  Telephone  Com- 
pany and  the  l^al  title  thereto,  and  to  pay  t<j  said  William  J.  Lawaon 
«t  al.  the  purchase  price  advanced  in  the  original  purchase  of  said  Free- 
land  Park  Telephone  Company  and  the  betterments  made  thereon,  in 
the  sum  of  $6,500. 

The  Farmers'  and  Merchants'  Cooperative  Telephone 
Company  prays  authority  to  purchase  said  Freeland  Park 
Telephone  Company,  and  to  consolidate  with  and  make 
said  Preeland  Park  Telephone  Company  a  part  of  its  prop- 
erty, and  the  said  William  J.  Lawson  et  al.  pray  authority 
to  sell  and  convey  said  Freeland  Park  Telephone  Company 
and  all  of  its  property,  ways  and  means,  franchises  and 
privileges,  connections  and  agreements  with  all  other  tele- 
phone companies,  to  said  Farmers '  and  Merchants ' 
Cooperative  Teleplione  Company,  for  and  in  consideration 
of  said  sum  of  $6,500. 

In  petition  No.  4288,  the  said  Farmers'  and  Merchants' 
Cooperative  Telephone  Company  of  Bosweli,  Indiana, 
avers : 

(a)  Tliat  it  has  become  owner  of  all  the  property,  poles,  lines,  wii-es, 
telephones,  and  all  and  singular  the  ways  and  means  of  the  Bosweli  Tele- 
phone Company  and  of  all  things  appertaining  to  it; 

(b)  That  it  is  the  equitable  owner  of  the  Freeland  Park  Telephone 
Company,  a  telephone  exchange,  lines,  wires,  and  connections,  situate  in 
and  about  Freetand  Park,  Benton  County,  Indiana,  about  12  miles  north- 
west of  the  town  of  Bosweli; 

(c)  That  it  has  outstanding  notices  actionable,  on  December  20,  1918, 
for  a  meeting  of  the  stockholders,  called  for  the  purpose  of  increasing 
the  capital  stock  of  it,  from  $12,000,  to  $50,000,  so  that  it  may  issue  stock 
whose  par  value  will  represent  the  value  of  its  investment  in  money  and 


•  See  Commission  Leaflet  No.  71,  p.  1088. 
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money's  worth  in  property,  rights,  franchises,  agieemeats,  uid  all  things 
of  which  said  petitioner  is  the  owner;  and  that  on  authority  of  said  stoek- 
holdera  application  will  be  made  to  the  Secretary  of  State  for  aathority 
BO  to  increase  petitioner's  capital  stock. 

Petitioner  prays  authority  to  issue  capital  stock  up  to 
the  amount  of  the  value  of  its  property,  including  the  pur- 
chase of  the  said  Freeland  Park  exchange,  as  a  going  pub- 
lic utility ; 

"  tliftt  ia  to  say;  to  such  snioimt  as  that  the  chaise  to  the  public  for 
telephone  service  shall  make  net,  reasonable  income  on  invested  capital, 
and  also  to  such  amount  as  the  duplicate  property  of  petitioner  may. 
have  valne  to  take  the  place  uf  depreciation  for  the  length  of  time  that 
the  property  on  hand  will  protect  the  income  of  the  company  from 
expeoditore  for  wires,  poles,  property  and  the  like,  necessary-  from  day 
to  day  and  year  to  year  for  repairs,  extensions  and  betterments." 

In  petition  No.  4287,  said  Farmers'  and  Merchants'' 
Cooperative  Telephone  Company  of  Boswell,  Indiana^ 
aVers : 

(a)  That  it  has  paid  f;ir  the  consolidated  properties  of  its  own  cor- 
poration and  of  the  Bosirell  Telephone  Company  the  sum  of  $43,000,  antf 
that  the  property  is  fairiy  worth  that  sum;  that  it  is  also  the  equitable- 
owner  of  the  proptrtien  of  the  Freeland  Park  Telephone  Company,  whicb 
it  seeks  to  consolidate  with  its  pixiperties,  and  that  said  Freeland  Park 
Telephone  Company  is  fairly  worth  $6,500 ; 

(h)  That  the  rates  of  $1.00  pyr  month  for  residence  telephone  service- 
and  $1.50  per  month  for  offices,  elevators,  stores  and  other  businese 
houses,  made  several  years  ago  when  costs  of  materials  and  supplies  and 
of  labor  used  in  maintaining  and  operating  such  properties  were  very 
materially  lower  than  at  the  present  time,  are  wholly  inadequate  to  pay 
tbe  costs  of  maintaining  and  operating  said  telephone  business  and  of 
jielding  a  reasonable  return  on  investment,  and  are  much  lower  than 
the  ser\'ice  rendered  to  ])!itrons  is  fairly  worth ; 

(c)  That  it  is  put  to  inconvenience  and  expense  in  collecting  rental 
from  certain  patrons,  and  that  disconnections  for  delinquency  leads  to- 
ill-feeling  between  the  company  and  said  delinquents. 

Petitioner  prays  authority  to  increase  _its  rentals  and 
rates  to  the  following  rates : 

Per  Month 

Telephones  for  residences $1  50 

Telephones  for  offices,  elevators,  stores  and  other  places  of  hnsi- 
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and  to  increase  said  rates  25  cents  per  month  for  each 
telephone  when  the  rental  for  same  is  not  paid  on  or  before 
the  tenth  day  of  the  month  it  is  dne. 

These  three  petitions  mark  successive  steps  in  the  final 
consolidation  and  readjustment  of  the  said  properties,  and 
can  best  be  considered  together. 

After  due  notice,  the  matters  of  these  petitions  came  on 
for  hearing  in  the  town  hall  at  Boswell,  Indiana,  on 
December  20,  1918,  with  appearances  hereinbefore  set 
forth. 

The  evidence  shows  that  this  Commission,  in  its  order 
No.  2988,"  issued  on  September  28,  1917,  authorized  the 
sale  of  the  said  Preeland  Park  telephone  exchange,  and  its 
purchase  by  the  said  William  J.  Lawson  et  al.,  for  the  sum 
of  $6,000,  the  same  being  foimd  to  be  a  fair  value  for  the 
said  property.  The  evidence  further  shows  that  additions 
and  betterments,  to  the  extent  of  $500,  have  been  made  and 
that,  for  the  purposes  of  this  petition,  $6,500  is  a  reasonable 
value  for  this  property,  which  has  130  patrons  attached. 

No  protest  has  been  filed  or  heard  to  the  transfer  of  this 
property  by  said  William  J.  Lawson  et  al.  to  the  said 
Farmers'  and  Merchants'  Cooperative  Telephone  Com- 
pany of  Boswell,  Indiana,  for  which  it  was  known  to  be 
jiurchased  under  the  previous  authorization."  The  prayer 
of  petition  No.  4274  will  be  granted. 

The  evidence  shows  that  the  said  Farmers'  and  Mer- 
chants* Cooperative  Telephone  Company  is  incorporated 
for  $12,000  and  has  outstanding  $12,000  of  stock;  that  in 
carrying  out  the  absorption  of  the  said  Freeland  Park 
Telephone  Company,  hereinafter  authorized,  it  will  add  to 
its  properties  values  of  at  least  $6,500;  and  it  further 
appears  from  the  evidence  that  the  absorption  of  the  said 
Boswell  Telephone  Company  ^\^ll  add  to  the  properties  of 
the  said  Fanners'  and  Merchants*  Cooperative  Telephone 
Company  other  values  hereinafter  found  and  fixed,  and  to 
cover  all  the  values  that  will  be  vested  in  the  said  Farmers'" 
and   Merchants'    Cooperative   Telephone  Company,  after 


•  See  Commission  Leaflet  No.  71.  p.  1086. 
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the  completion  of  said  absorption  and  consolidations,  peti- 
tioner, the  said  Farmers'  and  Merchants'  Cooperative 
Telephone  Company,  should  be  authorized  to  issue  of  ita 
capital  stock  $30,000,  par  value,  the  same  to  be  issued  at 
par  and  used  for  the  purposes  of  paying  for  and  acquiring 
said  properties;  said  $30,000  of  added  capital  stock  out- 
standing making  the  total  issue  of  stock  outstanding,  until 
further  order  of  this  Commission,  $42,000.  No  protest  is 
filed  or  heard.    It  will  be  so  ordered. 

Evidence  in  hearing  on  petition  No.  4287,  and  the"  records 
of  the  Public  Service  Conunission  in  previous  hearings,* 
reveal  that  after  a  long  competitive  warfare,  the  exchanges 
and  lines  of  the  Farmers'  and  Merchants'  Cooperative 
Telephone  Company  and  of  the  Boswell  Telephone  Com- 
pany were  physically  connected  and  consolidated  in  Octo- 
ber, 1918;  that  pursuant  to  order  of  this  Commission,  trus- 
tees, into  whose  hands  the  properties  of  the  two  companies 
had  been  placed,  offered  the  consolidated  properties  and 
services  for  sale  at  public  auction  in  the  town  of  Boswell  on 
■  November  1,  1918;  that  said  consolidated  properties,  land 
all  franchises,  rights  and  privileges,  held  and  enjoyed  by 
the  two  companies,  were  purchased  at  highest  bid  by  peti- 
tioner; that  the  consideration  of  said  transfer  and  owner- 
ship was  $43,000;  that  the  physical  value  of  the  consoli- 
dated properties,'  used  and  useful  for  the  service  of  the 
community,  was  placed  at  $30,000  by  trustees  and  com- 
petent engineers  previous  to  said  sale,  and  that  bidders  at 
said  sale  had  knowledge  of  said  valuation.  The  evidence 
further  reveals  that  there  remains  necessary  iin  expendi- 
ture, which  the  Conunission  places  at  $2,000,  to  perfect 
the  complete  consolidation  of  the  properties  and  operating 
conditions  necessary  to  the  rendering  of  proper  service. 

After  careful  consideration  of  imusual  conditions  here 
encountered,  the  community  benefit  of  unified  service  pro- 
duced by  such  merger,  and  necessary  loss  of  duplication 
built  during  periods  of  competitive  warfare  to  which  the 


•  See  Commission  Leaflets  N'o.  12,  p.  54;  No.  62,  p.  348;  and  No.  79, 
p.  83. 
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whole  commimity  enthasiaetically  made  itself  a  party,  the 
Commission  will  allow  a  sum  of  $3,500  for  "  bringing  the 
property  to  its  then  state  of  efficiency  "  and  to  cover  work- 
ing capital.  .  This  will  raise  the  valuation  of  the  consoli- 
dated and  merged  property,  as  it  will  stand  when  com- 
pleted and  perfected,  to  $35,500  for  rate-making  purposes. 

Under  the  order  hereinafter  made  in  P.  IT.  C.  I.  4274, 
there  will  be  merged  with  this  propertj'  the  properties  of 
the  Freeland  Park  Telephone  Company  on  the  basis  of 
$6,500.  These  properties  lie  contiguous  and  are  physically 
connected,  and  the  appended  order  of  the  Commission  will 
make  their  service  free  of  toll  charges  within  the  two 
exchanges.  The  properties,  therefore,  will  be  treated  as 
one  property,  with  a  valuation  of  $42,000,  for  rate-making 
purposes. 

The  evidence,  corrected,  by  petitioner,  shows  that  the 
Farmers'  and  Merchants'  Cooperative  Telephone  Company 
now  has  445  patrons  on  its  lines,  of  which  417  pay  the  resi- 
dence rate  or  home  rate  of  $1.00  a  month,  and  28  pay  tht; 
business  rate  of  $1.50  a  month;  that  there  are  attached  to 
the  lines  of  the  Freeland  Park  exchange  130  patrons,  of. 
whom  123  pay  the  residence  or  home  rate  of  $1.00  a  month 
and  7  the  business  rate  of  $1.50  a  month.  It  can  reasonably 
be  expected  that  the  consolidated  service  will  start  with 
575  patrons,  of  whom  540  will  be  residence  or  home  tele- 
phone patrons  and  35  business  telephone  patrons. 

The  evidence  further  discloses  that  both  services  have, 
in  the  past,  been  conducted  at  a  loss,  and  that  there  are 
material  increases  in  the  cost  of  operation,  partly  due  to 
war  conditions.  The  evidence  further  discloses  that,  at 
this  time,  as  many  as  11  telephones  are  sometimes  placed 
on  a  party  line.  This  is  not  conducive  of  good  service  and 
the  order  of  the  Commission  will  place  a  limit  of  8  tele- 
phones to  the  party  line  on  rural  lines  and  4  to  the  party 
lines  in  the  town  of  Boswell  and  the  village  of  Freeland 
Park,  and  that  all  service  lines  be  of  the  character  desig- 
nated as  metallic. 

Evidence  of  operating  costs  is  unsatisfactorj'  because- 
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of  consolidation.  Close  checking  leads  the  Commission  to 
the  opinion  that  the  total  operating  cost  for  the  two 
exchanges  will  be  approximately  $7,000  per  annum,  the 
same  covering  operation,  maintenance,  administration, 
taxes,  bookkeeping  and  general  expenses,  including  sta- 
tionery, advertising,  postage,  traveling  expenses,  attorney 
fees,  rent,  heat,  light,  water,  and  operation  and  main- 
tenance of  automobile,  etc. 

In  normal  times,  this  Commission  would  allow,  on  such 
a  property,  a  return  of  7  per  cent,  on  the  value  found  for 
rate-making  purposes,  and  —  the  property  being  in  the  sec- 
tion visited  by  sleet  and  heavy  windstorms  —  would  make 
an  allowance  of  5  per  cent,  to  cover  depreciation.  The 
Commission,  in  issuing  this  order,  which  probably  will 
be  effective  until  return  to  more  normal  costs  of  materials 
-and  supplies  used,  in  maintenance  and  replacements,  will 
allow  a  return  of  6  per  cent,  oh  investment,  and  4%  per 
cent,  allowance  to  cover  depreciation  of  depreciable  prop- 
erty having  a  value  of  $36,000.  With  return  to  more 
normal  conditions,  the  return  on  investment  can  be 
expected  to  rise  to  7  per  cent,  by  reason  of  growth  of  serv- 
ice and  lower  operating  costs.  The  allowance  of  4i^  per 
cent,  to  cover  depreciation  will  probably  become  equiva- 
lent to  5  per  cent.,  and  will  be  augmented  by  interest  and 
■other  conditions  specified  in  the  appended  order. 

The  operating  expenses,  taxes,  allowance  to  cover  depre- 
ciation and  return  on  investment  total  $11,230. 

The  record  leads  the  Commission  to  the  opinion  that  the 
net  earnings  from  toll  business  will  aggregate  $1,400  per 
annum.  It  will,  therefore,  be  necessary  to  provide  $9,830 
earnings  from  operation  of  the  combined  properties,  i.  e., 
other  than  revenue  received  from  toll  business. 

The  Commission  is  of  the  opinion  that  the  following 
rates  and  a  growth  of  business  will  produce  the  $9,830  of 
estimated  needed  revenues: 
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GroM  "Net 

B«sidence  telephones  (on  mral  lines,  not  more  than  8 

telephones  on  a  party  line) $1  50  $1  35 

Residence  telephones  (not  more  than  4  on  a  ^arty  hne 

in  town  of  Boswell  and  village  of  Freeland  Park) .         1  60  1  35 

Bosiness  telephones    225  200 


*  If  paid  on  or  before  ten  days  a£t«r  rendering  of  bill. 

In  consolidations  and  mergers  of  properties,  it  often  is 
impossible  to  make  exact  estimates  of  revenues  and 
expenses.  That  especially  is  true  in  this  instance,  in  which 
three  different  properties  are  consolidated.  Petitioner  was 
unable  to  produce  exact  operating  cost  data.  The  estimate 
may  be  too  high  or  too  low,  and  actual  operation  may 
•demonstrate  that  one  lineman  more  than  necessary  is 
included.  There  also  is  the  element  of  readjustment  to  new 
»nd  probably  lower  levels  of  costs  of  supplies.  Concurring 
in  the  contention  of  counsel  for  protestants,  presented  in  a 
brief,  the  Commission  will  not  make  a  permanent  order. 
Consideration  ihust  be  taken  of  abnormal  conditions 
pointed  out  by  counsel  for  protestants.  Under  all  of  these 
conditions,  the  Commission  will  limit  the  order  hereto 
attached  to  a  period  ending  June  30, 1920,  and  require  semi- 
annaal  reports. 

The  Public  Service  Commission  of  Indiana  being  fully 
advised,  finds : 

(P.  S.  C.  I.  4274).  That  aatborjty  should  be  granted  the 
Farmers'  and  Merchants'  Cooperative  Telephone  Company 
of  Boswell,  Indiana,  to  purchase  Freeland  Park  Telephone 
Company  and  its  properties,  and  that  said  Freeland  Park 
Telephone  Company  should  be  granted  authority  to  sell 
and  convey  its  exchange  and  properties  to  the  said 
Farmers'  and  Merchants'  Cooperative  Telephone  Company 
of  Boswell,  Indiana,  and  that  $6,500  is  a  reasonable  con- 
sideration for  the  sale  and  transfer  of  said  properties ;    - 

(P.  S.  C.  I.  4288).  That  authority  should  be  granted 
the  Farmers'  and  Merchants'  Cooperative  Telephone  Com- 
pany of  Boswell,  Indiana,  to  issue  $30,000  of  its  capital 
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stock  to  cover  property  values  properly  chargeable  to 
capital  account; 

(P.  S.  C.  I.  4287).  That  the  rates  and  charges  heretofore 
and  novr  in  effect  for  service  rendered  by  the  recently  con- 
flolidated  Farmers'  and  Merchants'  Cooperative  Telephone 
Company  of  Boswell,  Indiana,  and  the  Boswell  Telephone 
Company,  and  also  by  Freeland  Park  Telephone  Company, 
are  inadequate  to  make  proper  return  on  property  in  us& 
and  useful  in  rendering  service,  that  petitioner  should  be 
authorized  to  put  into  effect,  as  of  January  1,  1919, 
increased  rates  hereinafter  set  forth,  that  such  rates  shall 
be  for  service  rendered  over  metallic  Hnes,  and  that  all 
tolls  heretofore  existing  between  the  Farmers'  and  Mer- 
chants' Cooperative  Telephone  Company  of  Boswell,  Indi- 
ana, the  Boswell  Telephone  Company,  and  Freeland  Park 
Telephone  Company,  be  abolished,  and  that  all  said  former 
services  be  rendered  as  one  service. 

It  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana,  That  Farmers'  and  Merchants'  Coopera- 
tive Telephone  Company  of  Boswell,  Indiana,  be,  and  it  is, 
authorized  to  purchase  Freeland  Park  Telephone  Company 
and  all  of  its  properties,  franchises,  rights  and  privileges, 
and  that  authority  be,  and  it  is,  granted  said  Freeland  Park 
Telephone  Company  to  sell  to  said  Farmers'  and  Mer- 
chants' Cooperative  Telephone  Company  of  Boswell,  Indi- 
ana, all  of  its  properties,  franchises,  rights  and  privileges, 
the  consideration  of  said  transfer  being  $6,500. 

It  is  further  ordered  by  the  Public  Service  Commission, 
That  Farmers'  and  Merchants'  Cooperative  Telephone 
Company  of  Boswell,  Indiana  be,  and  it  is,  granted 
authority  to  issue  $30,000  of  its  capital  stock,  the  same  to 
cover  properties  constructed  and  acquired  by  said  ' 
Farmers'  and  Merchants'  Cooperative  Telephone  Company 
jof  Boswell,  Indiana,  having  a  value,  for  rate-making  pur- 
poses, of  $42,000,  said  stock  to  be  issued  at  par,  and  that 
said  Farmers'  and  Merchants'  Cooperative'  Telephone 
Company  of  Boswell,  Indiana,  shall  pay  to'  the  Treasurer 
of  the  State  of  Indiana,  the  sum  of  $45.00, '^the  statutory 
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fee  in  tills  case  under  tiie  securities  issue  sections  of  the 
Shiveiy-Speneer  Utility  Commission  Act. 

It  is  further  ordered  by  the  Public  Service  Commission, 
That  Farmers'  and  Merchants'  Cooperative  Telephone 
Company  of  BoBwell,  Indiana,  cancel  out  all  existing  rates, 
tolls  and  charges  heretofore  charged  by  Farmers'  and 
Merchants'  Cooperative  Telephone  Company  of  Boswell, 
Indiana,  Boswell  Telephone  Company,  and  Freeland  Park 
Telephone  Company,  and  it  is  hereby  authorized  to  put 
into  effect,  as  of  January  1,  1919,  and  to  continue  in  effect 
until  Jime  30,  1920,  the  following  schedule  of  rates,  tolls 
and  charges : 

Grost  'Net 
S«sideni:«  telephones  (on  raral  linee,  not  more  than  8 

telephones  on  a  party  line) $1  50  $1  35 

Residence  telephones  (not  more  than  4  on  a  party  line 

in  town  of  Boswell  and  village  of  Freeland  Park) .         1  60  1  35 

i  telephones   225  200 


'  If  paid  on  or  before  ten  days  after  rendering  of  hill. 

It  is  further  ordered^  That,  with  exception  of  tolls  here- 
tofore charged  between  Farmers'  and  Merchants'  Coopera- 
tive Telephone  Company  of  Boswell,  Indiana,  Boswell 
Telephone  Company,  and  Freeland  Park  Telephone  Com- 
pany, all  other  tolls  and  charges  made  for  interexchange 
and  long  distance  messages  be,  and  same  are,  continued. 

/*  is  further  ordered,  That  said  rates,  tolls  and  charges 
herein  provided  for  said  Farmers'  and  Merchants* 
Cooperative  Telephone  Company  of  Boswell,  Indiana,  are 
for  service  to  be  rendered  over  lines  that  are  knoi^m  as 
metallic. 

It  is  further  ordered,  That  petitioner  shall  pay  into  a 
depreciation  fund  the  moneys  provided  for  depreciation, 
which  fund  ■  shall  be  held  separately  and  handled  Ti-ith 
proper  accounting,  and  that  there  shall  be  paid  out  of 
this  fond  all  costs  of  maintaining  depreciation.  Moneys 
accumulating  in  said  fund  should  be  invested,  and  if 
invested,  such  investment  shall  be  in  government  or  other 
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high  grade  listed  securities  which  shall  return  to  said  fund 
not  less  than  4  per  cent,  interest  per  annum;  or  petitioner 
may  borrow  from  this  fund,  for  a  period  not  to  exceed  one 
year,  money  to  cover  not  more  than  75  per  cent,  of  the  cost 
of  new  construction,  extensions  or  additions  to  property  — 
items  properly  chargeable  to  e&pital  account  —  but,  in  such 
event,  petitioner  «hall  pledge  to  said  fund  its  own  notes 
or  bonds  bearing  interest  at  the  rate  of  not  less  than  4 
per  cent,  per  annum.  Such  moneys  so  borrowed  by  peti- 
tioner shall  be  repaid  in  full  within  one  year.  In  handling 
such  fund  petitioner  will  be  held  strictly  responsible  for  its 
safe  investment,  proper  administration  and  accounting. 
Said  accounting  shall  be  double  entry  with  the  asset  account 
designated  Depreciation  Fund;  the  liability  account  shall 
be  designated  as  Depreciation  Eeserve. 

/*  is  further  ordered,  That  petitioner  shall  make  report 
to  this  Commission  of  operation  under  this  order,  after 
balance  of  books  at  close  of  business  on  July  1,  1919,  and 
January  1,  1920. 

December  31,  1918. 


In  re  Appucation  of  Lochjbl  Tblbphonb  Company  ani>. 
Alonzo  W.  Timmons  for  Approval  op  Purchase  an& 
Sale  of  Telephone  Plant,  and  Authobity  to  Issue. 
Stock. 

No.  4282. 

Decided  December  31,  1918. 

Sals  of  Exchange  and  Imdo  of  Stock,  Prerioitsly  Hade  Without  Anthor- 
i^  of  Commission,  AntiiDiiBed. 

Opinion  and  Order. 

Petitiopers,  the  Lochiel  Telephone  Company,'an  Indiana 

corporation,  and  Alonzo  W.  Timmons,  an  individual,  aver  r 

1.  That  reradeats  of  the  village  of  Lochiel,  Indiana,  and  adjoining  terri- 
tory, ha\-ing  associated  themselves  and  incorporated  the  Lochiel  Tele- 
phone Company  of  the  village  of  Lochiel,  Indiana,  parcbaeed,  on  October 
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1,  1918,  from  Alonzo  W.  Timmons,  the  telephone  sjstem  at  Lochiel  and 
&.«  telephone  lines  radiating  therefrom  into  the  rural  dietrictB  and  having 
connections  with  other  telephone  systems  in  nearby  towns,  the  said  pur- 
chase heiag  in  considenitioii  of  $3,100; 

2.  That  the  said  transfer  of  property  includes  all  r^ht^,  franchises  and 
property  of  the  said  Alonzo  W.  Timmons  used  and  useful  in  the  opera- 
tion of  the  said  telephone  ntility ; 

3.  That  the  said  Lochiel  Telephone  Company  has  issued  57  shares  of 
ita  capital  stock  at  the  par  value  of  $100  per  share,  the  same  being  fully 
paid,  and  that  it  now  carries  in  its  treasory  3  mtissned  shares  of  its  $6,000 
capital  stock; 

4.  That  said  sale  and  purchase,  and  the  issuance  of  stock,  have  beeir 
made  without  the  approval  of  the  Public  Service  Commission  of  Indiana ; 
that  said  failure  to  obtain  the  necessary  approval  is  due  to  said  petitioner 
being  unfamiliar  with  the  requirements  of  the  Shi vely- Spencer  Utility 
Commission,  Act  as  regards  the  sate  and  transfer  of  utility  properties, 
and  issuance  of  securities  of  utilities. 

Petitioner  prays  approval  of  the  said  sale  and  issuance 
of  securities. 

After  due  notice,  the  matters  of  this  petition  came  on  for 
hearing  in  the  town  hall,  Boswell,  Indiana,  with  appear- 
ances as  hereinbefore  set  forth.  No  protest  was  filed  or 
heard. 

The  evidence  reveals  that  the  property  sold  by  the  said 
Alonzo  W.  Timmons  and  purchased  by  said  Lochiel  Tele-' 
phone  Company  was,  at  the  time  of  the  sale,  reasonably 
of  the  value  of  $3,100,  the  amount  paid  for  the  purchase 
and  transfer  of  said  property;  that  the  stock  issued  by  said 
Lochiel  Telephone  Company  was  issued  at  par,  $100  being 
paid  for  each  share  of  stock;  that,  out  of  the  $5,700  thus 
realized,  payment  for  said  property  was  made  to  said 
Alonzo  W.  Timmons;  that  the  remainder  of  ?aid  funds, 
and  other  money  which  has  been  obtained,  has  been  used 
in  rebuilding  and  extending  said  telephone  system,  which, 
on  the  day  of  hearing,  had  123  subscribers,  approximately 
47  miles  of  local  lines,  and  certain  ownerships  in  toll  lines 
connecting  the  Lochiel  exchange  with  exchanges  at  Fowler, 
Oxford,  Goodland  and  Remington;  that  the  value  of  the 
property,  as  of  the  date  of  December  20,  1918,  was  at  least 
$6,000;  that  failure  to  obtain  proper  authority  for  the 
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transfer  and  sale  of  said  property  and  the  issuance  of 
securities  was  due  to  unfaniiliarity  with  the  requirements 
of  the  Shively-Speneer  Utility  Commission  Law. 

The  Public  Service  Commission  having  heard  the  evi- 
dence and  being  fully  advised,  finds  that  the  sale  of  the 
telephone  lines  and  property  of  the  said  Alonzo  W.  Tim- 
mons  to  the  said  Lochiel  Telephone  Company,  should  be 
approved,  and  that  authority  should  be  given  to  said 
Lochiel  Telephone  Company  to  issue  and  sell  60  shares  of 
its  capital  stock,  said  shares  being  of  the  value  of  $100 
each. 

/*  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana,  That  the  sale  and  transfer  by  Alonzo  W. 
Timmons  to  the  Lochiel  Telephone  Company,  of  all  his 
rights,  privileges,  franchises  and  property  used  and  useful 
in  the  operation  of  a  telephone  plant  and  system  having 
its  exchange  in  Lochiel,  Indiana,  be,  and  the  same  is  hereby, 
authorized  and  approved;  and  that  said  Lochiel  Telephone 
Company  be,  and  it  is  hereby,  authorized  to  acquire  and 
hold  said  properties. 

It  is  further  ordered,  That  the  said  Lochiel  Telephone 
Company  be,  and  it  is  hereby,  authorized  to  execute,  issue 
'Pnd  sell  $6,000  of  its  capital  stock,  the  same  to  be  issued  in 
shares  of  $100  each,  and  sold  at  not  less  than  par. 

It  is  further  ordered,  'fhat  the  said  Lochiel  Telephone 
Company  shall,  within  twenty  days  from  date  of  this  order, 
pay  to  the  Treasurer  of  the  State  of  Indiana  the  sum  of 
$9.00,  the  statutory  fee  provided  under  the  securities  issue 
sections  of  the  Shively-Speneer  Utility  Conunission  Act. 

December  31, 1918. 
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KANSAS. 

Public  Utilities  Commissioa 

in  re  Application  of  Southwestern  Bell  Telephone  Com- 
pany FOR  PEBMISSION  TO  SeLL  ITS  EXCHANQB  AND  PeOP- 
ERTY  AT  AlTAMONT  TO  The  FaBMEBS  MuTUAL  TELE- 
PHONE Company. 

Docket  No.  2758. 

Bended  December  17,  1918. 
Sale  of  Ezchmge  FTopeit7  Anthoriied. 

Order, 

On  this  seventeenth  day  of  December,  1M8,  comes  on  to 
be  heard  the  application  of  the  Southwestern  Bell  Tele- 
phone Company  for  permission  to  sell  its  exchange,  tele- 
phone plant,  and  property  at  Altamont,  Kansas,  and 
vicinity,  to  The  Farmers  Mutual  Telephone  Company,  of 
Altamont,  Kansas,  the  said  company  joining  in  said  appli- 
-  cation ;  and  upon  consideration  of  the  application  and  the 
testimony  introduced  thereunder,  and  being  duly  advised 
in  the  premises,  the  Commission  finds  that  the  prayer  of 
petitioner  should  be  granted. 

/(  is,  therefore,  ordered,  That  the  Public  Utilities  Com- 
mission for  the  State  of  Kansas  hereby  consents  that  the 
telephone  exchange  plant  and  property  of  the  South- 
western Bell  Telephone  Company,  located  at  Altamont, 
Kansas,  and  vicinity,  be  sold,  tranferred  and  assigned  to 
The  Farmers  Mutual  Telephone  Company,  of  Altamont, 
Kansas,  and  that  the  said  The  Farmers  Mutual  Telephone 
Company  have  leave  to  purchase  same. 

December  17,  1918. 
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[Ku. 
In  re  Application  of  Akma  Central  Telephone  CoMPANr 
FOE  Permission  to  Make  Certain  Changes  in  Bates 
AT  Arma. 

Docket  No.  2666. 

Decided  December  19,  1918. 

Increaae  in  Bates  Authorized  —  Non-Bnbscriber  MesBage  SM»  Fixed. 

Order. 

On  this  nineteenth  day  of  December,  1918,  conies  on  to 
be  heard  the  application  of  the  Arma  Central  Telephone 
Company,  a  corporaton,  for  permission  to  make  certain 
changes  in  its  rates,  due  notice  having  been  given  of  the 
hearing;  and  upon  consideration  of  said  application  and 
the  evidence  introduced  thereunder,  and  being  duly  advised 
in  the  premises,  the  Commission  finds  that  o\\ing  to 
increased  operating  and  maintenance  expenses,  including 
especially  the  items  of  labor,  material  and  supplies,  and  in 
view  of  the  large  amount  of  additional  service  being  fur- 
nished to  adjacent  exchanges,  the  petitioner,  in  order  to 
be  enabled  to  furnish  reasonably  efficient  and  sufficient 
service,  should  be  authorized  and  permitted  to  file  an 
amended  schedule  of  rates  covering  charges  for  the  various 
classes  of  service  furnished  by  it  as  hereinafter  provided 
for. 

It  is,  therefore,  by  the  Commission  ordered,  That  the 
Arma  Central  Telephone  Company  be,  and  it  is  hereby, 
authorized  and  permitted  to  file  an  amended  schedule  of 
rates  effective  on  and  after  January  1,  1919,  providing 
charges  for  the  various  classes  of  service  furnished  by  it 
ut  and  through  its  exchange  at  Arma,  Kansas,  as  follows, 
io-wit: 

Per  Month 

Individaal  line,  business  telephone $1  75 

Party  line,  city  residence  telephone -  1  25 

Rnral  party  line  telephone 1  25 

Non-subscribcri?  to  he  chnreed  5  eenta  per  message. 

All  rates  for  all  other  classes  of  service  furnished  by 
petitioner  to  remain  as  now  in  force. 
December  19,  1918. 
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KENTUCKY. 

Railroad  Oommission. 

In  re  Application  of  Gainesbobo  Telephone  Company,  a 
Corporation  Chartered  Under  the  Laws  of  Tennes- 
see,  AND    TOMPKINS^TLLB    HOME    TELEPHONE    COMPANY, 

A  Corporation  of  Kentucky,  to  Consolidate. 

Decided  December   16,  1918. 

Ooiuolidatioii  Atrtliorized  on  Oooditioii  that  Bates  Blioiild  not  be 
Advanced 

Opinion  and  Order. 

MTiereas  the  Gainesboro  Telephone  Company  and  the  ■ 
Tompkinsville  Home  Telephone  Company,  corporations, 
operating  telephone  exchanges  and  doing  telephone  busi- 
ness, filed  their  petitions  before  the  Kentucky  Railroad 
Commission  on  November  18,  1918,  asking  the  Commission 
to  enter  an  order  privileging  their  consolidation,  and 

Whereas  there  has  been  filed  before  the  Commission  the 
agreement  between  the  Gainesboro  Telephone  Company, 
i-igned  by  the  president,  James  N.  Cox,  and  E.  B.  Evans, 
president  of  the  Tompkinsville  Home  Telephone  Company, 
petting  forth  the  contract  under  which  the  proposed  con- 
solidation is  to  become  effective,  and 

Whereas  there  has  been  filed  a  copy  of  the  resolutions 
passed  by  the  mayor  and  city  council  of  the  city  of  Tomp- 
kinsville, to  the  effect  that  no  substantial  public  benefit 
results  from  the  separate  existence  of  the  exchanges"in  the 
city  of  Tompkinsville,  Kentucky,  now  operated  respec- 
tively by  the  TomjAinsville  Home  Telephone  Company  and 
the  Gainesboro  Telephone  Company,  and  that  no  actual 
competitive  conditions  e^ist  between  said  exchanges,  and 

Whereas  said  resolutions  set  forth  that  the  said  mayor 
and  city  council  approve  said  consolidation, 
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Now,  therefore,  he  it  resolved,  That  the  Kentucky  Rail- 
road Commission,  after  such  investigation  as  we  deemed 
necessary,  have  determined  that  no  substantial  public  bene- 
fits result  from  the  separate  existence  of  the  corporations 
of  the  Gainesboro  Telephone  Company  and  Uie  Tompkins- 
vjlle  Home  Telephone  Company,  and  that  actual  competi- 
tive conditions  do  not  exist  between  the  said  companies, 
and  that  said  Kentucky  Railroad  Commission  hereby  con- 
sents to  the  consolidation  of  the  said  above-named  com- 
panies, provided  however,  that  the  consolidated  company 
shall  not  charge,  collect  or  receive  a  greater  sum  for  toU 
or  compensaltion  than  that  sum  which  is  now  charged,  col- 
lected or  received  by  the  constituent  corporations  for  the 
same  or  similar  services  hereafter  rendered,  so  long  as  said 
companies  operate  as  a  consolidated  company  under  the 
~  resolution  of  this  Commission,  and  under  substantially  the 
same  or  similar  conditions  as  now  exist. 

December  16,  1918. 
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MAIKE. 

Fablio  UtiUties  ComnuBsion. 

In  re  Application  of  New  England  Telephone  and  Tblb- 
ORApH  Company  fob  Pebmission  to  Amend  Schedule 


U-309.1. 

Dacided  December  4,  1918. 

Bevision  of  Installation  and  Moving  Oharges  EstubUdied  bj  F08tma«t«r 
Oenend  Authorized  to  Become  Effective  on  One  Day's  Notice. 

Order. 

Petitioner  represents  that  ill  view  of  the  further  orders 
as  issued  by  the  Postmaster  General  in  his  Bulletin  No.  15 
of  November  30, 1918,  it  is  necessary  to  file  certain  revisions 
to  schedule  M.  P.  U.  C.  No.  3,  and  desires  that  such  amend- 
ments be  allowed  to  become  effective  on  less  than  statutory 
notice. 

The  Commission  in  its  decree*  No.  U-309.1  of  September 
12, 1918,  considered  in  detail  the  charges  as  required  in  the 
Postmaster  Oeneral's  orders,  and  in  view  of  the  original 
decision, 

It  is  ordered,  adjudged  and  decreed,  That  the  New  Eng- 
land Telephone  and  Telegraph  Company  be  permitted  to 
publish  and  file,  effective  December  5,  1918,  such  amend- 
ments as  are  necessary  under  the  Postmaster  General's 
Bulletin  No.  15,  the  notice  of  filing  being  one  day,  which  is 
less  than  the  statutory  period  required. 

Given  under  the  hand  and  seal  of  the  Public  Utilitiea 
Commission,  at  Augusta,  this  fourth  day  of  December,  1918. 


*  See  Commission  Leaflet  No.  83,  p.  1567. 
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MASSACHUSETTS. 

Public  Service  Commisflion. 

In  re  Application  of  the  New  England  Telephone  and 
Telegraph  Company  fob  Permission  to  Establish  Cer- 
tain Service  CoNNEtmoN  Charges  and  Charges  for 
Changing  Location  or  Style  of  Station  Equipment. 

P.  S.  C.  No.  2276-D. 

Decided  December  3,  1918. 

Berlrion  of  InfltallaUon  uid  MoTing  Ohurgea  EsUblished  by  PostmMtar 
0«iienl  Aathorized  to  Become  EflMtive  on  One  Day's  Notice. 

Report  and  Order. 

These  charges  are  required  by  BuUetiu  No.  15  of  tlie 
Postmaster  GJeneral  of  the  United  States,  who  is  now 
administering  the  affairs  of  the  telephone  and  telegraph 
properties  of  the  country  under  authority  of  the  President 
and  Congress,  and  will  be  permitted  by  this  Commission  to 
become  legally  eifective  in  the  Commonwealth  because  they 
have  been  established  by  order  of  the  Federal  Government, 
and  not  because  the  Commission  is  of  the  opinion  that  they 
are  otherwise  just  and  reasonable  or  well-considered. 

It  is  ordered,  That  under  application  of  December  3, 
1918,  the  New  England  Telephone  and  Telegraph  Company 
be  authorized  to  ei-tablish  certain  service  connection 
charges  and  charges  for  changing  location  or  style  of  sta- 
tion equipment  in  accordance  with  Bulletin  No.  15  of  the 
Postmaster  General  of  the  United  States,  as  described  in 
said  application  and  the  accompanying  memoranda;  said 
charges  to  be  made  effective,  under  this  authority,  one  day 
after  filing  with  this  Commission. 

This  authority  does  not  waive  any  of  the  requirements 
of  the  Commission's  rules  nor  aiiy  of  the  provisions  oi 
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Chapter  784,  Acts  of  1913,  except  as  to  the  notice  to  be 
given. 

This  permission  is  limited  strictly  to  its  terms  and  doea 
not  include  later  supplements  to  or  reissues  of  the  tariff 
issued  or  amended  thereunder.  It  is  void  unless  the  tariff 
or  supplement  issued  thereunder  is  filed  with  the  Conmiis- 
siou  within  thirty  days  from  the  date  hereof. 

Such  tariff  or  supplement  must  bear  the  notation 

"  Issaed  under  special  permission  of  the  Massachusetts  Public  Service 
Commission,  No.  2276-D  of  December  3,  1918." 

December  3, 1918. 
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BUCHIOAN. 

Railroad  Commission. 

In  re  Application  of  Clifford  Telephone  Company  for 
Authority  to  Increase  Rates. 

T-209. 

Decided  December  6,  1918. 

Incnue  in  Rfttm  Anthorlzed  —  Hiimb«r  on  Bnral  Lines  BMtricted 
to  Ten. 

Opinion  and  Order. 
Application  for  authority  to  increase  certain  telephone 
rates  for  telephone  service  by  the  Clifford  Telephone  Com- 
pany, accompanied  by  proof  of  publication  of  notice  of  the 
intention  of  said  telephone  company  to  make  snch  appli- 
cation published  in  the  North  Branch  Gazette,  a  newspaper 
of  general  circulation  in  the  territory  served  by  the  tele- 
phone lines  of  said  company,  having  been  filed  with  the 
Commission  on  the  fifteenth  day  of  November,  1918,  and 
an  order  having  been  issued  thereon  fisng  the  date  of  the 
hearing  upon  said  application  as  the  fourth  day  of  Decem- 
ber, 1918,  at  10:00  o'clock  in  the  forenoon,  at  the  offices  of 
the  Michigan  Railroad  Commission  in  the  Oakland  Build- 
ing, in  the  city  of  Lansing,  and  due  notice  having  been  given 
to  the  applicant  and  to  the  public,  and  a  hearing  having 
been  had  thereon  at  the  time  and  place  specified  in  said 
order,  and  said  applicant  having  appeared  by  Mr.  J.  H. 
Alley,  the  proprietor  and  sole  oiATier,  and  no  one  having 
appeared  in  opposition  thereto,  and  the  Commission  having 
considered  said  application  and  the  evidence  offered  in 
support  thereof,  and  it  appearing  that  the  proposed 
increase  of  rates  is  reasonable  and  reasonably  required  to 
maintain  the  service  of  said  company,  and  to  compensate 
the  owner  for  the  furnishing  of  the  same ; 
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We  do  hereby  authorize  the  said  Clifford  Telephone 
Company  to  publish  and  make  effective  as  of  the  first  day 
of  January,  1919,  the  following  schedule  of  rates,  rentals 
and  charges  for  telephone  service  furnished  as  follows : 

IndiTidnal  line,  bnsiaess $18  00 

Party  line,  bosiness 16  00 

Individnal  line,  residence 18  00 

Party  line,  residence 15  00 

Farm  line,  residence 15  00 

Provided,  however,  and  this  order  is  on  the  express  con- 
dition, that  whenever  more  than  10  patrons  are  being 
served  by  one  rural  line  and  any  of  said  patrons  complain 
<hat  said  line  is  overloaded  or  serves  too  many  persons,  the 
said  telephone  company  shall  correct  said  condition  by  fur- 
nishing additional  or  other  lines,  so  that  not  more  than 
10  persons  shall  be  served  by  such  line,  and 

Provided  further,  That  the  said  telephone  company  shall 
on  or  before  the  date  upon  which  said  rates  are  to  become 
effective  file  with  this  Commission  in  writing  its  acceptance 
of  the  terms  of  this  order. 

Dated  at  Lansing,  Michigan,  December  6,  1918. 
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Public  Service  Commission. 

in  re  Suspension  of  Toll  Rates  of  Pattonsbubg  Home 
Telephone  Company. 

Case  No.  1695. 

Decided  November  26,  1918. 
Application  of  Toll  E&tag  Should  not  be  Based  oa  Ooiutr  Uim. 

Report. 

The  Pattonsbarg  Home  Telephone  Company  filed  with 
the  Commission  on  June  15,  1918,  its  P.  C.  S.  Mo.  No.  2, 
providing  for  the  establishment  of  toll  rates  to  nearby 
points  located  in  counties  other  than  Davies, 

The  Commission  suspended  the  eifeetive  date  of  such 
tariff,  and  entered  upon  proceedings  of  investigation  to 
determine  the  reasonableness  and  lawfulness  of  sueli 
I^roposed  charges. 

Full  investigation  of  all  matters  involved  has  been  had, 
a  hearing  having  been  held  in  the  city  of  Pattonsburg, 
Missouri,  on  the  twenty-fifth  day  of  September,  1918. 

From  the  record  it  appears  that  the  respondent  company 
owns  a  telephone  exchange  at  Pattonsburg,  Missouri,  at 
Jameson,  Missouri,  and  at  Coffey,  Missouri,  and  that  it 
owns,  either  in  part  or  in  whole,  lines  leading  from  these 
exchanges  to  other  exchanges  located  in  Davies,  Gentry, 
Harrison  and  other  counties. 

In  the  past  it  has  been  the  practice  of  the  respondent 
company  to  make  no  charge  for  telephonic  communication- 
from  its  subscribers  located  at  the  exchanges  of  Pattons- 
burg, Jameson  and  Coffey,  where  such  ser\ice  was  per- 
fonned  upon  its  own  lines  or  in  connection  with  lines  owned 
by    other   exchanges   in    surrounding  counties,   excepting 


630 

DigilizcdbyGOOglc 


Torx  Hates  of  Pattonsburg  Home  Tel.  Co.        631 
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where  such  conversations  were  via  long  distance  lines  of 
what  is  commonly  kijown  as  the  Bell  Telephone  Company. 

Respondent  now  proposes  to  make  a  charge  for  all 
service,  either  over  its  own  toll  lines  or  the  toll  lines  of 
rural  companies  connected  with  its  exchanges,  where  the 
conversation  either  originates  without  or  terminates 
without  Davies  County. 

The  respondent  did  not  show  its  financial  condition.  It 
was  not  able  to  state  the  cost  of  its  rural  lines,  and  it  made 
no  showing  of  any  character  to  indicate  that  it  was  in  need 
of  additional  revenues  for  the  operation  of  its  plant. 

The  following  questions  and  answers  are  the  whole  of  the 
testimony  upon  this  point  in  the  record : 

"  Q.  Why  is  a  charge  made  at  this  time  when  no  charge  was  made  in 
the  pastT 

A.  I  don't  know. 

Q.  Vou  have  some  reason  for  {iroposing  the  charge,  haven't  youl 

A.  I  think  it  is  going  to  be  better;  I  think  it  is  giving  too  much  of  the 
husiness  away  wlien  it  isn't  necessary;  1  think  it  is  asking  the  telephone 
company  to  give  too  much  when  we  maintain  the  lines.  Further  than 
that,  we  feel  we  could  give  better  service  by  having  a  nominal  charge, 
and  we  conid  keep  the  lines  in  a  better  abape. 

Q.  And  be  able  to  keep  the  lines  in  a  better  sbapet 

A.  Yes,  sir;  because  we  would  receive  a  little  revenue  to  apply  on  the 
line. 

Q.  How  is  the  expense  of  these  lines  now  metf 

A.  Met  by  taking  the  money  from  the  general  fund  and  putting  it  into 

Q.  Which  is  secured  from  the  local  subscribers  at  Pattonsbui^t 

A.  Yes,  sir. 

Q.  That  is  the  only  revenue  you  have  except  prorated  long  distance  , 
calls  t 

A.  Yes,  sir;  we  receive  a  commission  from  the  Southwestern  Bell  Tele- 
phone Company  on  all  calls  we  put  over  the  line."  (PaRes  5  and  6, 
Transcript). 

An  example  of  the  service  to  be  performed  by  the 
respondent  will  be  found  by  comparing  the  services  from 
Pattonsburg  to  Coffey,  a  distance  of  8  miles,  with  its  service 
to  McPall.  The  first  point  is  located  within  (he  county; 
the  line  is  owned  wholly  by  the  respondent,  and  long  dis- 
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632  Missouri  Public  Service  Cohuissiob. 

[Mo. 
tanee  serviee  will  be  performed  without  cost    The  latter 
is  owned  in  equal  parts  by  the  respondent  and  the  exchange 
located  at  McFall,  and  the  service  will  be  performed  at  a 
cost  to  the  user  of  20  cents. 

Again,  on  a  call  from  Pattonsburg  to  Oilman,  a  point 
located  just  without  Davies  County,  and  within  the  border 
of  Harrison  County:  the  line  is  owned  by  tl:e  recpondent 
from  Pattonsburg  to  Coffey,  and  a  half  interest  in  the  line 
from  Coffey  to  Gilman.  Account  Q-ilman  being  located 
without  the  county,  a  charge  for  service  will  be  made ;  while 
from  Pattonsburg  to  Gallatin,  wholly  within  the  county,  no 
charge  for  the  service  will  be  made  by  the  respondent. 

The  law  requires  that  service  be  given  without  discrim- 
ination. The  destination  of  the  call  should. not  be  the 
criterion  of  the  charge.  It  should  be  based  upon  the  service 
performed. 

If  free  service  is  furnished  from  Pattonsburg  to  Coffey, 
with  the  message  having  final  destination  at  some  point 
■ttithin  Davies  County,  the  service  should  be  free  over  the 
same  line  for  messages  destined  without  the  county. 

Local  exchanges  would  not  be  permitted  to  make  a  charge 
for  the  use  of  a  subscriber's  'phone  for  reaching  the  cen- 
tral office  to  make  a  long  distance  call,  while  performing  the 
service  free  upon  local  calls. 

Rates,  to  be  without  discrimination,  must  be  based  upon 
the  measure  of  the  service  performed.  The  respondent 
should  provide  its  boundaries  upon  a  basis  of  service  and 
not  upon  county  lines,  as  these  latter  offer  no  basis  for  the 
measurement  of  telephone  service. 

From  all  the  evidence  in  this  case,  the  Commission  is  of 
the  opinion  that  the  tariffs  herein  suspended  should  be  can- 
celed without  prejudice  to  the  right  of  the  respondent  to 
file  tariffs  basing  its  charges  without  discrimination. 

An  order  in  accordance  herewith,  will  issue. 

Order. 

It  appearing  that  on  the  thirty-first  day  of  July,  1918, 

the  Commission  entered  upon  an  investigation  concerning 
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the  propriety  and  lawfulness  of  rates  stated  in  Pattons- 
burg  Home  Telephone  Company,  Tariff  P.  S.  C.  Mo.  No.  2, 
and  subsequently  ordered  that  the  operation  of  such 
schedule  be  postponed  until  November  28,  1&18, 

It  further  appearing  that  a  full  investigation  of  the  mat- 
ters and  things  has  been  had,  and  that  the  Commission,  on 
the  date  hereof,  has  made  and  filed  a  report  containing  its 
findings  of  fact  and  conclusions  thereon,  which  said  report 
■  is  hereby  referred  to  and  made  a  part  hereof,  now,  upon 
the  evidence  in  this  case  and  after  due  consideration, 

//  is  ordered,  1.  That  the  Pattonsburg  Home  Telephone 
Company  be,  and  it  is  hereby,  notified  and  required,  on  or 
before  November  28,  1&18,  to  cancel  the  rates  and  charges 
contained  in  its  P.  S.  C.  Mo.  No.  2. 

Ordered,  2.  That  this  order  shall  take  effect  on  this  date. 

Ordered,  3.  That  the  secretary  shall  forthwith  serve 
upon  the  Pattonsburg  Home  Telephone  Company  and  upon 
Honorable  Albert  S.  Burleson,  Postmaster  General  of  the 
United  States,  a  certified  copy  of  the  report  and  order 
herein. 

Ordered,  4.  That  the  respondent  shall,  within  ten  days 
after  the  receipt  of  a  certified  copy  of  the  report  and  order 
herein,  notify  the  Commission  in  writing,  whetlier  the  terms 
of  this  order  will  be  obeyed. 

Ordered,  5.  For  good  cause  shown,  and  without  motion, 
the  Commission  hereby  grants  permission  to  the  Pattons- 
burg Home  Telephone  Company,  or  other  interested  par- 
lies, to  file  motion  for  rehearing  on  or  before  December  7, 
1918. 

November  26, 1918. 
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In  re  Application  of  Walnut  Grove  Telephon'e  Company 
TO  Increase  Bates  for  Service.  . 

Case  No.  1727. 

Decided  November  27,  1918. 

Increase  in  Bates  Authorized  Upon  Improvenient  ia  Service  Beinc  Hade 

—  6  Per  Oent.  Fixed  for  Reserve  for  Deprodfttion  —  7  Per  Oent. 

Fixed  for  Rate  of  Retnm. 

Report.  , 

The  Walnut  Grove  Telephone  Company  heroin  referred 
to  as  applicant,  owns  and  operates  a  telephone  exchange 
serving  the  people  of  Walnut  Grove  and  vicinity.  J.  C. 
Wallen  owns  all  the  stock,  except  qualifying  shares  for 
directors.  Applicant  filed  a  schedule  designated  in  its 
P.  "S.  C.  Mo.  No.  1,  Fii-st  Revised,  cancelling  Original  P.  S. 
C.  Mo.  No.  1,  naming  increased  rates  and  charges  for  fur- 
nishing such  telephone  service.  Certain  subscribers  of 
applicant,  having  entered  protest  against  such  increased 
telephone  rates,  the  Commission  entered  its  order  on 
August  28,  1918,  suspending  the  effective  date  of  said  new 
schedule  for  a  period  of  one  hundred  and  twenty  days  to 
and  including  December  29,  1918. 

On  September  25,  1918,  after  serving  notice  to  all  inter- 
ested parties,  a  hearing  was  held  by  one  of  the  Commis- 
sioners at  the  Colonial  Hotel,  Springfield,  Missouri,  to 
determine  the  reasonableness  of  and  necessity  for  such 
increased  rates.  Applicant  and  a  number  of  protesting 
subscribers  attended  and  participated  in  saoii  hearing  and 
the  case  is  before  the  Commission  on  the  evidence  then 
heard. 

The  Facts. 
Walnut  Grove  is  in  Greene  County  and  has  a  population 
somewhat  less  than  400.  Applicant  operates  a  Monarch 
200-capacity  local  battery  switchboard,  and  the  lines  are 
all  grounded.  Applicant  owns  and  operates  26  business  and 
37  residence  telephones  (all  direct  line),  and  switches  265 
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Class  A  rural  lines.    Applicant  gives  day  service  and  until 
9  p.  M.,  with  emergency  night  service. 

The  present  and  proposed  monthly  rates  with  the  present 
and  proposed  monthly  revenue  are  as  follows : 


1 

Kx«4 

Preletd 

Propoitd 

Rait 

flewnw 

Rait 

BtMnut 

w 

Bumnen 

SI  50 
1  00 

15 

$39  00 
37  00 

39  75 

$1  75 

■     1  25 

25 

'    S45  50 

•n 

r>R 

JUS  75 

Monthly  revenues  of  $10.00  for  Bell  toll  commissions, 
$2.00  for  non-subscribers'  messages,  and  $1.50  for  mis- 
cellaneous revenues,  increase  the  present  and  proposed 
monthly  revenues  to  $129.:25  and  $171.50,  respectively,  or 
$1,551  and  $2,058  annually.  The  increases  sought  are  25 
cents  per  month  on  business  and  residence  telephones  and 
10  cents  per  month  for  switching  rural  lines,  and  these 
increases  applied  to  the  telephones  above  listed  will  bring 
additional  revenue  of  $42.25  per  month,  or  $507  i>er  annum. 

Applicant  states  that  its  actual  operating  expenses  not 
including  depreciation  are  $131  per  month,  or  $1,572  per 
annum.  No  allowauoe  for  depreciation  is  included.  Appli- 
cant, therefore,  shows  an  annual  operating  loss  under  pres- 
ent rates  of  $21.00.  The  estimated  net  operating  income 
for  one  year  under  the  proposed  rates  will  be  the  sum  of 
$486. 

Applicant's  exchange  is  a  one-man  affair.    J.  C.  Wallen 
is  general  manager,  operator,  bookkeeper,  trouble  man  and 
collector.    He  does  not  strain  our  credulity  by  testifying, 
"  I  give  my  entire  time  to  the  husinoas." 

He  charges  his  exchange  $80.00  per  month  as  manager 
and  trouble  man,  and  $25.00  per  month  as  oi)erator.    If  the 
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work  is  well  done,  it  is  not  excessive.  He  had  a  boy  to  do 
the  trouble  work,  but  he  joined  the  navy.  Wallen  testified 
that  he  expected  to  get  additional  help  if  ho  eould  get 
increased  revenues.  The  other  monthly  expenses  amount 
to  $26.00  and  cannot  be  criticised. 

Mr.  Wallen  testified  that  the  plant  was  worth  $4,000.  He 
paid  $3,700  for  it  in  December,  1912,  and  has  added  $500 
to  the  investment  since.  The  proposed  increased  revenue 
should  produce  a  net  operating  income  of  $486,  including 
taxes.  Calculating  depreciation  on  this  plant  of  6  per  cent, 
and  a  return  on  investment  of  7  per  cent.,  of  a  total  of  13 
per  cent,,  could  not  be  considered  excessive.  Four  hundred 
eighty-six  dollars  is  13  per  cent,  of  $3,738.46.  So  that  with- 
out fixing  a  value  on  applicant's  plant  it  is  apparent  the 
earnings  under  the  proposed  rates  will  not  be  excessive. 
Applicant  is  contending  that  the  depreciation  reserve 
should  be  $26.00  per  month,  or  approximately  8  per  cent, 
on  a  $4,000  investment. 

Complaints  against  the  service  rendered  by  applicant 
were  made  by  several  witnesses  attending  the  hearing.  Mr. 
Wallen  admitted  he  had  promised  to  renew  the  line  to  the 
Phoenix  Marble  Company's  plant  about  three  miles  in 
length.  This  line  is  on  a  pole  line  with  a  number  of  others 
and  they  become  crossed  and  rendered  unserviceable. 
Another  complaint  is  in  regard  to  trouble  in  securing  the 
attention  of  the  operator  for  the  original  call  and  securing 
disconnection  for  a  second  call.  WaUen's  son,  fifteen  years 
of  age,  was  permitted  to  operate  the  switchboard  at  times. 
WaUen's  son-in-law  also  ran  the  switchboard  at  times  when 
Wallen  had  to  be  out  looking  up  line  and  other  troubles. 
Witnesses  admitted  that  about  as  many  subscribers  com- 
mended the  service  as  condemned  it.  Applicant  apparently 
has  been  criticised  for  trouble  on  the  farmer-owned  lines 
and  on  the  long  distance  lines  over  which  he  has  no  control. 

Conclusions. 
There  is  no  question  in  our  minds  about  applicant's  pro- 
posed rates  being  entirely  reasonable  for  good  service.  The 
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switching  charge  of  25  cents  is  below  the  average  In  this 
State.  However,  we  are  convinced  its  service  is  not  good. 
The  trouble  seems  to  be  that  Mr.  Wallen  has  more  than  he 
can  attend  to  properly.  Applicant  should  employ  some  one 
regularly  for  at  least  part  of  each  day  to  operate  the 
switchboard  in  order  to  relieve  him  for  trouble  and  repair 
work.  The  slach  should  be  taken  up  in  lines  which  become 
crossed  with  others.  This  appears  necessary  on  the  Phoe- 
nix Marble  Company's  line  especially.  The  proiwsed  rates 
will  be  approved  on  condition  that  the  service  is  improved 
by  the  employment  of  an  operator  for  at  least  half  of  each 
week  day  and  on  condition  that  applicant  goes  over  its 
owned  lines  and  pulls  up  slack  and  puts  same  in  good  serv- 
iceable condition.  The  Commission  will  retain  jurisdic- 
tion in  the  case  and  the  authority  for  charging  the  increased 
rates  will  be  withdrawn  if  it  hereafter  appears  to  the  Com- 
mission that  applicant  does  not  continue  to  give  improved 
service. 
Let  an  order  issue  accordingly. 

Order. 

This  case,  being  at  issue  upon  the  order  of  the  Commis- 
sion suspending  the  Walnut  Grove  Telephone  Company 
schedule  P.  S.  C.  Mo.  No.  1,  First  Revised,  cancelling  its 
Original  P.  S.  C.  Mo.  No.  1,  and  a  full  hearing  and  investi- 
gation of  the  matters  at  issue  having  been  had  and  the  Com- 
mission on  the  date  hereof  having  made  and  filed  its  report 
in  this  case  which  is  herein  referred  to  and  made  a  part 
hereof,  and  now  upon  full  consideration,  and  after  due 
deliberation. 

It  is  ordered,  1.  That  the  Commission  finds  that  the  rates 
and  charges  set  out  in  the  schedule  of  said  company,  above 
referred  to,  are  just  and  reasonable-,  and  said  Walnut  Grove 
Telephone  Company  should  be  permitted  to  collect  such 
rates  and  charges  as  maximum  rates  for  furnishing  tele- 
phone service  at  Walnut  Groye,  Missouri,  from  and  after 
the  time,  and  upon  the  conditions  hereinafter  set  out. 
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Ordered,  2.  That  said  Walnut  Grove  Telephone  Company 
shall  improve  its  service  at  Walnut  Grove  by  employing  an 
additional  switchboard  operator  for  at  least  one-half  of 
each  week  day  to  enable  its  manager,  J.  C.  Wallen,  to  put 
the  outside  lines  in  good  condition  by  going  over  the  lines 
and  palling  up  the  slack  and  removing  crosses  with  other 
lines  and  by  putting  said  company's  lines  in  good  serv- 
iceable condition.  All  such  repairs  and  improvements 
should  be  completed  by  January  1,  1919. 

Ordered,  3.  That  this  order  shall  be  in  full  force  and 
effect  from  and  after  ten  days  from  the  date  hereof. 

Ordered,  4.  That  said  Walnut  Grove  Telephone  Company 
be  authorized  to  charge  the  rates  provided  for  in  the  sched- 
ule above  described  on  and  after  January  1,  1919,  upon 
condition  that  it  complies  with  the  provisions  of  paragraph 
one  of  this  order,  and  gives  and  continues  to  give  good 
telephone  service  at  Walnut  Grove,  Missouri,  and  the  Com- 
mission hereby  reserves  jurisdiction  of  t}iis  case  for  the 
purpose  of  enforcing  the  provisions  of  this  order,  and 
expressly  reserves  jurisdiction  for  the  purpose  of  revoking 
the  authority  of  the  Walnut  Grove  Telephone  Company  to 
charge  said  rates  in  the  event  said  company  fails  or  refuseu 
to  render  sufficient  and  adequate  telephone  service. 

Ordered,  5.  That  the  secretary  of  the  Connuission  shall 
forthwith  serve  a  certified  copy  of  this  report  and  order  ou 
the  Walnut  Grove  Telephone  Company,  and  upon  the  Phoe- 
nix Marble  Company  of  Walnut  Grove,  Missouri,  and  said 
W^alnut  <Jrove  Telephone  Company  be  required  to  notify  the 
Commission  in  the  manner  provided  by  Section  25  of  the 
Public  Service  Commission  Law  whether  the  terms  of  this 
order  are  accepted  and  will  be  obeyed. 

November  27,  1918. 
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Jn  re.  Suspension  of  Rates  of  West  Lawn  Mutual  Tele- 
phone Association  at  Leeton. 

Case  No.  1696. 

Decided  November  29,  1918. 

Annnlment  of  Switching  Charges  Approvad. 

Order. 

The  Commission,  having  by  its  order  of  record  in  this 
fiase,  on  the  thirty-first  day  of  July,  1918,  upon  its  own  ini- 
tiative, suspended  the  operation  of  the  proposed  new  sched- 
ule of  rates  for  telephone  service  filed  by  the  West  Lawn 
Mutual  Telephone  Company  containing  the  elimination  of 
a  25-cent  charge  for  switching  the  Post  Oak  Telephone 
System,  ■such  schedule  being  known  as  P.  S.  C.  Mo.  No.  2, 
First  Revised,  and  hearing  having  been  held  and  full  inves- 
tigation of  the  matters  and  things  involved  having  been 
had, 

Now,  upon  the  e\'idence  in  this  case,  and  after  due 
deliberation, 

/*  is  ordered,  1.  That  the  proposed  schedule  of  rates  as 
filed  by  the  West  Lawn  Mutual  Telephone  Company,  annul- 
ling the  25-cent  charge  for  siA'itching  the  Post  Oak  Tele- 
phone System,  shall  become  effective  December  1,  1918. 

Ordered,  2.  That  this  order  shall  take  effect  on  December 
1,  1918,  and  that  the  secretary  of  the  Commission  shall 
forthwith  serve  upon  the  parties  hereto  a  certified  copy  of 
this  order,  and  that  the  company  shall  immediately  notify 
the  Commission  in  the  manner  prescribed  in  Section  25  of 
the  Public  Service  Commission  Law,  whether  the  terms  of 
this  order  are  accepted  and  will  be  obeyed. 

November  29,  1918. 
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In  re  Suspension-  of  Rates  of  Butler-Rich  Hill  Tele- 
phone Company,  Butler,  Missouri. 

Case  No.  1498. 

Decided  December  5,  1918. 

Pi«TioiU  Order,*  Aathorizing  Toll  K&tes  Applicable  in  Town  Whow 
FrftnchlBes  FrovidAd  for  Free  Service,  Snspended  Pending  a  Hearing. 

Supplemental  Order  No.  5. 

It  appearing  to  the  Commission  that  the  Butler-Rich 
Hill  Telephone  Company  on  November  1,  1918,  put  into 
effect  certain  toll  rates  and  charges  for  messages  between 
points  in  Bates  County,  as  contained  in  the  schedule  filed 
by  the  said  telephone  company  with  the  Commission  on 
August  16,  1918,  and  that  said  telephone  company  is  now 
charging  and  collecting  mider  such  schedule  rates  and 
charges  for  messages  between  Rich  Hill  and  other  points 
in  Bates  Coimty,  named  in  such  schedule; 

And  it  further  appearing,  that  the  lawfulness  and  reason- 
ableness of  the  rates  lietween  Rich  Hill  and  the  other  points 
named  in  such  scheduli-  have  been  heretofore  considered  or 
determined*  by  the  Commission,  and  protest  having  been 
made  to  the  Commission  that  such  rates,  in  so  far  as  they 
affect  citizens  of  Rich  Hill,  are  unlawful  and  unreasonable, 
therefore, 

It  is  ordered,  1.  That  the  operation  of  that  part  of  the 
schedule  of  the  Butler-Rich  Hill  Telephone  Company  pro- 
viding toll  rates  for  messages  of  three  minutes,  filed  with 
the  Commission  on  August  16,  1918,  which  provides  rates 
for  messages  between  Rich  Hill  and  other  points  in  Bates 
County,  therein  named,  be,  and  the  same  is  hereby,  sus- 
pended and  postponed  from  and  after  the  tenth  day  of 
December,  1918,  pending  a  hearing  and  decision  upon  the 
lawfulness  and  reasonableness  of  said  rates  and  charges; 
proi'ided,  however,  that  nothing  herein  shall  be  construed 
as  affecting  in  any  way  the  operation  of  the  toll  rates  and 

■  See  Commission  Leaflets  No.  81,  p.  930  and  No.  85,  pp.  427,  433, 
and  4.34  note. 
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charges  contained  in  said  schedule  for  nlessages  between 
Tiutler  and  other  points  in  Bates  County,  therein  named, 
and  Spruce  and  other  points  in  Bates  County,  therein 
named,  which  rates  and  charges  have  been  approved  by  the 
Commission  and  ordered  effective  as  of  November  1,  1918, 
by  Supplemental  Order  No.  4"  herein. 

Ordered,  2.  That  so  much  of  the  provisions  and  terms  of 
8applemental  Order  No.  4'  herein  as  conflict  with  the  pro- 
visions and  terms  of  this  order,  be,  and  the  same  are  hereby, 
set  aside,  cancelled  and  held  for  naught. 

Ordered,  3.  That  the  Commission,  under  and  by  virtue 
of  the  authority  conferred  upon  it  by  Section  94  of  the 
Public  Service  Commission  Law,  enter  upon  a  hearing  con- 
cerning the  propriety  and  lawfulness  of  the  proposed  rates 
and  charges  contained  in  said  schedule  filed  with  the  Com- 
mission on  August  16,  1918,  in  so  far  as  same  apply  to 
messages  between  Rich  Hitl  and  other  points  in  Bates 
County,  therein  named. 

Ordered,  4.  That  this  order  shall  take  effect  on  the  tenth 
day  of  December,  1918,  and  that  the  secretary  of  the  Com- 
mission forthwith  serve  on  said  Butler-Rieh  Hill  Telephone 
Company,  and  upon  Mr.  H.  E.  Sheppard,  city  attorney, 
Rich  Hill,  Missouri,  a  certified  copy  of  this  order. 

December  5,  1918. 


In  re  Suspension  of  Rates  of  Appleton  City  Telephone 
Exchange  at  Appleton  Citt. 

Case  No.  1777. 

Decided  December  7, 1918. 

lucreua  in  Bates  Antiiorized  —  6  P«r  Oent.  Fixed  for  Beserre  for 

DeprecifttioiL  —  7  Far  Oent   Fixed  as  Bate  of  Betum  — Allov- 

aam  for  Working  Capitol  Fixed  at  One-twelfth  of 

Tearly  Expenses  —  Nlgbt  Emergencr  Service 

AntiioriEed. 

Applicant,  which  gives  grounded  service  to  603  stations,  filed  a  schedule 
increasing  rates  by  from  25  to  50  per  cent.,  which  would  increase  the 


■  See  Commission  Leaflet  No.  85,  pp.  427,  433,  and  434  not«. 
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annnid  revennes  from'  $7,900  to  $9,982  annually.  Applicant's  balance 
available  for  rceerve  for  depreciation  and  return  in  1917  waa  $2,043.92 
and  the  proposed  rates  would  increase  this  to  $3,699.  Applicant's  engi- 
neer, nsing  pre-war  prices  avertged  for  the  five  years  previous  to  1914, 
fixed  the  cost  new  value  of  the  plant  at  $25,135  and  cost  new  less  depre- 
ciation value  at  $19,451,  excluding  any  allowance  for  working  capital  or 
going  concern  value.  He  estimated  the  working  capital  at  $900,  being 
six  weeks'  expenses,  and  fixed  going  concern  value  at  10  per  cent.,  or 
$3.00  per  station  on  a  per  station  value  of  $30.00. 

Held:  That  an  allowance  of  1/12  of  the  annual  expenses  for  working 
capital  should  be  suffiGient ; 

,  That  the  Commission  would  not  fix  a  valuation  on  any  utility  plant 
upon  an  entirely  ex  parte  showing,  but  was  justified  in  assuming  $22,000 
tentatively  aa  the  value  of  the  applicant's  property  used  and  useful  in  the 
t«lephoDe  business; 

That  6  per  cent,  was  an  ample  allowance  for  reserve  for  depreciation 
and  7  per  cent,  was  ample  for  return  on  investment,  and  since  such  per- 
centages, on  an  investment  of  $22,000,  would  amount  to  $2,860,  the  pro- 
posed rates  would  produce  excessive  revenue  in  the  suiii  of  $839,  and  the 
schednle  filed  should  be  cancelled  and  applicant  should  be  permitted  to 
file  a  new  schedule  of  rates  that  would  produce  a  gross  revenue  resulting 
in  an  increase  not  in  excess  of  $1,243  over  the  1917  revenues; 

That  applicant  should  be  permitted  to  promulgate  a  rule  providing  for 
giving  full  service  from  5:00  a.  m,  to  11:30  p.  m.  daily  with  emergency 
service  from  11:30  P.  M.  to  5:00  a.  m.,  in  accordance  with  an  agreement 
between  the  parties  to  that  effect,  which  also  provided  that  what  wen 
emergency  calls  should  be  determined  in  all  cases  by  the  patrons  of  the 

Report. 
On  August  28,  1918,  the  Appleton  City  Telephone 
Exchange,  hen^in  called  applicant,  filed  in  the  office  of  the 
Commission  its  schedule  known  as  its  P.  S.  C.  Mo.  No.  2, 
cancelling  its  Original  P.  S.  C.  Mo.  No.  1,  the  same  being 
a  schedule  of  proposed  rates  for  telephone  service  fur- 
nished to  the  residents  of  Appleton  City,  Missouri,  and 
vicinity,  to  be  charged  on  and  after  October  1,  1918. 
On  September  26,  1918,  the  Commission  entered  an 
order  suspending  the  eifective  date  of  said  schedule  for  a 
period  of  one  hundred  and  twi-nty  days  to  and  including 
January  28, 1919,  for  the  purpose  of  determining  the  neces- 
sity for  and  reasonableness  of  the  increased  rates  provided 
for  in  said  new  schedule. 
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After  the  usual  notices  of  the  time  and  place,  a  hearing 
was  held  before  one  of  the  Commissioners  at  Nevada,  Mis- 
souri, on  November  9,  1918,  at  which  hearing  applicant  was 
represented  by  its  counsel,  J.  W.  Miller  and  the  city  of 
Appleton  City  was  represented  by  its  mayor,  L.  C.  Kidd. 
The  evidence  was  heard  at  that  time  and  place,  and  the  case 
was  submitted  to  the  Commission  upon  such  evidence.  On 
November  12,  1918,  applicant  filed  application  for  a  sup- 
plemental order  or  rule  not  contained  in  the  schedule  under 
consideration,  requesting  authoiity  to  charge  an  additional 
10  per  cent,  above  the  rates  specified  in  said  schedule  if  bills 
for  telephone  service  be  not  paid  on  or  before  the  tenth  day 
of  the  month  for  which  said  bill  is  rendered. 

The  Facts. 

The  Federal  census  of  1910  fixes  the  population  of  Apple- 
ton  City  at  1,018.  The  telephone  exchange  is  owned  by  F.  L. 
House  individually.  The  switchboard  is  the  Kellogg  mag- 
neto type  ■ftith  local  batteries,  and  was  installed  in  1915. 
The  lines  are  all  grounded.  The  electric  light  plant  gen- 
erates direct  current  and  no  complaint  is  made  of  inter- 
ference or  noise  on  the  grounded  telephone  lines  by  reason 
of  induction.  The  mayor  of  Appleton  City,  Mr.  L.  C.  Kidd, 
testified  that  the  exchange  gave  good  service  and  there  were 
no  complaints  except  as  to  the  hours  of  service.  H.  Q. 
Sunderwirth  and  H.  L.  Rogers  had  written  letters  to  the 
Commission  objecting  to  applicant's  proposal  (o  close  the 
exchange  for  ordinary  service  between  the  hours  of  9  p.  m. 
and  6  A.  M. 

At  the  hearing,  Mr.  Miller,  attorney  for  applicant, 
dictated  the  following  agreement  into  the  recoid: 

"  We  have  agreed  that  ttie  Appleton  City  Telephone  Exchange  shall 
be  held  opeD  at  night  until  11:30;  that  it  shall  be  opened  in  the  morning 
at  6:00  a.  x.,  and  that  during  those  periods  we  shall  have  a  night  man 
on  duty  who  shall  answer  all  emet^ency  calls,  and  the  question  of  what 
shall  determine  '  emergency  caltit '  shall,  in  all  cases,  be  governed  by  the 
patrons  of  the  line." 

This  was  agreed  to  by  Mayor  Kidd,  and  Messrs,  Sunder- 
wirth and  R-ogers  viithdrew  theJr  objections  in  view  of  the 
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agreement.    No  objections  were  made  to  the  increases  in 
rates  proposed. 

The  total  number  of  telephones  owned,  operated  and 
switched  is  603.  A  comparison  of  present  and  proposed 
rates  and  monthly  revenues  follows: 


Rout 

MotMv  JUn  ue 
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Pr0p<M*d 

Prwrnt 

Propotti 

?7 

BuM'tiMt: 

»1  50 
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50 
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100 

50 

»2  00 
100 
225 

1  25 
1  25 
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1  SO 

50 

1  25 

75 

$40  60 
300 
61  50 

262  00 
1  00 
1  00 
12  00 

30  00 

160  00 

200 

41 

DetkMti 

1 

go 

Aural: 
Cbw  A  (nritohing) 

45  00 

4 

m.-Ti 

3  00 

S573  00 

The  monthly  commissions  for  the  Bell  company  amount 
to  $31.54;  for  company  owned  toU  lines,  $9.62,  and  mis- 
cellaneous monthly  revenues  amount  to  $44.23.  thas  bring- 
ing monthly  revenue  under  present  and  proposed  rates  up 
to  $658.39  and  $831.89,  respectively,  and  annual  revenues 
to  $7,900.68  and  $9,982.68,  respectively. 

The  1917  expenses  of  applicant,  including  taxes  and 
excluding  depreciation,  were,  $6,131.76,  leaving  the  sum  of 
$1,768.92  available  for  depreciation  and  return  on  invest- 
ment. The  items  "  maintenance  "  and  "  other  expenses  " 
are  for  July,  1918.  It  does  not  appear  whether  the  mainte- 
nance charges  for  that  month  are  excessive  or  not  and  we 
must  assume  it  is  an  average  month.  However,  the  July 
"  other  expenses  "  includes  an  item  of  $25.00  for  direc- 
tories and  the  evidence  shows  this  to  be  an  annual  and  not 
a  monthly  charge.  Treating  it  as  a  monthly  charge  makes 
this  item  excessive  by  the  sum  of  $275  for  the  year.    Making 
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this  adjustment  we  find  the  1917  expenses  to  have  heen 
$5,856.76,  leaving  the  sum  of  $2,043.92  as  the  adjusted  bal- 
ance available  for  depreciation  and  return. 

F.  L.  House,  the  owner  of  applicant  exchange,  testified  as 
follows  concerning  estimated  increased  expenses : 

"  Q.  Now,  in  your  statemeot  of  the  estimated  espenses  yon  pnt  a 
$20.00  a  month  increase  —  foar  operators.    Has  that  been  put  in  effect  f 

A.  Ya,  sir. 

Q.  Aotoally  being  paid  at  the  present  timet 

A.  Yes,  sir. 

Q.  'Trouble  man', —  yon  have  $65.00  a  month  incresaed  to  $75.00 1 

A.  Still  payii^  him  $65.00. 

Q.  Yon  expect  to  increase  that,  if  you  have  the  funds  T 

A.  Yes,  sir. 

Q.  What  elass  of  service  is  incladed  in  that  item,  '  other  employees  't 

A.  Such  as  extra  hired  help  that  you  use  to  go  out  and  re-wire  lines. 

Q.  Your  $6.00  increase  on  that  is  just  an  estimateT 

A.  Yes,  air,  just  an  estimate. 

Q.  Yon  have  a  $3.00  a  month  increase  on  rent.  Is  that  an  actual 
increase  on  rentl 

A.  No. 

Q.  What  reason  for  patting  it  in  thei«f  Have  you  heen  served  with 
notice  that  you  wonld  have  to  pay  more  reutT 

A.  No,  I  have  not,  yet,  hut  the  rent  I  have  been  giving  is  exceedingly 
low.     Other  rents  in  town  have  advanced. 

Q.  Has  there  been  eny  increase  in  your  li^t  hillT 

A.  No,  sir,  but  there  will  be, 

Q.  What  kind  of  lightf 

A.  Electiic  light 

Q.  Have  you  any  electric  power  in  your  pJantT 

A.  No,  no  electric  power. 

Q.  You  expect  a  monthly  increase  of  about  $42.00  in  your  maintenance 
acconntt 

A.  Yes,  sir. 

Q.  What  items  do  you  expect  that  increase  to  accrued 

A.  Such  as  linemen  work,  batteries,  receivers'  cords  and  the  like. 

Q.  Any  portion  of  that  increase. already  accruedf 

A.  No,  sir. 

Q.  That  is  Just  an  estimateT 

A.  Just  an  estimate;  that  is  gradually  increasing  right  along,  and  hai 

Q.  Do  I  understand  these  figures,  $158.05,  are  the  figures  for  JulyT 

A.  Yes,  sir. 

Q.  Had  it  heen  increasing  up  to  that  time,  monthlyT 

A.  Yes,  sir,  it  has. 
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Q.  You  have  an  item  tinder  your  ezpenae  account  entitled  '  other 
expenses '  of  $13.05  for  auto  expense.  You  have  an  auto  to  patrol  your 
lines  T 

A.  Yes,  sir. 

Q.  That  is  all  the  expense  yon  have  in  keeping  that  up  a  month  T 

A.  That  is  an  average. 

Q.  That  is  charged  in  the  capital  account,  in  the  capital  investment  T 

A.  Yes,  sir. 

Q.  You  have  an  item  here,  $25.00  for  directories.  Is  that  a  monthly 
expense  T 

A.  No,  air.    We  get  them  out  about  once  a  year. 

Q.  That  should  not  be  charged  in  your  monthly  expense  account) 

A.  It  was  taken  for  this  particular  month. 

Q.  The  proper  expense  then  for  that  would  be  about  $2.00  a  monthf 

A.  Something  like  that." 

It,  therefore,  appears  that  applicant's  estimated  expense 
on  account  of  items,  other  employees,  rent,  light  and  heat, 
and  maintenance  are  not  established  by  the  evidence  and 
the  estimate  should  be  reduced  to  that  extent.  We  have 
already  called  attention  to  the  charge  for  directories  con- 
tained in  item  of  "  other  expenses."  The  actual  expenses  of 
$158.05,  and  accoiint  of  item,  "maintenance,"  are  the 
figures  for  July,  1908,  and  the  e\idence  discloses  these 
expenses  have  been  on  the  increase  up  to  July.  Applicant's 
expectation  of  further  increases  is  a  mere  estimate  not 
based  on  facts  shown  in  evidence.  In  view  of  the  cessation 
of  actual  fighting  in  the  great  world  war,  it  is  not  believed 
any  allow-ance  for  further  increases  on  this  item  will  be 
justified. 

With  these  adjustments,  and  omitting  depreciation,  we 
find  the  following  to  be  a  proper  estimate  of  montiily 
expenses,  considering  necessary  increases,  to-wit: 

Manager $100  00 

Four  operators 130  00 

Trouble  man TO  00 

Other  employees  ■ 5  00 

Kent  7  00 

Light  and  heat 5  00 

Insurance  I  59 

Taxes  10  00 

Maintenance  (actual  for  July,  1918) 158  06 

Other  expenses  (adjusted  for  excessive  directory  cbai^) 32  00 

TOTAL    $523  M 
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The  estimated  expense  for  one  year,  therefore,  will  be 
fixed  at  $6,283.68. 

As  previously  shown,  applicant  expects  a  gross  annaal 
levenue  of  $9,982.68  if  the  proposed  rates  are  authorized. 
A  net  sum  of  $3,699  applicable  to  depreciation  and  return 
should  be  realized  from  the  reveime  to  be  expected  imder 
the  proposed  increased  rates. 

Applicant  employed  Mr.  W.  S.  Polk,  a  consulting  engi- 
neer of  Kansas  City,  Missouri,  to  make  an  inventory  and 
appraisal  of  applicant's  telephone  exchange  at  Appleton 
City.  He  prepared  his  report  and  filed  same  as  part  of  his 
evidence.  His  valuation  is  of  date  July  31,  1918.  He  used 
pre-war  prices  in  his  appraisal,  taking  an  average  of  five 
years  previous  to  1914.  He  fixed  the  cost  new  at  the  sum 
of  $25,135,  and  cost  new  less  depreciation  at  the  sum  of 
$19,451.  Neither  figure  included  any  allowance  for  work- 
ing capital  or  going  concern  value.  He  testified  that  $900 
was  a  proper  allowance  for  working  capital  and  $491  for 
stores  and  supplies.  He  assumed  an  expense  of  $600  per 
month  and  based  his  working  capital  on  six  weeks'  expenses 
and  thus  arrived  at  $900.  One-twelfth  of  the  annual 
expenses  should  be  sufficient.  An  allowance  of  $1,000  for 
working  capital  and  stores  and  supplies  appear.s  to  be  suffi- 
ciently large  for  this  item.  Mr.  Polk  fixed  the  per  station 
value  at  $30.00  and  testified  that  $3.00  to  $4.00  per  station 
should  be  added  for  going  concern  value.  He  estimated  the 
proper  depreciation  reserve  to  be  6  to  7  per  cent. 

From  his  testimony,  we  produce  the  following: 

Cost  of  exchange,  less  deprei?iation $19,461  00 

Woriring  capital  and  stores  and  supplies 1,391  00 

Ooii^  value  (10  per  cent.) 1,945  10 

$22,787  10 
The  valuation  of  Mr.  Polk  is  ex  parte  but  the  unit  prices 
used  are  conservative.  We  are  unable  to  value  all  of  the 
utility  plants  of  various  kinds  that  are  before  us  for  con- 
sideration. No  objection  to  the  increases  asked  is  made  by 
the  city  authorities  at  Appleton  City;  hence  the  city  has  not 
gone  to  the  trouble  and  expense  of  an  indepei\dent  valua- 
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tion.  While  the  Commission  will  not  fix  a  valuation  on  any 
utility  plant  upon  an  entirely  ex  par^e.  showing,  we  feel  we 
would  be  justified  in  this  case  in  assuming  the  figure  at 
$22,000  as  tentatively  the  value  of  applicant's  property  at 
Appleton  City  used  qnd  useful  in  its  telephone  business. 

Conclusions. 

After  adjusting  applicant's  estimated  expense  accounts, 
we  have  found  the  proposed  rates  should  yield  a  net  appli- 
cable to  depreciation  and  return  in  the  sum  of  $3,699  per 
annum.  Six  per  cent,  is  an  ample  aUowance  for  deprecia- 
tion and  7  per  cent,  is  ample  for  return  on  investment 
The  sum  of  these  two  percentages,  or  13  per  cent.,  applied 
to  an  investment  of  $22,000,  would  amount  to  $2,860.  It, 
therefore,  appears  that  the  proposed  rates  will  produce 
excessive  revenue  in  the  sum  of  $839  and  that  the  proposed 
rates  are  unreasonably  high  and  excessive. 

We  have  shown  above  that  applicant's  expenses  for  one 
year  under  adjusted  estimated  increases  will  be  $6,283.68. 
Adding  to  this  the  above  sum  of  $2,860  makes  the  sum  oi 
$9,143.68  as  the  gross  revenue  applicant  should  be  per- 
mitted to  earn,  or  an  increase  of  $1,243  over  the  1917  rev- 
enues instead  of  $2,082  as  asked  by  applicant. 

It,  therefore,  follows  that  the  schedule  under  suspension 
should  be  cancelled  and  applicant  should  be  permitted  to 
file  a  new  schedule  of  rates,  eflfective  on  short  notice,  that 
will  produce  a  gross  revenue  not  in  excess  of  $9,143.68,  for 
the  consideration  and  approval  of  the  Commission.  Appli- 
cant should  also  promulgate  in  said  schedule  a  rule  pro- 
viding for  regular  service  from  5  a.  m.  to  11:30  p.  M.  daily 
with  emergency  service  from  11 :30  p.  m.  to  5  a.  m.  daily. 
Applicant  will  also  he  authorized  to  provide  in  said  schedule 
for  a  penalty  of  10  per  cent,  of  the  face  of  monthly  bill 
not  paid  on  or  before  the  tenth  day  of  the  month  for  which 
same  is  rendered,  and  to  bill  for  service  in  advance. 

An  order  in  accordance  with  the  conclusions  herein  set 
out  will  issue. 

AH  concur. 


[Mo. 
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Order. 

The  Commission  ou  September  26,  1918,  having  entered 
an  order  suspending  the  effective  date  of  the  schedule  of 
the  Appleton  City  Telephone  Exchange,  known  as  its  P. 
S.  C.  Mo.  No.  2,  cancelling  its  Original  P.  S.  C.  Mo.  No.  1, 
same  being  a  schedule  of  proposed  rates  for  telephone 
service.at  Appleton  City,  Missouri,  and  a  full  investigation 
of  the  matters  and  things  involved  in  said  case  having  been 
had  at  a  hearing  held  in  Nevdxia,  Missouri,  on  November  9, 
1918,  and  the  Commission  on  the  date  hereof  having  made 
and  filed  its  report  herein,  which  report  is  hereby  expressly 
,  referred  to  and  made  a  part  hereof,  and  the  Commission 
being  fully  advised,  and  after  due  deliberation, 

/(  is  ordered,  1.  That  the  Commission  finds  that  the 
present  rates  and  charges  of  said  Appleton  City  Telephone 
Exchange  provided  for  in  its  schedule  known  as  its  P.  S. 
C.  Mo.  No.  1,  are  unreasonably  low  and  unremanerative. 

Ordered,  2.  That  the  Commission  finds  that  the  rates 
provided  for  in  the  schedule  of  said  Appleton  City  Tele- 
phone Exchange,  known  as  its  P.  S.  C.  Mo.  No.  2,  cancelling 
its  Original  P.  S.  C.  Mo.  No.  1,  are  unreasonably  high  and 
excessive  and  said  company  is  required  on  or  before  the 
effective  date  of  this  order  to  cancel  the  same. 

Ordered,  3.  That  the  Commission  finds  that  said  Apple- 
ton  City  Telephone  Exchange  is  entitled  to  earn  a  gross 
annual  revenue  for  its  telephone  service  at  Appleton  City 
in  a  sum  of  not  exceeding  $9,143.68,  and  said  company  is 
hereby  authorized  to  file  with  the  Commission  its  schedule 
of  rates  providing  for  increases  over  present  rates  in  such 
amounts  as  to  earn  said  sum  of  $9,143.68,  such  schedule  to 
become  effective  upon  short  notice. and  to  be  submitted  to 
the  Commission  for  its  consideration  and  approval. 

Ordered,  4.  That  said  Appleton  City  Telephone  Exchange 
be  permitted  in  said  new  schedule  to  promulgate  a  rule 
providing  for  giving  full  service  from  5  a.  m.  to  11:30  p.  m. 
daily  with  emergency  service  from  11:30  p.  m.  to  5  a.  m. 
daily,  and  also  be  permitted  to  provide  in  said  schedule  for 
a  rule  fixing  a  penalty  of  10  per  cent,  of  the  face  of  the 
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raontiily  bill  if  same  is  not  paid  on  or  before  the  tenth  day 
of  the  month  for  which  the  same  is  rendered  and  to  bill  for 
-  service  in  advance." 

Ordered,  5.  That  any  and  all  increases  of  rates  herein 
authorized  to  be  provided  for  in  the  schedub;  aforesaid 
to  be  hereafter  filed  shall  remain  in  effect  for  a  period  of 
one  year  only  from  and  after  the  effective  date  of  this 
order,  at  the  end  of  which  yearly  period  such  increase  of 
rates  shall  cease  without  further  notice,  and  tho  rates  and 
charges  of  said  Appleton  City  Telephone  Exi;hange  shall 
then  be  reduced  and  restored  by  it  to  tlie  rates  now  on  file 
and  charged  by  it;pro(;t(ie(i,  that  the  Commission  may  here- 
after, by  further  order,  continue  such  increase  in  rates  and 
charges  for  another  and  further  period  or  otherwise  change 
or  modify  such  rates  and  charges,  either  upon  the  evidence 
before  the  Commission  or  upon  evidence  to  be  hereafter 
submitted,  and  for  the  purpose  of  making  such  changes 
in  said  rates  the  Commission  hereby  fully  retains  jurisdic- 
tion of  this  case. 

Ordered,  6.  That  said  Appieton  City  Telephone  Exchange 
be  required  to  keep  a  full  and  accurate  account  of  the  rev- 
enues and  expenses  of  its  said  exchange,  and  file  a  full  and 
complete  report  thereof  with  the  Commission  at  the  expira- 
tion of  said  period  of  one'  year  above  provided  for,  which 
report  shall  be  in  addition  to  any  other  reports  required 
by  law. 

Ordered,  7.  That  tliis  order  shall  be  in  full  force  and 
effect  from  and  after  ten  days  from  the  date  hereof. 

Ordered,  8.  That  the  secretary  shall  forthA\ith  serve  a 
certified  copy  of  this  order  upon  the  Appleton  [City]  Tele- 
phone Exchange  and  upon  L.  C.  Kidd,  mayor  of  Appleton 
City,  Missouri,  and  upon  Hon.  A.  S.  Burleson,  Postmaster 
General,  and  that  said  Appleton  City  Telephone  Exchange 
on  or  before  the  effective  date  hereof  shall  notify  the  Com- 
mission in  the  manner  provided  by  Section  25  of  the  Public 
Service  Commission  Law  whether  the  terms  of  this  order 
will  be  accepted  and  obeyed. 

December  7,  1918. 
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In  re  SusPEKsroir  of  Rates  of  Farmers'  and  Merchants' 
Telephone  Company  of  Odessa. 

Case  No.  1650. 

Decided  December  18,  1918. 

Xncrwwe  in  Bates  Authorized — Approzinuitely  7  Per  Cent.  Estinutttd 

for  Besarvo   for   Depreciation  —  8.3   Per  Omt.   for  Bate  of 

Betam  Oonaidered  EzceaslTe  —  Estimate  of  Bednction 

in  NnmlMr  of  Babscriberfl  Bejected. 

The  Farmera  company,  which  has  $19,000  stock  outstanding  and  fur- 
nishes service  to  530  of  its  own  stations  and  399  rural  stations  awned  by  the 
subscribers,  filed  a  schedule  increasing  rates  by  from  25  per  cent,  to  35  per 
cent.  The  coupany  flled  a  valuation  of  $32,604.69  which  included  over- 
head expenses,  cost  of  establishing  business,  working  capital,  surplus  and 
reserve  for  depreciation.  In  recent  years  the  company  had  paid  6  p«r 
cent  dividends  and  in  1917  set  aside  7  per  cent,  for  reserve  for  deprecia- 
tion, and  had  left  a  net  balance  available  for  return  of  $1,858.07,  exclud- 
ing miscellaneous  income  of  $602.75.  The  Commission  estimated  that 
the  proposed  rates  would  give  a  net  revenue  for  return,  allowing  7  per 
cent,  for  reserve  for  depreciation,  of  $1,806.48,  and  that  present  rates 
would   give  a  net   revenue   for  return    of  $1,607.68,    or  4.8    per  cent. 

Held:  That  as  the  ease  was  permitted  to  rest  upon  the  valuation  flsed 
in  the  application,  the  Commission  would,  for  the  purposes  of  the  case, 
take  that  valuation  as  substantially  correct,  giving  the  company  the 
benefit  of  any  slight  current  additions,  and  would  fix  the  amount  at  the 
round  figure  of  $33,000; 

That  although  abnormal  conditions  existed  and  there  was  an  unavoid- 
^le  increase  in  the  expenses  of  operation,  and  the  company  should  have  h 
small  measure  of  relief,  it  should  also  bear  its  share  of  the  burdens  which 
were  inevitable,  and  a  retnm  of  8.3  per  cent,  or  more,  which  the  proposed 
rates  would  yield  after  making  provision  for  probable  expenses  and  reserve 
for  depreciation,  was  excessive  and,  therefore,  the  full  increase  in  rates 
should  not  be  allowed; 

That  the  schedule  filed  should  be  cancelled  and  a  schedule  should  be 
filed  increasing  rates  on  different  classes  of  service  by  from  2^  cents  to 
25  cents  per  month,  which  would  yield  a  net  revenue  available  for  return 
of  $2,248.72,  or  6.8  per  cent. ; 

That  the  company's  estimate  of  future  revenues,  based  upon  a  10  per 
cent,  rednctiou  in  the  number  of  subscribers,  would  not  be  followed,  as  no 
evidence  was  offered  or  reasons  given  why  there  would  be  such  reduction, 
and  no  protest  was  filed  against  the  increased  schedule,  and  few  prrsons 
appeared  to  com]>iain. 
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I 
Report. 

The  Farmers'  and  Merchants'  Telephone  Company,  a 
Missouri  corporation  organized  in  1906,  with  an  authorized 
capital  stock  of  $20,000,  and  an  actual  issue  of  $19,000, 
owns  and  operates  for  hire  a  telephone  system  at  the  city 
of  Odessa.  The  stock  is  owned  by  citizens  of  Odessa  and 
vicinity. 

It  has  physical  connections  with  certain  long  distance 
toll  lines,  and  owns  and  operates  various  rural  lines,  and  in 
addition  thereto  furnishes  switching  service  for  a  number 
of  farmer-owned  lines  connected  with  its  exchange  at 
Odessa. 

The  company  filed  with  the  Commission  its  schedule 
known  as  P.  S.  C.  Mo.  No.  3,  to  be  effective  July  I,  1918, 
carrying  certain  increases  in  rates  and  cancelling  its  pre- 
vious schedule,  P.  S.  C.  Mo.  No.  2.  The  new  schedule  was 
accompanied  by  an  application  in  the  usual  form. 

The  Conunission,  of  its  own  motion,  ordered  that  a  hear- 
ing be  entered  into  as  to  the  propriety  and  lawfulness  of 
the  proposed  rates,  and  pending  the  hearing,  suspended 
the  new  schedule  for  one  hundred  and  twenty  days  to  and 
including  October  28,  1918. 

The  company  later  filed  with  the  Commission  an  inven- 
tory and  valuation  of  its  property  made  by  the  Topping 
Valuation  Company  of  Kansas  City,  Missouri,  setting  forth 
in  detail  the  various  units  composing  the  properties,  with 
estimates  of  cost  new,  depreciation  value,  annual  deprecia- 
tion and  the  like. 

The  estimates  of  value  included  the  elements  of  overhead 
expenses,  cost  of  establishing  business,  working  capital, 
supplies,  depreciation  reserve  and  other  kindred  subjects. 

The  proposed  increases  in  rates  under  the  new  schedule 
are  as  follows: 

R«8ideiice,  direct  line,  from  $1.00  to  $1.25  per  month. 
Residence,  two-party  line,  from  $1.00  to  $1.26  per  month. 
Class  A,  rural  switching,  from  $4.50  to  $6.00  per  annum. 
Cliiss  B,  rural  switching,  from  $12.00  to  $15.00  per  annum. 
AIbo  charge  of  $1.00  for  extra  direct-line  business  telephone. 
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A  hearing  was  held  on  the  fifth  day  of  August,  1918, 
before  a  special  examiner  at  the  city  of  Odessa.  Prior 
{hereto  a  -written  notice  of  the  time  and  place  of  hearing 
was  transmitted  by  the  secretary  of  the  Commission  to  the 
mayor. of  Odessa,  and  the  Commercial  Club  in  that  city, 
and  a  notice  was  also  published  in  the  local  newspapers. 

No  protest  against  the  increases  in  rates  was  filed. 

At  the  hearing  the  company  was  represented  by  its 
manager  and  several  members  of  its  board  of  directors. 
No  one  appeared  for  the  Commercial  Club,  but  the  mayor, 
Mr.  J.  J.  Lightner  attended,  and  there  also  appeared  one 
or  two  citizens  of  Odessa,  subscribers  of  the  company,  and 
two  subscribers  of  one  of  the  farmer-owned  lines,  desig- 
nated as  the  J  line,  who  testified  as  to  the  character  of  the 
service. 

The  company  operates  in  the  city  of  Odessa,  68  business 
'phones  and  364  residence  'phones.  It  furnishes  service 
to  166  subscribers  on  farm  lines  owned  by  the  company, 
and  to  399  subscribers  upon  lines  owned  by  the  farmers 
themselves. 

The  complaints  made  by  the  few  persons  appearing  and 
giving  testimony  were  all  to  the  same  effect.  The  testimony 
of  each  of  said  witnesses  was  that  after  having  secured, 
connection  with  another  'phone,  it  was  difficult  to  ring,  off, 
or  to  again  reach  the  central  operator,  either  where  the 
subscriber,  having  given  the  wrong  number,  desired  to  have 
the  error  corrected,  or  where  the  subscriber,  having 
received  the  desired  connection  and  finished  his  conversa- 
tion, sought  to  reach  the  central  operator  for  the  purpose 
of  immediately  making  another  connection.  There  was  no 
complaint  of  lack  of  courtesy  on  the  part  of  the  operators, 
nor  was  it  contended  that  ordinarily  it  was  difficult  to 
secure  the  attention  of  the  central  operator  in  the  first 
instance. 

It  was  conceded  by  the  witnesses  that  the  farmer-owned 
lines,  and  sjwcifically  the  one  designated  as  the  J  line,  were 
in  bad  repair,  and  that  on  some  of  said  lines,  there  was  a 
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[Uo. 
larger  number  of  'phones  than  was  consistent  with  first 
class*  service. 

These  witnesses  were  of  the  opinion  that  the  poor  service 
complained  of  by  them  resulted  in  equal  measure  from  want 
of  experience  by  the  operators  and  from  the  poor  state  of 
repair  of  the  farmer-owned  lines. 

The  mayor  testified  that  sometimes  the  service  in  the 
town  was  defective  in  the  particular  above-mentioned,  and 
attributed  the  same  either  to  lack  of  good  switchboards,  or 
to  want  of  proper  attention  at  times  by  the  operators.  He 
did  not  oppose  the  increase  in  rates.  His  position  is  plainly 
stated  in  his  own  language,  found  at  page  21  of  the  record: 

"  We  don't  have  any  arguments  and  I  do  think  there  is  a  little  room 
for  improvement  in  the  service,  but  I  think  this  raise  thm*  are  asking  fi>r    . 
is  just,  ond  personally  I  nm  for  it." 

The  witnesses,  subscribers  on  the  J  line,  based  their 
objection  to  the  increase  solely  upon  their  contention  that 
the  service  was  defective  in  the  particular  referred  to,  on 
the  J  line  and  other  farmer-o^vned  lines;  and  urged  that 
considering  the  character  of  the  service  received  by  them, 
they  were  already  paying  all  it  was  worth. 

On  behalf  of  the  company,  it  was  shown  that  the  smtch- 
board  in  use  was  of  the  magneto  type,  and  had  been  prac- 
tically rebuilt  about  one  year  and  a  half  before  the  time 
of- the  hearing,  with  all  new  cord  circuits,  key  equipment 
and  lamp  supervision  for  each  cord.  The  wire  system  in 
the  town  is  nearly  all  cabled,  there  being  only  about  one- 
quarter  mile  of  open  wire.  The  service  for  the  fanner- 
o^^-ned  lines,  and  particularly  the  line  designated  as  the  J 
line,  is  carried  through  a  cable  terminating  at  the  city 
limits,  and  then  over  a  quarter  of  a  mile  open  iiire  lead  to 
a  union  m  ith  the  lines  owned  and  kept  up  by  ttie  farmers. 

The  manager  of  the  company  insisted  that  the  plant  was 
in  good  condition,  and  that  the  defective  ser\ice  complained 
of,  insofar  as  it  existed,  was  due  to  the  inability  of  the 
company  to  secure  and  retain  experienced  operators  at  the 
wages  being  paid,  and  on  the  fanner  lines,  also  to  their 
bad  state  of  repair. 
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Valuation  of  the  Plant. 

The  books  of  the  company  were  not  offered  in  evidence, 
nor  was  any  testimony  offered  concerning  them.  In  its 
application  for  an  order  of  approval  of  the  new  schedule 
of  rates,  the  company  placed  the  total  plant  value  of  its 
properties  at  the  sum  of  $32,604.69.  It  owns  no  land  nor 
buildings.  The  greater  portion  of  the  earnings  over 
expenses,  particularly  in  the  first  few  years  of  its  opera- 
tions, has  gone  back  into  the  plant  in  replacements  and 
extensions.  The  viduation  made  by  the  engineer,  filed  with 
the  Commission,  was  not  offered  in  evidence  at  the  hearing, 
nor  did  the  company's  officers  nor  anyone  else  make  it  the 
basis  of  any  claim,  demand  or  testimony. 

The  case,  so  far  as  it  involves  the  valuation  of  the  prop- 
erties used  by  the  company  in  the  service  of  the  public,  was 
permitted  to  rest  upon  the  valuation  fixed  thereon  in  the 
application.  That  being  true,  we  will,  for  the  purposes  of 
the  case,  take  that  valuation  as  substantially  correct,  giving- 
the  company  the  benefit  of  any  slight  current  additions, 
and  fix  the  amount  at  the  round  figure  of  $33,000. 

The  Present  Earninqs. 

During  the  early  years  the  company  paid  out  no  divi- 
dends to  the  stockholders,  but  in  more  recent  years  it  has 
paid  annual  dividends  of  6  per  cent,  upon  the  $19,000  of 
stock  issued. 

For  the  year  ending  December  1,  1917,  it  paid  this  6  per 
cent,  dividend  of  $1,140  to  its  stockholders,  and  added  the 
eum  of  $1,320.82  to  surplus.  This  was  after  charging  up 
$2,028  for  depreciation,  which  was  approximately  7  per 
tent  of  the  plant  value  as  given  at  the  beginning  of  the 
period.  The  total  amount  of  the  depreciation  reserve  at 
the  end  of  the  year,  including  the  aforesaid  sum  of  $2,028, 
was  $5,309.89. 

The  telephone  operating  revenues  for  the  year  1917,  were 
.  $10,125.25.  The  operating  expenses  for  the  same  period, 
including  $2,028  for  depreciation,  were  $8,008.87,  leaving 
from  operation  the  sum  of  $2,116.38.  From  this  the  com- 
pany properly  deducted  the  sum  of  $178.38  for  taxes.   There 
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[ 
was  also  charged  against  it  tlie  farther  sum  of  $79.93  for 
interest  accrued,  or  together  the  sum  of  $258.31,  leaving  the 
clear  net  earnings  of  $1,858.07. 

The  last  named  sum,  for  the  purposes  of  our  inquiry, 
leaves  out  of  account  the  company's  miscellaneous  income 
for  the  year,  of  $597.25,  and  the  small  net  revenue  from 
other  operations  of  $5.50,  a  total  of  $602.75.  The  last 
named  sum  forms  part  of  the  aforesaid  amount  of  $1,320.82 
credited  to  surplus  at  the  end  of  the  year.  The  aforesaid 
sum  of  $1,858.07,  therefore,  represents  the  profits  of  the 
company  from  its  public  operations  for  the  year  of  1917. 

Estimate  of  Expenses. 
The  company's  estimate  of  its  total  annual  expenses 
under  the  increased  costs  of  materials,  labor,  taxes  and  the 
like,  set  forth  in  its  application,  is  $9,016.80.  The  principal 
item  of  increase  involved  is  the  amount  paid  to  operators. 
In  1917  the  company  paid  to  its  operators  the  sum  of 
$2,827.20.  It  is  now  paying  to  operators  wages  amounting 
in  the  annual  sum  to  $3,388.80,  an  increase  in  that  item  of 
$561.60.  It  estimates  wages  for  its  troubleman  of  $K.00 
per  month  against  the  $60.00  formerly  paid,  an  increase 
for  the  year  of  $60.00.  The  salary  for  the  manager  was, 
and  remains  $100.  It  estimates  its  taxes  for  the  current 
year  at  $360  as  against  the  sum  of  $178.38  paid  in  1917, 
an  increase  of  $181.62.  The  estimated  increase  for  insur- 
ance is  $12.60.  The  estimated  average  monthly  expenses 
for  maintenance,  including  livery  hire,  was  fixed  in  thi; 
application  at  $60.00,  or  $720  for  the  year.  The  actual 
expenses  involved  in  maintenance,  livery  and  the  like  for 
the  month  of  April,  1918,  as  set  out  in  the  application,  were 
$66.60.  Upon  the  hearing  the  manager  testified  that  the 
estimate  of  $60.00  per  month  for  those  items  was  made  upon 
the  basis  of  the  above-mentioned  actual  expense  of  $56.60 
for  the  month  of  April.  He  testified  that  an  examination 
liad  disclosed  that  the  actual  expenses  for  the  month  of 
April,  1918,  for  those  items,  was  below  the  monthly  average 
■for  the  year;  that  the  average  monthly  expense  for  the  year 
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1917  for  the  items  immediately  under  consideration,  was 
$78.38.  This  is  in  accord  with  the  company's  annual  report 
for  the  year  1917,  which  shows  a  total  for  these  items  of 
$940.59,  or,  an  average  monthly  expense  of  $78.38,  as  stated, 
It  difference  of  $21.78  between  the  actual  outlay  in  April, 
1918,  and  the  monthly  average  of  the  year  1917  for  the 
same  items.  It  was,  therefore,  urged  that  the  estimated 
monthly  expense  of  $60.00  should  be  increased  by 'this  dif- 
ference of  $21.78,  changing  the  annual  estimate  for  th« 
purpose  under  consideration  from  $720  to  $981.36,  and  add- 
ing the  difference  between  the  last  named  sumS,  $261.36,  to 
the  total  estimate  of  $9,016.80,  making  an  amended  total 
estimate  of  annual  expense  of  $9,277.16."  Tliis  estimate 
includes  also  the  sum  of  $2,280  for  depreciation. 

Estimated  Earnings. 

The  company,  in  its  application,  estimates  its  earnings 
for  a  year  under  the  present  rates  at  the  sum  of  $10,130.75. 
It  estimates  its  earnings  for  a  year  under  the  proposed 
rates  at  $12,017.64.  Considering  the  aforesaid  sum  of 
'$9,277.16  as  a  proper  allowance  for  annual  expenses, 
including  depreciation,  we  have  net  earnings  of  $2,740.48, 
a  return  of  8.3  per  cent,  on  $33,000. 

It  is  realized  that  abnormal  conditions  exist,  that  there  is 
an  unavoidable  increase  in  the  expenses  of  operation,  and 
that  this  company  should  have  a  small  measure  of  relief. 
But,  while  this  is  so,  the  company  should  also  bear  its  share 
of  the  burdens  which  are  thus  inevitable,  and  it  is  con- 
sidered that  a  return  of  8.3  per  cent,  after  making  fair 
provision  for  the  probable  expenses  and, for  depreciation, 
is  excessive,  and  for  that  reason  the  full  increase  in  rates 
applied  for  cannot  be  allowed. 

But,  there  is  another  reason  that  must  be  taken  into 
account  in  considering  the  proposed  rates  and  the  amount 
of  the  estimated  revenue  to  be  derived  therefrom.  This 
latter  reason  will  now  be  considered. 

*  An  error  is  appsreat. 
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The  company's  statement  of  the  sources  and  amount  of 
its  annual  revenaes,  under  the  existing  schedule,  is  shown 
by  the  following  table: 

Exdwngg  Number  of 

ClatsifietOion  Suaion$       RaU         Sevemu 

Bnsiness,  diiwt  line 67      <2  00         (134  00 

Bosiness,  extonsioii .^. . 7  50  3  50 

Bnsmees,  direct  line 345        100  345  00 

ResidraLce,  desk  set 4        1  25  5  00 

Sural: 
Clus  B,  company-owned  lines  and  eqoip- 


ClasB  A,  Bwitching,  farmer-owned  lines  and 

i&stminenta 399  37%        149  60 


TOTAi, 988     t803  10 

Toll  commission,  Bell    28  70 

Toll  eomnusurais.  Independent 31  76 

Toll,   company-owned   lines 22  51 


TOTAL   ALL   REVEVVE   UON'TH $886  07 


TOTAL  AU.  BEV-CNVE  VEAB *  $10,130  76 

The  company's  estimate  of  the  sources  and  amount  of 

annual  revenues  under  the  proposed  rates  is  set  forth  in 
the  following  table : 

Ej-chaiige  Number  of 

Clas^i/icalioii                                            Stationg        RaU  Revenue 

Business,  direct    line 67      $2  00  $l3i  00 

Bu^ness,  extension 7            50  350 

Residence,  direct  line 330        125  412  50 

Residrnce,  desk  scl 4        1  50  6  00 

Rural; 

Class  B,  cam|tany-on'n<>d  lines  and  equip- 
ment             150        1  25  187  50 

Class  A.  switching,  farmer-owned  lines  and 

instruments  350            50  176  00 
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Toll  commission,  Betl $28  70 

Toll  commission.  Independent  31  76 

Toll,  company-owned  lines 22  51 

TOTAL,  ALL  REVENUE  HOMTH '. |l,001   47 

TOTAL  ALL  REVENUE  TEAR $12,017  64 

As  hereinbefore  stated,  the  evidence  of  Manager  Cooper 
at  the  hearing  was  that  the  company  had  in  8en'ice  'phones, 
as  follows : 


Rural,  ClasB  A   399 

Rural,  Class  B 166 

It  will  be  noted  that  in  the  first  of  the  foregoing  tables 
Ihe  number  of  residence  'phones  is  given  as  345,  while  in 
the  second,  the  table  of  estimated  revenues,  the  numbers 
of  each  kind  are  given  as  f oUows : 

Resident*    330  instead  of  364 

Rural,  Class  A 350  instead  of  399 

Sura),  class  B   150  instead  of  166 

There  is  thus  a  reduction  in  this  estimate  of  the  numbers 
of  these  three  classes  of  'phones  in  service  of  10  per  cent, 
below  the  number  in  each  class  shown  to  he  actually  in 
service  at  the  time  of  the  hearing. 

There  was  no  evidence  offered  at  the  hearing  upon  this 
subject,  that  is,  the  probable  percentage  of  loss  in  customers 
the  company  would  sustain  by  reason  of  an  increase  in  rates 
to  the  extent  asked  for,  nor  any  reason  given  for  not  esti- 
mating revenues  upon  the  number  of  'phones  in  actual 
service. 

In  view  of  this,  and  of  the  fact  that  no  protest  was  filed 
against  the  proposed  increase,  and  that  so  few  persons 
appeared  to  complain,  we  cannot  accept  the  company's 
estimate,  nor  make  it  the  basis  of  computation  of  earnings, 
but  -ftill  take  the  actual  number  of  'phones  in  servic*-  as 
affording  the  proj>er  basis. 

The  number  of  'phones  shown  to  be  in  service  at  the  time 
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of  the  hearing,  at  the  proposed  rates,  and  allowing  for  toll 
service  at  the  rate  of  $82.97  per  month  as  estimated  by  tho 
c-ompaiiy,  would  yield  a  total  annual  revenue  of  $13,085.64. 
If  we  deduct  from  this  sum  the  foregoing  amount  of 
'*$9,277.16  for  expenses  and  depreciation,  we  have  left 
"$4,808.48  as  the  sum  of  earnings.  This  would  be  much  in 
excess  of  a  reasonable  return. 

Taking  the  number  of  'phones  actually  in  service  at  the 
present  rate,  for  each  kind  of  service,  and  taking  the 
monthly  receipts  for  the  various  forms  of  toll  service  given 
by  the  company,  as  correct,  we  have ; 

Exchange  Number  of 

Classification                                             Stations'  Rati  Revenne 

Business,  direct  line 68  $2  00  $136  0<> 

Business,  extension 7  50  350 

Residence,  direct  line 364  100  364  00 

Residence,  desk  set 4  1  25  5  00 

Aural  .- 
Class  A,  switching  fanner-owued  lines  and 

instrnments 399  37i^  149  60 

Class  B,  company -owned  lines  and  equip- 
ment            166  1  00  166  00 

Tolls,  total 82  97 

TOTAL  MONTKLl'  REVENUE $907  07 

REVENUE   rOR   A    YEAK 10,884  84 

Deductii^  from  this  above  allowance  for  expoiises  and  depre- 
ciation      '  9,277  16 

LEAVINQ  SET  YEARLY   REVENUE $1,607  68 

This  is  a  return  of  4.8  per  cent,  on  $33,000. 

Conclusions. 
The  conclusion  reached  is  that  the  company  should  be 
permitted  to  make  a  slight  increase  in  its  rates.  This 
increase  should  be  distributed  among  patrons  in  all  the 
classes  of  service,  and  include  subscribers  to  business  as 
well  as  residence  'phones. 

•  An  error  is  apparent. 
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An  increase  of  25  cents  per  month  for  68  business 
'phones;  of  5  cents  per  month  each  for  530  residence  and 
Class  B  rural  subscribers,  and  of  2iA  cents  per  month  for 
399  Class  A  rural  subscribers,  will  yield  an  added  revenue 
of  •$53.42  per  month,  or  $641.04  for  the  year.  This  added 
to  the  foregoing  sum  of  $1,607.68  would  constitute  a  net 
return  for  one  year  of  $2,248.72,  which  is  6.8  per  cent,  of 
$33,000. 

The  schedule  filed  should  be  cancelled,  and  in  lieu  thereof. 
a  schedule  filed  fixing  rates  in  accordance  with  the  fore- 
going conclusions. 

An  order  will  be  entered  in  accordance  with  this  report. 

Order. 

This  cause  being  at  issue  upon  application  to  increase 
rates  and  the  suspension  of  same,  and  having  been  duly 
heard  and  submitted  by  the  parties,  and  full  investigation 
of  the  matters  and  things  involved  having  been  had,  and 
the  Commission  having  on  the  date  hereof  made  and 
filed  its  report  herein  containing  its  findings  of  fact  and 
conclusions  thereon,  which  said  report  is  referred  to  and 
made  a  part  hereof, 

Now,  after  due  deliberation, 

/(  is  ordered,  1.  That  the  Commission  finds  that  the 
increase  in  rates  provided  for  by  said  Farmers'  and  Mer- 
chants' Telephone  Company  should  not  be  permitted  to 
go  into  effect,  and  that  the  said  new  schedule  of  rates  as 
filed  by  the  Fanners'  and  Merchants'  Telephone  Company 
be  cancelled  and  withdrawn. 

Ordered,  2.  That  the  Farmers'  and  Merchants'  Telephone 
Company  be  granted  permission  to  file  a  new  rate  schedule 
effective  January  1,  1919,  covering  increases  in  the  follow- 
ing classes  of  service : 

Per  Month 

Business,  direct  line,  from $2.00      to  $2.2S 

Reaidenee,  direct  line,  from 1.00       to  $1.05 

Class  A,  rural  switching,  f ron .3714  to       40 

Class  B,  rural  switching,  from 1.00      to    1.05 

•  $53.47^1  T] 
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All  other  rates  to  remain  as  submitted  in  the  proposed 
Pcliedule  known  as  P.  S.  C.  Mo.  No.  3,  and  that  schedtde 
containing  the  above  rates  be  filed  with  this  Commission 
on  or  before  January  1,  1919. 

Ordered,  3.  That  any  and  all  increases  herein  anthorized 
or  permitted  shall  remain  in  effect  for  a  period  of  one 
year  only  from  and  after  January  1, 1919,  the  effective  date 
of  this  order,  at  the  end  of  which  yearly  period  snch 
increases  in  rates  shall  then  be  reduced  by  said  company 
without  further  order  of  the  Commission,  to  the  rates  now 
on  file  or  charged  by  it;  prodded,  that  the  Commission  may 
hereafter  by  further  order  continue  such  increase  of  rates 
for  another  or  further  period,  or  otherwise  change  or 
modify  the  rates  of  said  company. 

Ordered,  4.  That  the  said  company  be  required  to  keep 
a  full  and  accurate  account  of  the  reveimes  and  expenses 
of  its  exchange  and  iile  a  full  and  complete  report  thereof 
with  this  Commission  at  the  expiration  of  said  period  of 
one  year  after  the  effective  date  of  this  order,  which  report 
shall  be  in  addition  to  any  other  reports  required  by  law; 
and  that  the  Commission  fully  retain  jurisdiction  of  the 
parties  and  subject  matter  of  this  cause  to  continue,  change 
or  modify  the  rates  of  said  company  upon  the  expiration  of 
said  period  of  one  year  after  the  effective  date  of  this 
order,  or  at  any  other  time,  upon  tlie  evidence  and  facts  now 
before  the  Commission,  together  with  such  other  evidence 
as  the  company  or  any  other  interested  party  may  offer. 

Ordered,  5.  That  this  order  shall  take  effect  on  this  date 
and  tliat  the  secretary  of  the  Commission  forthwith  serve 
upon  the  parties  hereto  and  upon  the  Hon.  A.  S.  Burleson, 
Postmaster  General,  a  certified  copy  of  this  order,  and  that 
tlie  company  shall  on  or  before  December  26,  1918,  notify 
the  Commission  in  the  manner  prescribed  in  Section  25  of 
the  Public  Service  Conmiission  Law  whether  the  terms  of 
this  order  are  accepted  and  will  be  obeyed. 

December  18,  1918. 
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in  re  Application  of  Cameron  Telephone  Company 
FOR  AN  Order  Authorizing  the  Issue  of  Additional 
Common  Stock. 

Case  No.  1783. 

In  re  Application  of  Clintok  County  Telephone  Com- 
pany FOB  an  Order  Authobizing  Sale  of  Part  of  its 
System  and  of  Cameron  Telephone  Company  for  an 
Order  Authorizing  Purchase  of  Same,  and  for  Orders 
Authorizing  Increase  in  Rates. 

Case  No.  1202. 

Decided  December  20,  1918. 

Sale   of   Ezcluuige   to   Competitor   Authorized  —  Issae   of   Additional 
Oapital  Stock  by  Domestic  Corporation  Anthorlzad  —  IncresM  in 
Bates  Authorized  — 13  Per   Cent.   Fixed  for  Beserro  for 
SepTOdation  and  Betam —    Bnral  Olusiflc&tioti  Con- 
■idered  Dlacriminatoiy  —  Capitalisation  of  Inter- 
est Accrned  Dnring  Constmctioii  Anthorized. 

The  Cameron  company  sought  authority  to  purcliase  the  exchange  of  the 
Clinton  company  in  Cameron  and  to  consolidate  the  two  exchanges,  also 
to  issue  additional  common  stock  and  to  increase  rates  by  from  25  per 
cent,  to  50  per  cent.  The  consolidation  has  already  taken  place,  and  the 
Commission  fixed  the  cost  new  less  depreciation  value  of  the  consolidated 
plant, —  which  serves  a  total  of  1051  subscr'bers  exclusive  of  switched  or 
service  subscribers,  719  subscribers  being  in  Cameron,  a  town  of  3000, — 
at  $79,034  or  $62.76  per  subscriber's  line,  which  was  considered  a  very 
conservative  value  for  a  central  enei^-  plant  of  this  character.  Present 
rates  yield  a  net  revenue,  applicable  to  reserve  for  depreciation  and 
retnm,  of  $5,674.50,  or  7  per  cent. 

Held:  That  the  consolidation  of  the  two  exchanges  as  asked  should  be 
approved ; 

That  as  the  outstanding  stock  was  $35,000  and  the  increase  asked  was 
$40,000,  which  was  well  witliin  the  present  valne  of  the  plant,  the  increase 
requested  should  he  authorized,  and  the  stock  should  be  sold  at  par  and 
the  proceeds  expended  to  take  up  notes  and  accounts,  with  accrued  interest, 
in  the  sum  of  $37,645.84,  which  amonnt  bad  been  used  in  rebuilding  and 
enlarging  the  plant; 

That  the  payment  of  $900  accrued  interest  out  of  the  proceeds  of  the 
sale  of  stock  was  approved  on  the  theory  that  it  represented  inteiifist 
accrued  during  construction  and,  therefore,  might  be  capitalised; 
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That  as  the  propoged  increase  in  rates  would  give  a  net  revenue  of 
$10,359.76,  or  13  per  cent,  for  reserve  for  depreciation  and  rate  of  i«tum 
eombined,  which  rate  was  not  unreasonable  or  excessive,  the  proposed 
rates  should  be  authoriced; 

That  as  to  applicant's  proposed  rat«  for  rural  or  farm  lines,  Class  A 
service,  providing  that,  if  the  subscriber  furnished  and  maintained  the 
instrument,  wire,  poles  and  other  necessary  equipment  with  6  or  more  on 
line  the  rate  should  bo  $7.80  per  annum,  the  minimum  number,  5,  should 
be  eliminated; 

That  as  to  applicant's  proposed  rate  for  rural  or  farm  lines,  Class  B 
service,  providing  that,  if  the  subscriber  furnished  and  maintained  the 
instrument,  wire,  poles  and  other  necessary  equipment  with  less  than  5  on 
line  the  rate  should  be  $10.80  per  annum,  the  entire  item  for  Class  B 
service  should  be  eliminated,  since  it  was  a  d iscri mi  n story  rate,  because 
under  Class  A,  with  5  Bubscribers  on  the  line,  less  revenue  would  be 
received  than  from  4  subscribers  on  the  line  under  Class  B. 

Report. 

On  March  22,  1917,  the  Cameron  Telephone  Company 
filed  its  petition  showing  that  it  is  a  corporation  organized 
and  existing  under  the  laws  of  the  State  of  Missouri ;  that 
its  principal  office  and  place  of  business  is  at  Cameron, 
Missouri;  that  it  was  conducting  a  general  telephone  busi- 
ness at  that  place ;  that  its  capital  stock  is  $35,000,  divided 
into  350  shares  of  the  par  value  of  $100  each,  all  of  which 
liad  been  issued  and  .sold;  that  it  desired  to  purchase  the 
property  of  the  Clinton  County  Telephone  Company  located 
in  and  around  the  city  of  Cameron,  Missouri,  at  an  agreed 
Ijriee  of  $4,500  in  cash ;  that  the  Clinton  County  Telephone 
Company  was  operating  an  exchange  in  and  around 
Cameron,  and  that  the  Cameron  Telephone  Company 
desired  permission  to  consolidate  the  two  exchanges,  and 
that  they  desired  to  increase  the  rates  as  charged  for 
service. 

The  board  of  directors  of  the  Clinton  County  Telephone 
Company  by  a  resolution  of  its  members,  duly  adopted, 
agreed  to  sell  that  part  of  its  system  known  as  the  Cameron 
exchange  for  the  sum  named,  and  the  board  of  directors 
of  the  Cameron  TeJephoiie  Company  agreed  to  purchase 
the  same.  The  Cameron  Telephone  Company  also  filed  a 
petition,  signed  by  201  parties  representing  299  su'oscribers, 
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asking  that  the  exchanges  be  consolidated  and  that  a  new 
central  energy  system  be  installed,  and  that  the  rates  be 
raised  to  a  price  not  to  exceed, 

Business  telephone,  per  moath $2  50 

Reaidenee  telephone,  per  month 1  60 

provided  that  all  snbBcribers  be  given  free  connection  with 
both  exchanges  and  country  line  service. 

The  rates  now  charged  by  the  Cameron  Telephone  Com- 
pany are  as  follows: 

Per  Month     Per  Year 

Business,  special  line,  common  return $2  00        $24  00 

Business,  extension  sets,  same  building 50  600 

Resideace,  special  line,  common  return 1  00  12  00 

Churches,  schools  and  lodges,  special  lines 1  00  12  00 

Residence,  extension  sets,  same  house 50  600 

Message  rate  service:  pay  station  at  union  station. ...  5c  per  message 
Additional  charge  for  desk  set  equipment,  residence. .  25  3  00 

Additional  charge  is  made  on  air  line  distance  of  subscribers'  stations 
beyond  initial  rate  area  as  follows : 

One-quarter  mile,  25  cents  per  month;  V^  mile,  50  cents  per  month;  3/4 
mile,  75  oents  per  month;  1  mile,  $1.00  per  month. 
Rural  or  farm  lines  on  which,  beyond  the  initial  area : 

(a)  Subscribers  furnish  and  maintain  ail  equipment i  $6.00  per  year  in 
advance,  party  lines  only. 

(b)  Telephone  company  furnishes  and  maintains  all  equipment;  two- 
party  line  $15.14;  three-party  line  $14.75;  four-party  line  $14,37;  flve- 
party  line  $13.98;  six-party  line  $13.60;  seven-party  line  $13.22;  eight- 
party  line  $12.83;  nine-party  line  $12.45;  ten-party  line  or  more  $12.07 
per  year  in  advance. 

(c)  Subscribers  furnish  and  maintain  line  and  telephone  company  the 
station  equipment:  two-party  line  $10.16;  three-party  line  $9.79;  four- 
party  line  $9.41;  five-party  line  $9.03;  six-party  line  $8.64;  seven-party 
line  $8.26,  eight-party  line  $7.87;  nine-party  line  $7.49;  ten-party  line 
$7.10  per  year  in  advance. 

Chaiges  are  due  and  payable  at  the  office  of  the  telephone  company  on 
the  fifteenth  of  each  month  for  the  calendar  month,  and  if  not  paid  by 
the  fifth  of  the  following  month  service  is  discontinued  until  charges  are 
pud. 

Extension  hells,  each,  per  year,  in  advance $1  00 

"  Below  we  are  giving  some  exceptions  to  our  standard  rates  under 
arrangements  made  some  years  afro;  have  made  no  new  contracts  for  over 
flve  years,  and  will  make  no  more  in  the  future. 


DigilizcdbyGoO^Ie 


666 


Missouri  Public  Service  Commission. 


Ten  years  ago  we  required  a  bonus  for  building  a  farmer  line,  and  we 
made  those  paying  the  bonus  a  rate  of  $8.07  per  year,  payable  in  advance. 

A  company  of  fanners  known  as  the  Mabel  Telephone  Company  wish- 
ing to  be  on  our  exchange,  we  made  them  a  rate  of  $4.22  per  year,  pay- 
able in  advance,  for  switching  them  to  our  subscribers,  they  owning  and 
maintaining  their  own  lines  and  telephones." 

They  also  filed  a  schedule  of  rates  revised  as  follows : 

Rate 

Class  of  Service                                                  Per  Month  Per  Year 
BusineBt  Stations: 

Direct   (single)  line $2  65  $31  80 

Fonr-party  line 2  15  25  80 

Extension  sets 1  15  13  80 

Residence  Stations: 

Direct  (single)  line 1  65  19  80 

Four-party  Kne 1  40  16  80 

Extension  sets   65  7  80 

Additional  Charge  for  Desk  Set  Equipment : 

Business    

Residence    25  300 

Extension  belts,  large 25  300 

Extension  bells,  regular 15  1  80 

Mileage  Charge  Beyond  Initial  Bate  Area: 

For  each  ^  mile  or  fraction  thereof 25  3  00 

Moving  Charge: 

Instrument  moved  within  room  or  style  of  instrument  changed. .  50 

Instrument  moved  within  bnilding 75 

Instrument  moved  outside  of  building 1  00 


Rates  pob  Rural  or  Farm  Lixe  Service.  Per 

Year 

A.  If  subscriber  furnishes  end  maintains  the  instrument,  wire, 

poles  and  other  necessary  equipment,  with  five  or  more  on  line.  -       $7  80 

B.  If  subscriber  furnishes  and  maintains  the  instrument,  wire, 

poles  and  other  necessary  equipment,  with  less  than  five  on  line. .       10  80 

C.  If  the  telephone  company  furnishes  and  maintains  the 
instrument,  wire,  poles  and  other  necessary  equipment 16  80 

D.  If  the  subscriber  furnishes  and  maintains  the  poles,  wire 
«nd  other  necessary  equipment,  and  the  telephone  company  fur- 
nishes and  maintains  the  instrument 15  00 
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Chai^  for  instBlUtioQ  of  new  subscriber,  rural,  $1.00;  town,  $1.00. 
Rentals  are  duQ  and  payable:    town,  tnontfaly  ou  tlie  fifteenth  of  tlie 
cnrrent  calendar  nioiitli;  rural,  six  months  In  advance. 

Discount  of  15  eeiits  per  Dionth  allowed  for  payment  by  the  fifteenth 
day  of  enirent  month. 

On  April  13,  1917,  a  protest  against  the  proposed  con- 
solidation of  the  plant  and  increase  in  the  rates  for  service 
was  filed  by  Elton  T.  Harris,  city  attorney. 

The  Commission  on  April  16,  1917,  at  2  p.  m.,  at  its  office 
in  Jefferson  City,  heard  the  case  and  testimony,  and  con- 
sidered the  same  with  Case  No.  1201,  same  being  In  the 
Matter  of  the  Application  of  the  Clinton  Cotmty  Telephone 
Company  for  an  Order  Authorizing  the  Sale  of  Part  of  its 
Plant  or  System,  and  of  the  Cameron  Telephone.  Company 
for  an  Order  Aitthorising  the  Purchase  of  the  Same  and  for 
Other  Orders.  No  protestants  appeared  in  person  or  by 
counsel,  but  the  protest  against  the  increase  as  filed  by 
attorney  E.  T.  Harris  was  received. 

The  Commission,  in  its  order  under  Case  No.  1201  on 
April  16,  1917,  authorized  the  sale  and  purchase  of  thij 
Cameron  exchange  belonging  to  the  Clinton  County  Tele- 
phone Company,  and  thus  closed  Case  No.  1201. 
■  A  public  hearing  was  held  by  one  of  the  Commissioners 
at  Cameron,  Missouri,  on  October  25,  1918,  at  9  a.  m.,  and 
Case  No.  1783,  the  Application  of  the  Cameron  Telephone 
Company  for  an  Order  Authorising  an  Issue  of  Additional 
Common  Stock  to  the  amount  of  $40,000  being  heard  at  the 
same  time  and  in  connection  with  the  case  at  issue,  No. 
1202.  The  applicant  company  was  represented  by  counsel, 
and  the  protesting  subscribers  by  Elton  T.  Harris,  city 
attorney,  and  the  following  evidence  was  introdnced. 

The  Cameron  Telephone  Company  purchased  the  prop- 
erty above  described.  They  purchased  a  lot  and  erected  a 
fire  proof  building,  the  cost  of  the  lot  and  building  being 
$13,069.  They  installed  a  central  energj-  switchboard  M-ith 
necessary  power  plant,  protective  devices,  racks  and  other 
equipment  used  in  an  up-to-date  central  office  and  at  an 
outlay  of  about  $10,459.    They  installed  an  underground 
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cable  system  and  erected  additional  aerial  cable  at  a  cost 
of  $3,000,  and  generally  repaired  and  rebuilt  the  exchange 
proper.  They  also  purchased  new,  modem,  central  energy, 
subscribers'  station  equipment  at  a  cost  of  $5,075,  and  now 
claim  to  have  a  modem,  well  constructed  telephone  plant, 
sufficient  to  take  care  of,  in  a  first  class,  acceptable  manner, 
the  telephone  needs  and  requirements  of  the  city  of  Cwn- 
eron  and  that  vicinity. 

They  also  consolidated  the  two  exchanges,  thus  furnish- 
ing the  subscribers  connected  on  the  two  separate 
exchanges  with  consolidated  exchange  service  on  the  newly 
installed  switchboard. 

An  inventory  and  appraisal  of  the  property  was  made 
by  W.  C.  Polk,  a  qualified  electrical  engineer  of  many  years 
experience,  as  of  July  1, 1916.  He  placed  a  value  of  $61,940 
cost  new,  and  $44,883  cost  new  less  depreciation,  this  to- 
include  an  item  of  $1,337  for  stores  and  supplies  on  hand 
at  that  time.  No  appraisal  has  been  made  by  the  engineer 
of  this  Commission,  but  a  careful  comparison  of  the  nnit 
of  cost  as  used  by  engineer  Polk  with  cost  units  as  used 
by  the  engineer  of  the  Commission  in  appraisals  of  other 
properties  in  the  vicinity  of  Cameron  shows  that  a- very 
conservative  figure  was  used,  and  the  prices  not  exhorbi- 
tant,  they  being  entirely  pre-war  prices. 

Taking  the  figures  as  submitted,  with  the  additions  cov- 
ering the  necessary  work  incident  to  consolidating  thii 
exchanges,  purchase  of  new  apparatus,  rebuilding  the  plant, 
installing  the  central  energy  system,  and  eliminating  that 
part  of  the  purchased  property  from  the  Clinton  County 
Telephone  Company  not  used  and  useful  in  the  consoli- 
dated plant,  and  cutting  out  the  item  of  $13,069  for  land 
and  building,  we  have  an  item  of  $65,965  as  being  the  cost 
new  less  depreciation  for  the  entire  property  of  ^e 
Cameron  Telephone  Company  as  of  October  1, 1918,  and  as 
•of  that  date  they  were  furnishing  service  to  1,051  subscrib- 
ers on  property  owned  by  the  company,  and  exclusive  of 
switching  or  service  subscribers,  making  a  value  of  $62.76 
per  subscribers'  line,  which  is  a  very  conservative  value  for 
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central  energy  plant  of  this  character.  We  will,  therefore, 
tentatively  accept  $79,034  as  the  value  of  the  property  for 
rate-making  purposes  in  determining  the  effect  of  the 
proposed  rates. 

The  telephone  company's  Exhibit  No.  3,  as  filed,  shows 
that  for  a  period  ending  September  1,  1918,  tlie'  previous 
nine  months  in  this  year,  the  total  revenue  was  $13,518.91, 
and  the  total  expenses  for  the  same  period  $9,263.03,  leaving 
a  net  revenue  for  the  above  period  of  $4,255.88.  We  may 
reasonably  assume  that  the  remaining  three  months  in  the 
year  1918  will  produce  expenses  in  the  same  proportion,  and 
revenue  in  the  same  proportion,  and  that,  therefore,  the 
entire  revenue  for  the  year  1918  would  be  $18,025.21,  and 
total  expenses  for  the  same  period  $12,350.71,  leaving 
$5,674.50,  or  7  per  cent,  rate  of  return  for  depreciation 
leserve  and  interest  on  the  investment.  This  rate  of  return 
is  unprofitable  and  unreasonably  low.  The  inert- ase  in  rates 
if  allowed  as  asked  for  in  its  entirety  would  be  $4,685.10  per 
annum.  This  added  to  the  $5,674.66  would  makf  a  total  of 
$10,359.76,  or  a  rate  of  13  per  cent,  for  depreciation  and 
rate  of  return  combined,  and  which  rate  is  not  unreasonable 
and  not  excessive  and  will  therefore  be  allowed  with  the 
following  exception:  under  rates  for  rural  or  farm  lines, 
Glass  A  service,  if  the  subscriber  furnishes  and  maintains 
the  instrument,  wire,  poles  and  other  necessat-y  equipment, 
Avith  5  or  more  on  line,  $7.80  per  annum,  the  minimum  num- 
ber, 5,  should  be  eliminated.  Class  B,  if  subf^criber  fur- 
nishes and  maintains  the  instrument,  wire,  poles,  and  other 
necessary  equipment,  with  less  than  5  on  line,  $10.80  per 
annum.  This  entire  item  for  Class  B  should  be  eliminated, 
for  the  reason  that  it  is  a  discriminatory  rate,  as  under 
Class  A  wifh  5  subscribers  on  the  line  less  revenue  would 
be  received  than  from  4  subscribers  on  the  line  under  Class 
B,  Classes  C  and  D  should  be  designated  as  Classes  B  and 
C  respectively. 

The  schedule  of  rates  asked  show'  them  to  be  well  balanced 
and  not  above  those  in  force  for  exchanges  of  like  size  and 
equipment.    The  evidence  and  exhibits  show  the  plant  to 
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be  operated  and  maintained  in  an  efficient  and  economical 
manner.  A  single,  up-to-date,  modem  and  well  maintained 
exchange  in  a  community  is  preferable  in  many  respects  to 
two  or  more  exchanges  and  a  divided  list  of  subscribers. 
AVhen  the  class  of  service,  rates  charged  and  the  conduct 
of  the  business  with  the  public  is  under  the  jurisdiction 
and  control  of  a  state  regulatory  body,  the  operation  of 
two  or  more  exchanges  in  a  city  the  size  of  Cameron  entails 
unnecessary  expense. 

Cameron  has  a  population  of  about  3,000.  The  Unite<I 
States  census  for  1910  shows  2,980.  The  Cameron  Tele- 
phone Company  is  serving  719  subscribers  within  the  city 
limits,  or  a  24  per  eeiit.  development,  which  is  abnormally 
high  for  a  city  of  that  size.  We  therefore  assume  that 
the  public  is  well  provided  with  telephone  service,  all  its 
needs  or  requirements  being  fully  and  acceptably  met, 
and  we  therefore  approve  of  the  consolidation  of  the  two 
exchanges  as  asked. 

The  evidence  and  exhibits  show  that  on  September  1, 
1918,  the  Cameron  Telephone  Company  had  outstanding 
common  stock  to  the  amount  of  $35,000,  covering  the  issue 
as  regularly  authorized  by  the  Secretary  of  State  on  Jan- 
uary 7,  1909;  that  at  a  meeting  of  the  stockholders  of  the 
Cameron  Telephone  Company  held  on  Janoarv-  2,  1918, 
they  voted  unanimously  to  increase  the  same  to  $75,000, 
an  additional  $40,000  to  the  amount  outstanding,  there  to 
be  400  shares  of  the  par  value  of  $100  each.  A  certificate 
of  such  increase  of  capital  stock  from  $35,000  to  $75,000 
is  acknowledged  as  filed  and  of  record  by  the  Secretary  of 
State,  dated  September  11,  1918,  and  is  also  submitted. 

They  also  show  a  schedule  of  bills  payable  covering 
notes  given  for  cash  in  the  amount  of  $36,227.22,  some 
hearing  6  and  others  7  per  cent,  interest,  accrued  interest 
due  about  $900,  and  for  equipment  and  supplies  $518.62, 
a  total  of  $37,645.84,  full  amount  of  which  has  been  used 
in  rebuilding  and  enlarging  the  plant,  the  purchase  of  new, 
modern  equipment  and  office  building,  and  not  for  tho 
repair  and  maintenance  of  the  plant.     The  $75,000  in  the 
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aggregate  asked  to  be  allowed,  viz.,  $35,000  now  issued  and 
$40,000  to  be  issued,  all  of  common  stock,  is  well  within 
the  $79,034.99,  the  present  value  of  the  plant.  The  request 
for  authority  to  issue  the  $40,000  common  stock  will  there- 
fore be  approved,  to  be  sold  at  par  and  the  money  realized 
from  the  sale  of  said  stock  to  be  expended  as  follows: 

For  repaying  borrowed  money  as  evidenced  by  not«s $36,227  20 

Open  accounts  dae  business  firms  for  equipment  and  supplies  518  62 
Accmed  interest  on  promissory  notes  amounting  to,  and  for 

other  necessary  extensions 900  00 

The  payment  of  accrued  interest  in  the  sum  of  $900  as 
above,  out  of  the  proceeds  of  the  sale  of  stock,  is  approved 
on  the  theory  that  it  represents  interest  accrued  dur- 
ing construction,  otherwise  such  interest  may  not  be 
capitalized. 

An  order  will  be  entered  in  conformity  here\vith. 

Okdeb, 

This  cause  being  at  issue  upon  application  to  increase 
rates,  issue  additional  stock,  and  purchase  the  exchange 
of  the  Clinton  County  Telephone  Company,  and'  having 
been  duly  heard  and  submitted  by  the  parties,  and  full 
investigation  of  the  matters  and  things  having  been  had, 
and  the  Commission  having  on  the  date  hereof  made  and 
filed  its  report  herein  containing  its  findings  of  fact  and 
conclusions  thereon,  which  said  report  is  referred  to  and 
made  a  part  hereof, 

Now,  after  due  deliberation, 

It  is  ordered,  1.  That  the  Commission  hereby  grants 
permission  for  the  consolidation  of  the  exchange  formerly 
owned  by  the  Clinton  County  Telephone  Company  in 
Cameron,  Missouri,  and  the  exchange  of  the  Cameron  Tele- 
phone Company  in  Cameron,  Missouri,  as  petitioned  for 
in  Case  No.  1202. 

Ordered,  2.  That  the  Commission  finds  that  the  rates 
for  rural  or  farm  line  service  known  as  Class  A,  wherein 
the  company  prescribes  a  rate  for  5  or  more  on  line,  and 
Class  B,  where  the  rate  applies  to  less  than  5  subscribers 
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on  a  line,  are  unreasonable  and  unjust,  and  that  such 
schedule  of  rates  containing  this  provision  be  cancelled 
and  withdrawn. 

Ordered,  3.  That  the  Cameron  Telephone  Company  be 
granted  permission  to  file  a  new  rate  schedule,  effective 
January  1,  1919,  containing  the  following  rates: 

Bate 

Class  of  Service                                                  Per  Month  Per  Year 
Business  Stations: 

Direct  (single)  line $2  65  $31  8I> 

Four-party  line 2  15  25  80 

Extension  sets  1  15  13  80 

Besidenee  Stations: 

Direct  (single)  line 1  65  19  80 

Four-party  line  1  40  16  80 

Extension  sets  65  7  80 

Additional  Charge  For  Desk  Set  Equipment : 

Business '. 

Residence    25  300 

Extension  bells,  large 25  3  OO 

Extension  bells,  regular 15  1  80 

Mileage  Charge  Beyond  Initial  Rale  Area: 

For  each  1/4  mile  or  fraction  thereof 25  3  OO 

Moving  Charge: 

Instrument    moved    witliin    room    or    style    of    instrument 

(^hanged   50 

Instrument  moved  within  building 75 

Instrument  moved  outside  of  building 1  OO 

Rates  for  Rural  or  Farm  Line  Service;  Per  Year 

A.  If  subscriber  furnishes  and   maintains  the  instniinent, 

wire,  poles  and  other  necessary  equipment $7  80 

B.  If  the  telephone  company  furnisjies  and  maintains  the 
instrument,  wire,  poles,  and  other  necessary  EH^uipment. . .  16  80 

C.  If  the  subscriber  furnishes  and  maintains  the  poles,  wire 
and  other  necessary  equipment,  and  the  telephone  company 

furnishes  and  maintains  the  instrument 15  00 

Chaise  for  installation  of  new  subscriber,  rural,  $1.00;  town,  $1.00. 
R«ntals  are  due  and  payable:  town,  monthly  on  tbe  Gfteenth  of  tbe  cur~ 

rent  calendar  month;  rural,  six  months  in  advance. 
Discount  of  15  cents  per  month  allowed  for  payiutut  by  tlie  0fL«nth  day 

of  current  month.  • 
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That  said  schedule  containing  the  above  rates  be  filed 
T\'ith  this  Commission  on  or  before  January  1, 1919. 

Ordered,  4.  That  the  Cameron  Telephone  Company  be, 
and  the  same  is  hereby,  authorized  to  issue  its  additional 
x^apital  stock  to  the  amount  of  $40,000,  par  value ;  that  all 
the  stock  hereby  authorized  be  common  stock  of  said  com- 
pany, and  that  it  shall  be  sold  at  not  less  than  par,  and 
that  the  proceeds  thereof  shall  be  used  to  pay  the  following 
amounts : 

Bills  payable  covering  notes  given  for  caeh  in  the  amount  ,of  $36,227  22 
Some  bearing  6  and  others  7  per  cent,  interest. 

Accrued  interest  due,  abont 900  00 

Open  account  for  equipment  and  supplies  amounting  to  ^out  518  62 

.  and  other  items,  all  of  the  above  expenses  incurred  in  the 
rebuilding  and  additions  to  the  telephone  plant  in  and 
■around  Cameron,  and  not  to  be  used  in  payment  for 
<^xpenses  incurred  in  the  regular  maintenance  and  up-keep 
■of  the  plant,  or  for  any  other  purposes. 

Ordered,  5.  That  said  company  shall  keep  separate,  true 
And  accurate  aceountd  showing  the  receipt  and  application 
in  detail  of  the  proceeds  of  the  sale  or  disposal  of  the 
additional  stock  hereby  authorized  to  be  issued,  and  at  the 
end  of  each  six  months  the  company  shall  make  a  verified 
report  to  the  Commission  stating  the  sale  or  sales  of  said 
fctock  during  the  preceding  six  months,  the  terms  and  con- 
t'ditions  of  sale,  the  moneys  realized  therefrom  and  the  use 
and  application  of  such  moneys ;  and  said  accounts,  vouch- 
■ers  and  records  shall  be  open  to  audit  and  may  be  audited 
from  time  to  time  by  accountants  and  examiner-s  desig- 
nated for  such  purpose  by  the  Commission. 

Ordered,  6.  That  the  authority  hereby  given  to  issue 
such  additional  stock  shall  apply  only  to  stock  issued  by 
vaid  company  on  or  before  the  thirtieth  day  of  June,  1919. 

Ordered,  7.  That  any  and  all  increases  herein  granted 
or  permitted  shall  remain  in  effect  for  a  period  of  one 
year  only  from  and  after  January  1,  1919,  at  the  end  of 
which  yearly  p«riod  &uch  increases  in  rates  shall  then  be 
reduced  by  said  company  without  further  order  of  the 
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Commissioii,  to  the  rates  now-  on  file  or  charged  by  it; 
provided,  that  the  Commission  may  hereafter  by  farther 
order  continue  suclT  increase  of  rates  for  another  or  fur- 
ther period,  or  otherwise  change  or  modify  the  rates  of 
said  company. 

Ordered,  8.  That  the  said  company  be  required  to  keep 
n  full  and  accurate  account  of  the  revenues  and  expenses 
of  its  exchange,  and  file  a  full  and  complete  report  thereof 
with  this  Commission  at  the  expiration  of  said  period  of 
one  year  after  the  effective  date  of  this  order,  v.hich  report 
shall  be  in  addition  to  any  other  reports  required  by  law; 
and  that  the  Conunission  fully  retain  jurisdiction  of  the 
parties  and  subject  matter  of  this  cause  to  continue, 
change  or  modify  the  rates  of  said  company  upon  the 
expiration  of  said  period  of  one  year  after  the  date  set 
fortli  in  this  order,  or  at  any  other  time,  upon  the  evidence 
and  facts  now  before  the  Commission,  together  with  such 
other  evidence  as  the  company  or  any  other  interested 
party  may  offer. 

Ordered,  9.  That  this  order  shall  take  effect  on  Decern- . 
ber  31,"  1918,  and  that  the  Secretary  of  the  Conmiission 
forthwith  serve  upon  the  parties  hereto  and  upon  the  Hon. 
A.  S.  Burleson,  Postmaster  General,  a  certified  copy  of 
Ibis  order,  and  that  the  company  shall  on  or  before  Decem- 
ber 26,  1918,  notify  the  Commission  in  the  manner  pre- 
scribed in  Section  25  of  the  Pubbc  Service  Commission 
Law,  whether  the  terms  of  this  order  are  accepted  and  will* 
be  obeyed. 

December  20,  1918. 
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State  Railway  Commission. 

In   re   Application   of   Sutheeland-Faibview   Telephone 

Company  for  Authority  to  Increase  Rates. 

AppHeation  No.  3244. 

Decided  October  25,  1918. 

Increue   in   Kates   with   Befnnd   foi   Advancefl   of   Partial   Cost   of 
Extensions,  Autiiorized. 

Supplemental  Finding. 

On  April  8,  1918,  the  Commission  autliorized'  tlie 
Sutherlaiid-Fairview  Teleplione  Company  to  publish  and 
collect  $15.00  per  annum  for  telephone  service  when  paid 
annually  in  advance  and  $18.00  per  annnm  when  not  paid 
annually  in  advance. 

Applicant  had  filed  a  petition'  from  a  number  of  its.  sub- 
scribers agreeing  to  a  rate  of  $18.00  per  annum  with  pro- 
vision attached  that  certain  refunds  were  to  be  made  to 
subscribers  at  the  rate  of  25  cents  per  month  until  all 
refunds  had  been  paid.  This  provision  the  Commission 
denied. 

It  now  appears  that  the  refunds  which  both  subscriber.' 
and  company  were  willing  to  make  referred  to  advances 
of  partial  costs  of  extensions.  To  these  refunds  the 
Commission  has  no  objection. 

On  the  basis  of  earnings  presented  in  the  original 
order,*  and  with  full  knowledge  of  increases  in  costs  of 
labor  and  material  since  that  time,  the  Commission  con- 
siders the  application  to  make  the  rate  $18.00  per  annum 
for  all  subscribers  not  out  of  line  inasmuch  as  this  com- 
pany is  wholly  rural,  pays  switching  charges  for  all  sub- 


*  See  Commission  Leaflet  No.  78,  p.  1531. 
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scribers  and  maintains  50  miles  of  pole  line  to  serve  43 
subscribers. 

It  is  the  opinion  of  the  Commission  that  the  application 
to  publish  rates  of  $18.00  per  annum  for  all  subscriberfl 
should  be  approved. 

Ordbb. 

2t  is,  therefore,  ordered  by  the  Nebraska  State  Railway 
Vommission,  That  the  Sutherland-Fairview  Telephone 
Company  be,  and  it  hereby  is,  authorized  to  publish  and 
collect  for' telephone  service  on  its  system  $1.50  per  montli 
payable  quarterly  in  advance,  same  to  be  effective  at  the 
next  pajTuent  date  for  each  subscriber. 

Made  and  entered  at  Lincoln,  Nebraska,-  this  twenty- 
fifth  day  of  October,  1918. 


Rates  at  Its  Exc^hanqes  at  Belden,  Rosalie,  Walt 
Authority  to  Publish  Certain  Special  Service 
Rates  at  Its  Exchanges  at  Belden,  Rosalie,  Walt 
Hill  and  Winnebago. 

Application  No.  3726. 

Decided  October  25,  1918. 

Boslness    and    Residence    V&catioiL    Rates    Anthorizfld<—  Joint    Ua«r 

Bnsiiiess  Rate  Established  — Actoal  Cost  of  ReinstsUing  Toleplione 

Removed  or  Disconnected  Throngh  Subscriber's  Osrelessuesa 

Ordered  Paid  b;  Snbscrlber. 

•  Findings, 
The  Matheny  Telephone  Company  has  asked  authority 
to  publish  on  its  exchanges  at  Belden,  Rosalie,  Walt  Hill 
and  Winnebago,  Nebraska,  additional  rates  and  service  as 
follows : 

Vacation  rates,  residencp.  per  month,  in  advanee $0  75 

Vat'Btion  rates,  business,  per  month,  in  advance 1  00 

Two  or  more  persons,  companies,  or  eorporations  using  same  tele- 
phone, per  month,  each,  in  advance 1  50 

Actual  cost  of  reinstallations  at  farm  stations  where,  through  fault  of 
the  subscriber,  it  is  necessary  to  remove  the  telepboae  or  disconnect. 
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The  vacation  rates  asked  for  are  in  line  with  the  Com- 
mission's previous  rulings  that  such  rates  should  be 
approximately  50  per  cent,  of  regular  rates.  The  rates 
proposed  for  two  on  one  business  'phone  are  also  reason- 
able, provided  both  parties  using  said  'phone  are  listed  in 
the  directory  of  the  company. 

Applicant  complains  that  carelessness  or  indifference  of 
farm  line  subscribers  makes  it  necessary  frequently  to 
disconnect  for  non-payment  of  rental,  and  that  payment 
is  frequently  made  when  a  company  employee  gets  ready 
to  make  the  disconnection.  This  puts  the  company  to  a 
considerable  expense  without  reason  to  make  the  collec- 
tion. The  Commission  considers  it  reasonable  that  the 
subscriber  thus  careless  or  indifferent  bear  the  expense 
of  reinstallation,  and  will  so  order. 

Order. 

It  is,  therefore,  ordered  by  the  Nebraska  State  Railway 

Commission,  That  the  Matheny  Telephone  Company  be, 

and  it  hereby  is,  authorized  to  publish  on  its  exchanges  as 

hsted  above  rates  as  follows: 

VacatioD  rat«s,  residence,  per  month,  ia  advance $0  76 

Vacation  rates,  business,  per  month,  in  advance 1  00 

Two  or  more  persons,  companies,  or  corporations  using  same 

badness  telephone,  per  month,  each,  in  advance 1  50 

It  is  further  ordered,  That  applicant  company  charge- 
the  actual  expense  of  reinstallation  on  farm  lines  where 
disconnection  or  removal  has  been  made  necessary  because 
of  failure  of  subscriber  to  observe  the  rules  of  the 
company.  These  rates  shall  be  effective  from  and  after 
November  1,  1918. 

Made  and  entered  at  Lincoln,  Nebraska,  this  ttt'enty- 
fifth  day  of  October,  1918. 
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Jn  re  Application  of  Lincoln  Telephone  and  Tblbgbapm 
Company  fob  Authority  to  Incbease  Rates  on  Ceb- 
taik  Classes  of  Sbbvicb  on  a  Pobtion  of  Its 
Exchanges. 

Application  No.  3701. 

Decided  October  29,  1918. 
OroM  iDd  Net  Batea  Antborissd. 

Supplemental  Ordeb. 

On  further  consideration*  of  the  matters  involved  in  this 
application,  the  Commission  deems  it  advisable  to  reduce 
the  cost  of  collection  and  the  total  of  bad  accounts  by 
authorizing  applicant  herein  to  publish  on  all  its  exchanges 
within  the  State  of  Nebraska  gross  and  net  rates. 

It  is,  therefore,  ordered  by  the  Nebraska  State  Railway 
Commission,  That  the  Lincoln  Telephone  and  Telegraph 
Company  be,  and  it  hereby  is,  authorized,  effective  Novem- 
ber 1, 1918,  to  publish  gross  rates  25  cents  higher  than  the 
rates  lawfully  on  file  with  the  Commission  and  authorized 
in  the  original  order*  herein  on  those  exchanges  which 
have  not  heretofore  been -authorized  to  publish  gross  and 
net  rates;  bills  to  be  rendered  at  the  gross  rate  and  to 
contain  notation  of  a  discoxmt  of  25  cents  per  month  on 
each  class  of  city  service  if  paid  on  or  before  the  tenth  of 
the  month  in  which  the  service  is  rendered;  bills  to  be 
rendered  for  farm  line  service  where  paid  quarterly  in 
advance  at  an  advance  of  75  cents  per  quarter  above  the 
lates  lawfully  on  file  with  this  Commission,  with  provision 
on  the  bill  for  discount  of  75  cents  per  quarter,  if  paid 
during  the  first  month  of  the  quarter  in  which  the  service 
is  rendered. 

It  is  further  ordered,  That  this  supplemental  order  shall 
be  subject  to  all  the  conditions  set  forth  in  the  original 
order*  herein. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty- 
ninth  day  of  October,  1918. 

'  See  Commission  Leaflet  No.  84,  p.  211. 
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/»  re  Application  of  Palisade  Telephone  Company  foe 
AutTHOBirr  xo  Incbbasb  Bates. 

Application  No.  3705. 

Decided  October  29, 1918. 

IbkcrMwa  in  Bfttw  AntboilMd  —  7  Fax  Oast.  Fixed  m  Bita  of  Eotnm  —  9 

Per  Cent.  Fixed  for  Mftintaiuuice  uid  Beearre  for  Desredfttioa 

— 16  Per  Oeot.  Alloiranc*  for  Haintenuice  DleapproTed. 

Applicetit  aonght  authority  to  increaae  its  bminess,  residence  and  rural 
Tstes,  and  also  its  rate  for  Bvitching  independent  lioea.  Xbe  company's 
operating  ezpensea,  plus  the  lUilowance  for  maintenance  and  a  small 
Bmoant  for  new  eonatrootion,  for  sixteen  months  ending  October  1,  191S, 
-were  $4,130.80.  The  toUl  revenues  were  $4^57,  leaving  a  net  profit  of 
:t226.20.  The  present  rates  were  anthorized  in  April,  1917,  and  were 
based  on  a  valuation  of  04,000.  Since  that  time  increased  expenses 
«monnted  to  $640  per  year,  exclusive  of  the  increased  cost  of  materials. 
Proposed  rates  would  yield  an  increase  in  gross  eamii^p  of  approximately 
$1,000. 

Beld:  That  an  increase  in  rates,  as  set  forth  by  the  Commission  should 
be  authorized,  such  rates  yielding  a  maximum  return  of  $667  additional 
to  the  present  revenues; 

That  not  less  than  9  per  cent,  of  the  value  of  the  property  should  be 
set  aside  for  maintenance  and  reserve  for  depreciation  before  any  divi- 
dends were  paid; 

That  7  per  cent,  should  be  fixed  for  the  rate  of  return ; 

That  although  applicant  paid  $5,800  for  the  property,  permission  would 
not  be  granted  to  increase  dividends  on  a  value  beyond  that  fixed  in  the 
order  of  March,  1917,  unless  the  applicant  made  a  showing  to  the  Com- 
missioD  as  to  the  proper  value  on  which  dividends  should  be  paid ; 

That  the  past  allowance  by  the  applicant  of  16  per  cent,  for  mainte- 
nance, esdasive  of  the  lineman's  salary,  was  unreasonable,  as  being  in 
excess  of  the  allowance  usually  made,  and  no  extra  allowance  Would  be 
made  by  the  Commission  for  the  increased  cost  of  maintenance  for  the 
next  year,  but  provision  would  only  be  made  for  increased  cost  of 
operation. 

Findings. 
Applicant  herein  asks  authority  to  increase  teleplione 
rates  on  its  exchange  at  Palisade,  Nebraska,  to  $2.00  per 
month  for  business  stations,  $1.50  per  month  for  residence 
and  company  owned  farm  stations,  and  to  50  cents  per 
month  for  switching  independent  lines. 
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[Neb. 
The  rates  now  charged  are  $1.50  per  month  for  business 
stations,  $1.00  per  month  for  residence  and  farm  stations, 
and  35  cents  per  station  per  switched  line. 

In  support  of  this  application  applicant  shows  that  in 
sixteen  months  ending  October  1,  1918,  the  total  expense 
for  operating  the  company,  plus  maintenance,  and  a  small 
amount  of  new  construction,  was  $4,130.80;  total  revenues, 
$4,357;  leaving  a  net  profit  of  $226.20. 

The  rates  now  being  charged  were  authorized  by  the  Com- 
mission after  a  hearing,  order"  having  been  issued  in  April.. 
1917.  It  was  then  found  that  the  present  rates  under  the- 
conditions  at  the  time  of  the  hearing  was  held  would  pro- 
vide earnings  slightly  less  than  7  per  cent,  on  the  valua- 
tion of  $4,000,  this  being  the  amount  paid  for  the  property 
by  the  applicant.  The  amount  of  $4,000  was  taken  as  the 
proper  basis  for  earning  for  the  reason  that  no  proper 
inventory  had  been  made  of  the  properties  and  no  adequate 
history  of  the  development  of  the  property  was  obtainable- 
Conditions  since  tliis  hearing  have  changed.  The  com- 
pany has  been  compelled  to  increase  operators'  wages  $240 
a  year,  the  manager  $300  a  year  for  being  superintendent 
and  lineman,  office  rent  $48.00  per  year,  and  incidental 
expenses  in  an  amount  which  the  Commission  considers  not 
excessive  at  20  per  cent,  increase.  Here  are  increased 
expenses  amounting  to  $640  per  year,  exclusive  of 
increased  cost  of  materials  for  maintenance  and  repairs. 
The  rates  proposed  would  yield  an  increase  in  gross 
earnings  of  almost  $1,000  per  annum. 

The. showing  for  sixteen  months  made  by  apjjlicant  indi- 
cates that  aii  excessive  amount  was  spent  for  maintenance 
materials  and  maintenance  in  that  approximately  16  per 
cent,  on  the  minimum  value  of  the  plant  was  used  for 
maintenance  exclusive  of  lineman's  salary.  This  is  con- 
siderably in  excess  of  normal  allowance  and  must  be  taken 
into  account  when  considering  what  the  present  rates 
would  do.    It  appears  fair  to  assume  that  the  cost  of  this 


*  Soa  Comnuasion  Leaflet  No.  64,  p.  1024. 
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abnormal  maintenance  will  be  sufficient  even  at  increased 
prices  to  do  a  normal  amount  of  maintenance.  Hence,  no 
extra  allowance  need  be  considered  for  the  increased  cost 
■of  maintenance  for  the  next  year  and  provision  only  be 
made  for  increased  cost  of  operation. 

An  increase  of  25  cents  per  month  on  all  classes  ol" 
'phones  owned  by  applicant  company,  an  increase  of  10 
cents  per  month  on  13  'phones  where  the  company  owns 
only  the  instruments,  and  an  increase  of  -10  cents  per 
month  on  the  independent  'phones  of  the  independent 
companies  switched  would  produce  a  maximmn  return  to 
the  company  of  $667  additional  to  the  present  revenues. 
This  the  Commission  considers  adequate  at  the  present 
time  to  take  care  of  the  increase  in  the  cost  of  operation, 
increase  in  prices  of  maintenance  materials  and  mahi- 
tenaiice,  labor,  and  proper  dividends  on  the  amount 
heretofore  found  subject  to  the  pajnnent  of  divi- 
dends, namely  $4,000.  Applicant  paid  $5,800  for  the  prop- 
■trty,  but  until  applicant  makes  a  showing  to  the  Comniis- 
Kion  that  this  is  a  proper  .value  on  which  dividends  should 
■  be  paid,  permission  will  not  be  granted  to  increase  divi- 
dends on  a  value  beyond  that  fixed  in  the  order'  dated 
March  5,  1917. 

Order. 
It  is,  therefore,  ordered  by  the  NebrasJ^a  State  Raihraii 
■Commission,  That  the  Palisade  Telephone  Company  be, 
and  it  hereby  is,  authorized  to  publish  and  collect  from  and 
after  December  1,  1918,  the  following  rates  and  charges 
for  telephone  ser\^ice  connected  to  its  exchange : 


*  See  Commis^on  Jjnt&et  No.  6i,  p.  1024. 
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Per  Month 
in  Advance 

Business  stations,  where  snhscribers  on'n  instrnments 1^1  75 

Business  stations,  where  company  owns  instrnments 2  00 

Residence  stations,  where  Bubsciibers  own  instruments 1  25 

Residence  stations,  where  oompanj'  owns  instmmenta 1  50 

Farm  subscribers,  where  subscribers  own  instrnments i  25 

Farm  subscribers,  where  company  owus  instruments 1  5ft 

For  switching  farm  lines,  where  company  owns  instruments, 

payable  quarterly  in  advance 7ft 

For  switching,  where  company  owns  none  of  the  property,  pay- 
able quarterly  in  advance 45 

/(  is  further  ordered,  That  applicant  shall  pay  from  the 
gross  receipts  collected  under  these  rates  all  proper  operat- 
ing expenses,  general  expenses,  insurance,  taxes,  losses  and 
damages,  and  dividends  of  not  to  exceed  7  per  cent,  on  a 
valuation  of  $4,000,  and  shall  provide  a  fund  of  not  lesR 
Ihan  9  per  cent,  of  the  value  of  the  property  for  mainte- 
nance and  depreciation  reserve.  This  amount  for  depre- 
pjation  reserve  and  maintenance  shall  be  set  aside  before 
dividends  are  paid.  If  any  surplus  still  remains,  it  shall 
be  devoted  to  taking  care  of  deficits  in  any  of  the  items- 
mentioned  above,  or  shall  be  carried  in  surplns  until  the 
Commission  shall  consider  the  disposition  thereof. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty- 
ninth  day  of  October,  1918. 


In  re  Appucatioh  of  Stapiehubbt  Telephone  Compant 

FOR  Authority  to  Increase  Rates. 

Application  No.  3594. 

Decided  November  1,  1918. 

Increase  in  Bates  Authorind — 10  Per  dent,  of  Book  Value  Fixed  for 

Maintenance  and  Reserve  for  Bepreclatton  —  7  Per  Cent.  Estimated 

for  Dividend  Bate< —  Surplus  Ordered  Held  ae  Trust  Fund. 

Findings. 

Applicant  operates  a  telephone  exchange  at  Staplehurst, 

Nebraska,  with  297  subscribers,  275  of  whom  are  farm 
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and  residence  subscribers,  who  pay  $12.00  per  year,  and 
22  who  are  business  subscribers,  paying  $18.00  per  year. 
•  The  company  desires  authority  to  increase  the  rates  for 
all  classes  of  service  25  cents  per  month,  or  $3.00  per  year. 
The  lines  of  the  company  are  all  metallic. 

This  company  was  organized  in  1904,  very  largely  as  a 
eommmiity  enterprise.  It  began  to  furnish  service  in  the 
spring  of  1905.  It  sold  stock  in  small  amounts  to  the 
people  of  the  community  from  time  to  time  in  order  to 
defray  the  cost  of  building  the  system.  The  stock  out- 
standing on  January  1,  1918,  was  $8,650.  In  1911,  how- 
ever, the  coqipany  had  outstanding  $9,350  in  capital  stock. 
From  time  to  time  since  then  the  company  has  purchased 
the  shares  of  14  stockholders,  paying  for  the  same  from  . 
its  treasury.  No  dividends  have  been  paid  by  the  com- 
pany for  the  years  190i,  1905,  1906,  1907,  1908,  1909  or 
1910.  Dividends  running  from  6  per  cent,  to  10  per  cent, 
have  been  paid  on  the  stock  outstanding  each  year  since 
that  time,  with  the  exception  of  1917  when  no  dividends 
■were  paid.  On  January  1, 1918,  there  was  a  surplus  in  casli 
in  the  treasury  of  the  company  amounting  to  $3,460.  If  to 
this  is  added  the  $700  which  was  paid  by  the  company  for 
the  shares  of  stock  repurchased  from  certain  stockholders, 
the  company  had  a  surplus  of  $4,160  on  that  date.  Com- 
puting dividends  from  the  date  of  organization  of  the  com- 
pany down  to  January  1,  1918,  on  the  basis  of  7  per  cent, 
of  the  capital  stock  outstanding  at  the  end  of  each  fiscal 
year,  and  subtracting  from  the  amount  thus  obtained  the 
amount  actually  paid  in  dividends,  we  have  the  sum  of 
$3,179.50  due  to  the  stockholders  of  the  company  from  this 
source.  During  the  past  sununer  the  company  has  been 
engaged  in  the  erection  of  a  new  central  office  building, 
which  will  cost  $5,000.  They  have  applied  upon  the  cost 
of  this  building  the  surplus  of  $3,460  and  expect  to  have 
to  borrow  $1,540.  If  from  the  $1,540  of  borrowed  raoney 
we  deduct  the  surplus  remaining  after  the  deduction  of  tht- 
unpaid  dividends,  we  have  a  net  capital  indebtedness  of 
$559.50.    Adding  to  the  outstanding  capital  of  $8,650  tlie 
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$559.50  of  net  borrowed  capital  and  the  $3,179.50  of  unpaid 
dividends,  we  have  a  figure  of  $12,389,  which  represents 
approximately  the  sacrifice  of  the  stockholders  in  the  prop- 
erty. The  property  investment  as  of  January  1, 1918,  was 
$16,400.  This  amount,  of  course,  will  be  increased  by  the 
cost  of  the  new  building  less  the  salvage  value  of  the  old 
building  replaced.  The  present,  or  depreciated,  value  of 
the  .property  will  probably  be  in  the  neighborhood  of 
$12,000  or  $14,000. . 

Like  all  other  utilities,  this  company  is  met  with  a  con- 
stantly increasing  scale  of  prices,  both  for  labor  and 
material.  It  has  already  increased  the  salary  of  its  line- 
man, who  in  the  past  has  been  receiving  $120  per  montli 
and  house  rent.  Out  of  the  amount  thus  paid  him,  he  has 
paid  the  salaries  of  two  operators  at  $25.00  per  month 
each.  It  has  been  necessary  to  increase  his  compensation 
TO  $145  per  month  in  addition  to  the  house  rent.  A  repre- 
sentative revenue  and  expense  statement  for  the  company, 
covering  a  period  of  a  year,  is  as  follows : 
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Farm  ud  reBidenec,  275  at  $12.00 $3,300  00 

Bnuneas,  22  at  $18JM) 396  00 

Toll,  net 660  70 

TOTAL  «4,S4e  70 

Expttun. 

Operaton 11,080  00 

Light,  beat,  etc 03  06 

Incidental   187  76 

»1,370  82 

SeeretaiT 1120  00 

.     Golleetiona 60  00 

Innmnoe    26  00 

Taxes 130  87 

336  77 

Maintenanee  and  depreeiution,  10  per  cent  on 

«16,4D0 1,640  00 

3,347  69 


T vo  per  ecni  for  nncoUectible  accounts 88  62 

«910  SO 
DiTidcnds 867  23 

»43  36 

In  connection  with  tiie  above  statement  it  is  necessary 
to  consider  that  the  plant  is  being  operated  at  a  minimum 
of  expense.  The  only  salary  paid  in  addition  to  that  paid 
to  the  lineman  and  manager  is  $10.00  per  month  to  the 
secretary,  who,  together  with  the  president,  constitute  the 
exeeative  force.  The  president  and  directors  of  the  com- 
pany receive  no  compensation,  nor  have  they  since  the 
organization  of  the  company.  The  lines  of  the  company 
are  in  poor  condition,  and  according  to  the  testimony  of 
the  lineman  will  all  have  to  be  replaced  in  the  very  near 
fntare.  No  extensive  reconstruction  has  been  done  since 
the  plant  was  first  built.  It  is  apparent  from  the  foregoing 
tbat  a  proper  reserve  for  depreciation  has  not  been  set 
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up  by  the  company,  notwithstanding  that  dividends  have 
been  inadequate.  Large  expenditures  will  be  necessary 
to  put  the  plant  ]n  condition  to  give  proper  service.  Such 
expenditures  must  necessarily  come  from  "the  revenue. 
Unless  the  rates  are  increased,  it  will  be  impossible  to 
reconstruct  the  property  and  at  the  sftme  time  pay  any 
adequate  earning  on  the  investment.  It  would  appear, 
therefore,  that  the  increase  as  asked  for  by  the  company 
is  reasonable  and  should  be  allowed. 

Obdeb. 
It  is,  therefore,  ordered  by  the  Nebraska  State  Railway 
Commission,  That  the  Staplehurst  Telephone  Company 
be,  and  the  same  hereby  is,  authorized  to  charge  and  col- 
lect the  following  schedule  of  rates  for  its  exchange  serv- 
ice at  Staplehurst: 

Per  Year 

Business  telephoaes $21  0I> 

Resilience  telephones 15  0<l> 

Farm  telephones 15  00 

It  is  further  ordered,  That  a  sum  equal  to  10  per  cent, 
of  the  book  value  of  the  physical  property,  exclusive  of 
'  real  estate,  shall  be  set  aside  annually  for  the  purpose  of 
maintenance  and  depreciation,  such  simi  to  include  that 
portion  of  the  lineman's  salary  devoted  to  maintenance 
work.  The  sum  thus  set  aside  shall  be  used  for  the  pur- 
pose stated,  and  none  other. 

It  is  further  ordered.  That  any  surplus  remaining,  after 
all  operating  expenses,  allowance  for  maintenance  and 
depreciation,  and  the  dividend  of  7  per  cent,  on  the  stock- 
holder's investment,  as  herein  set  forth,  shall  have  been 
paid,  shall  be  held  in  the  treasury  of  the  company  as  a 
trust  fund,  subject  to  the  further  order  of  this  Commission. 

This  order  to  be  effective  on  and  after  December  1,  1918. 

Made  and  entered  at  Lincoln,  Nebraska,  as  of  the  first 
day  of  November,  1918. 
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in  re  Appucation  of  Thedfokd  Tei.bphone  Company  fob 
Authority  to  Publish  Rates. 

Application  No.  3712. 

Decided  November  5,  1918. 
IscToaM   in  Batea  Anthorized^  Non-Subscriber   Ch&rge  ApproTed  — 
Extra  Obarge  for  Dellverr  of  Incoming  Toll  Hesaftges  from  Switch- 
boards to  Subscribers'  Stations  Denied. 

Findings. 

Applicant  herein  asks  authority  to  publish  a  rate  of 
$2.00  per  month  for  business  telephone,  $1.50  per  month 
for  residence  and  farm  line  ser\'ice.  It  also  asks  authority 
to  make  a  charge  on  non-subscribers  and  an  "  other  line  " 
charge  on  toll  calls  received  at  that  point. 

Appbcant  has  at  present  6  business  subscribers  and  40 
other  subscribers.  It  has  been  authorized  by  the  Com- 
mission to  sell  stock  to  secure  funds  with  which  to  improve 
and  extend  its  plant.  At  the  present  time  it  has  a  gross 
revenue  of  $72.00,  exclusive  of  toll  commissions  and  toll 
earnings,  which  will  not  be  heavy.  The  Commission  con- 
siders these  rates  the  minimum  rates  on  which  this  com- 
pany can  operate. 

Following  previous  rulings  where  the  Commission  found 
a  charge  of  10  cents  per  call  to  non-subscribers  using  the 
local  exchange  not  unreasonable,  the  Commission  will 
authorize  the  collection  of  such  charge. 

Toll  calls  originating  at  outside  points  and  terminatiDg 
on  the  Thedford  exchange,  rates  being  quoted  from  such 
outside  points  to  Thedford,  are  entitled  to  be  delivered  at 
the  station  of  any  subscriber  without  further  charge  and 
the  application  for  authority  to  pul)lish  a  rate  of  15  cents 
for  the  delivering  of  toll  calls  from  switchboard  to  the 
instrument  of  subscriber  must  be  denied.  It  is  contrary 
to  all  principles  of  telephone  practice. 

Order. 
It  is,  therefore,  ordered  by  the  Nebraska  State  Railway 
Commission,  That  the  Thedford  Telephone  Company  be. 
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and  it  hereby  is,  authorized  to  publish  and  collect  the  fol- 
lowing schedule  of  rates  on  its  exchange  at  Thedford, 
Nebraska : 

Business  stations,  per  month  in  advance. $2  00 

Residence  tind  farm  stations,  per  month  in  advance 1  60 

Non-subseribers  using  local  exdiange,  per  call 10 

Made  and  entered  at  Lincoln,  Nebraska,  the  fifth  day 
of  November,  1918. 


ffl  re  Application  of  Valparaiso  Telephone  Company  fob 
Authority  to  Increase  Eates  and  Make  a  Charge 
FOE  Installation  and  Moving  Telephones. 

Application  No.  3664. 

Decided  November  9,  1918. 

IncreaM  in  Reaidence  ajid  BosiiieBa  Farm  Line  Kate  Antborized  —  Instal- 
lation and  Moving  Oharge  Not  Passed  Vpou  Due  to  ControTersr  witli 
Fostmaater  Oeneral  over  said  Charge — 6  F«r  Oent.  Fixed  as 
Rate  of  Return .—  9  Per  Cent.  Fixed  for  Maintenance  and 
Recerre  for  Depreciation  —  Sorplos  Ordered  Held  in 
Trust  Fnnd. 

Findings. 

Applicant  herein  has  asked  authority  to  increase  rate 
for  farm  line  service,  metallic  circuit,  from  $1.25  per 
month  to  $1.75  per  month  gross,  with  25  cents  disconnt 
if  paid  on  or  before  the  tenth  of  the  month  in  which  serv- 
ice is  given,  and  to  increase  farm  line  business  rate  to 
$2.00  per  month  net;  also,  to  make  a  charge  of  $2.50  for 
installation  or  moving  'phones. 

Hearing  on  this  application  was  held  in  the  office  of  the 
Commission  on  November  8.  Notices  of  this  hearing  were 
sent  to  various  persons  at  Valparaiso  but  no  appearances, 
were  entered.  A  petition  had  been  filed  by  applicant 
signed  by  a  large  majority  of  the  subscribers  affected  by 
the  application  agreeing  to  the  increase,  which  fact  may 
account  for  lack  of  apj>earances. 
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The  company's  financial  statement  was  complicated  by 
the  fact  that  under  contract  it  took  care  of  the  electric 
light  business  of  Valparaiso,  rented  to  that  company  space 
on  many  of  its  poles,  maintained  the  lines  and  did  the 
billing  and  collecting.  Although  the  Commission  in  an 
order  entered  on  Application  No.  2207'  directed  the  com- 
pany to  separate  the  accounts  of  the  electric  light  com- 
pany from  the  accounts  of  the  telephone  company,  this 
separation  was  never  properly  made. 

The  company  has  outstanding  capital  stock  amounting 
to  $28,600,  which  issues  have  been  scrutinized  by  the  Com- 
mission in  former  hearings  and  approved.  It  owes  $4,000 
on  which  7  per  cent,  interest  is  paid,  and  $6,000  on  which 
8  2)er  cent,  interest  is  .paid.  The  manager  testified  that  all 
this  borrowed  money  is  represented  in  betterments  and 
additions  to  the  plant. 

U.  C.  Powell,  chief  accountant  for  the  Commission,  read 
into  the  record  the  corrected  statement  of  earnings  and 
disbursements  ■with  the  electric  business  eliminated  and 
credit  given  to  the  telephone  company  for  the  net  eam.- 
ings  to  that  company  from  handling  the  electric  light  busi- 
ness.    This  corrected  statement  reads  as  follows: 


*  See  CramniBHon  Leaflet  No:  46,  p.  1276. 
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Telephone  Earnings  for  1917: 

Subscribers'  service W,739  00 

Toll  conunisaions ', 455  49 

Miscellaneous  earnings 789  05 


lOTAL $7,(183  54 

Operaiing  Expenses: 

Maintenance   $2,109  46 

Operation 1,622  82 

General 2,904  83 

TOTAL  $6,637  11 


Net  Income $1,346  43 

Interest  paid    $760  00 

Taxes '       178  33 

Dividends None 

TOTAL   938  33 

Net  Surplus $408  10 

The  Coimnissioii  tiiids  that  this  net  surplus  is  wholly 
insHfficiejit  to  pay  a  proper  return  on  Uie  investors'  sacri- 
fice in  the  plant  and  to  set  aside  a  proper  depreciation 
reserve  fund. 

TJk-  record  shows  that  there  are  slightly  fewer  than  300 
subscribers  affected  by  the  j>roposed  application. 

The  increases  asked  for  would  provide  a  gross  addi- 
tional return  between  $8')0  and  $900.  per  annum,  which 
added  to  tlie  net  surplus  fund  above  would  be  aliout  $1,300 
out  of  which  to  pay  dividends  on  the  capital  stock  and  to 
set  aside  depreciation  reserve.  The  Connnission  is  of  the 
opinion  that  until  sucli  time  as  the  depreciation  reserve 
is  properly  cared  for  by  funds  set  aside,  the  company 
should  be  restricted  to  a  dividend  rate  of  not  more  than 
(i  per  cent,  on  the  capital  stock  outstanding.  The  main- 
tenance and  depreciation  reserve  together  should  be  set 
aside  by  applicant  company  in  amount  not  less  than  9 
per  cent,  of  the  cost  of  the  plant.    Allowance  for  this  joint 
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land  should  be  made  before  dividends  are  declared  and 
paid. 

Action  on  the  proposed  charge  for  installation  or  mov- 
ing will  not  be  taken  until  conclusion  of  the  controversy 
with  the  Postmaster  Genera!  over  installation  charges  pro- 
mulgated by  him  different  from  those  held  reasonable  by 
this  Commission. 

Order. 

It  is,  therefore,  ordered  by  the  Nebraska  State  Railway 
Commission,  That  the  Valparaiso  Telephone  Company  be, 
and  it  hereby  is,  authorized  to  publish  and  coUeet,  effec- 
tive December  1,  1918,  rates  for  farm  line  service  as 
follows : 

GroM         Net 

Farm  line  residence,  per  month $1.76         $1  50 

Form  line  business,  per  month 2  25  2  00 

It  is  further  ordered,  That  applicant  shall  first  pay  from 
its  gross  earnings  all  proper  operating  and  general 
expenses;  provide  a  fund  of  9  per  cent,  of  the  cost  value 
of  the  plant  out  of  which  maintenance  charges  shall  be 
paid  and  a  depreciation  reserve  set  aside;  pay  all  insur- 
ance, taxes,  losses  and  damages;  out  of  the  remainder  to 
<Ieclare  annual  dividends  not  to  exceed  6  per  cent.  mitJl 
further  order  of  the  Commission  after  proof  is  presented 
that  depreciation  reserve  is  properly  represented  in  the 
accounts  of  the  company;  any  surplus  then  remaining  shaU 
be  used  to  effect  any  deficits  in  the  accounts  set  forth 
above  or  to  remain  in  the  surplus  account  of  the  company 
until  further  order  of  the  Commission. 

Made  and  entered  at  Lincoln,  Nebraska,  this  ninth  day  of 
November,  1918. 
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In   re   Application  of  Gbant  Telephone  Company  tor 
Authority  to  Increase  Rates. 

Application  No.  3504. 

Decided  November  23,  1918. 

IncTMae  In  Kates  Antborlzed  —  DividendB  LimlM  to  8  Pu  0«nt.— 
Sarpliu  Ordered  Carried  to  Bsaerve  for  Depreciatioa  Accotmt  — 
Sorplns  not  to  b«  Used  for  ExteiiBionB  —  Item  for  War  Sav- 
ings Stamps  Oonsidered  an  Investment  —  Necessity  of  Une- 
man  Ooaaideiftd. 


This  is  ail  application  for  authority  to  increase  tele- 
phone rates  25  cents  per  month  on  all  classes  of  service 
and  to  publish  and  collect  after  the  effective  date  net 
charges  of  $2.25  for  bnsiness  service  and  $1.50  for  resi- 
dence service. 

Applicant  owns  an  exchange  to  which  are  eoimected  28 
business  subscribers  and  38  residence  subscribers.  It  also 
switches  for  105  farm  line  stations  iiidepeiidontly  owned 
where  the  lines  are  brought  to  the  city  limits  and  there 
connected  to  applicant's  property.  The  exchange  is  far 
below  the  size  at  which  unit  costs  of  operation  are  at  a 
minimum.  Even  an  exchange  such  as  this  mutt  have  the 
attention  of  a  lineman.  If  the  lineman  is  collector  and 
manager  as  well,  and  even  if  part  of  the  operating  is  done 
by  this  individual,  the  maintenance  cost  as  a  result  of  that 
portion  of  his  salary  which  must  be  charged  up  to  repair 
of  lines  is  a  very  considerable  percentage  of  the  book  cost 
of  the  property. 

The  limited  extent  of  applicant's  property  and  the  very 
limited  maximum  earnings,  which  are  approximately  $800 
per  annum,  have  made  it  impossible  to  ptoperly  maintain 
the  lines.  The  treasurer  of  applicant  company  gives  a 
description  of  operating  experiences  in  the  past  year  or 
two  which  indicates  that  service  is,  far  below  that  which 
any  company  holding  itself  out  to  serve  the  public  should 
render. 
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It  has  been  impossible  to  keep  a  iineman.  The  company 
has  also  found  that  it  had  to  increase  the  wages  of  the 
operator.  It  estimates  that  the  requirement  for  the  last 
half  of  1918  for  lineman  and  operator  would  be  $100  per' 
month.  Other  estimates  are  given  as  to  rent,  light,  heat, 
taxes,  etc. 

These  estimates  were  evidently  carelessly  made  as 
detailed  reports  of  expenditures  for  the  first  ten  and  one- 
half  months  of  1918  do  not  indicate  that  the  company  has 
had  to  pay  out  as  much  as  was  anticipated. 

Applicant's  showing  for  the  first  ten  and  one-half 
months  of  1918  is  $1,830  receipts  and  expenditures,  totaling 
$2,158.75.  There  was  a  net  loss  in  that  time  of  $328  to 
the  company. 

Among  the  items  of  expense  is  one  of  $173.04  for  war 
savings  stamps.  This  is  not  an  operating  expense  but  an 
investment.  When  due  allowance  is  made  for  this  error, 
the  company's  net  loss  is  $155  for  ten  and  one-half  months. 

Under  the  proposed  rates,  applicant  will  earn  from  sub- 
scribers' service  $1,080  per  year.  It  will  earn  $630  as  a 
ma.ximuin  from  switching  service.  While  the  evidence  is 
not  very  definite,  apparently  the  net  toll  earnings  will  not 
exceed  $100  per  year.  Thus,  the  gross  earnings  which  the 
company  can  hope  to  have  in  the  next  year  or  so  will  not 
be  much  above  $1,800  per  annmn. 

Applicant  has  $2,500  of  stock  outstanding  which  was, 
according  to  testimony,  paid  for  in  casli.  It  is  entitled  to 
earn  thereon  not  to  exceed  8  per  cent,  per  annum.  It  is 
difficult  to  say  because  of  the  conflicting  figures  given  what 
the  cost  of  operation  should  be,  but  it  is  apparent  that 
the  wages  of  operator,  rent,  fuel,  light,  taxes  and  insur- 
ance will  range  from  $550  to  $600  per  year  as  a  total. 
After  dividends. of  $200  are  provided  for,  the  company 
will  have  left  approximately  $1,000  with  which  to  pay 
interest  charges  on  bills  outstanding,  pay  the  lineman's 
expenses,  the  cost  of  all  materials  for  upkeep  and 
materials  for  replacement,  and  to  create  a  surplus  in  the 
bank  with  which  to  meet  sudden  emergencies  of  line  or 
switchboard  disaster  which  might  occur. 
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In  a  company  of  this  size,  it  is  very  difficult  to  cetiinate 

the  proper  proportion  of  lineman's  wages  which  should  be 

charged  up  against  maintenance  and  replacement,  but  it 

'  is  evidently  a  much  higher  percentage  than  would  normally 

be  figured. 

The  Commission  is  of  the  opinion,  and  finds,  that  the 
increMe  of  25  cents  per  month  on  business  and  residence 
telephones  should  be  authorized,  effective  January  1, 
1919.  The  company  will,  however,  be  limited  to  dividends 
of  not  to  exceed  8  per  cent  on  the  outstanding  stock,  and 
will  be  -required  to  separate  in  its  accounts  the  cost  of 
labor  and  material  which  may  be  used  in  extensions  of 
the  plant  from  the  cost  of  labor  and  material  used  in 
general  upkeep  of  existing  property  and  replacertients  of 
worn-out  units.  The  company  will  also  be  required  to 
carefully  estimate  the  division  of  the  time  of  the  lineman 
between  labor  for  upkeep  and  replacements,  labor  on  new 
extensions,  collections  and  managerial  work,  and  switch- 
board tending,  if  any.  It  will  be  required  to  charge  such 
proportions  of  the  total  wages  of  the  lineman  to  these 
various  items  as  experience  warrants  should  be  there 
charged. 

Order. 

It  is,  therefore,  ordered  bij  thk  Nebraska  State  Raihvai/ 
Commission,  That  effective  January  1,  1919,  the  Grant 
Telephone  Company  be,  and  it  hereby  is,  authorized  to 
charge  the  following  schedule  of  rates: 

Business  station,  por  month  not $2  25 

Kpsidence  station,  per  month  net 1  &•> 

Switching  seirice,  per  station,  per  qunrtcr,  ])ayable  quarterly 

or  spmi-onnually  in  advance 1  50 

It  ifi  further  ordered,  That  ajiplicant  shall  pay  the  cost 
of  switchboard  operators,  cost  of  heat,  light,  fuel,  switch- 
board power,  supplies,  insurance,  taxes,  charge  off  losses 
from  bad  accounts,  and  shall  thereafter  pay  annual  divi- 
dends of  not  exceeding  8  per  cent,  upon  the  outstanding 
f-tock. 
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/(  is  further  ordered,  That  the  surplus  thereafter 
remaining  shall  be  used  to  pay  that  portion  of  the  line- 
man's salary  which  represents  the  proportion  of  time  he 
devotes  to  upkeep  and  maintenance  of  the  system,  and 
shall  pay  the  cost  of  all  material  for  repairs  and  replace- 
ments. Any  surplus  thereafter  remaining  shall  be  carried 
in  an  open  accoimt  to  depreciation  reserve  for  purposes  of 
paying  for  any  unforeseen  disasters.  No  part  of  said  sur- 
plus shall  be  used  to  pay  for  new  extensions. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty- 
third  day  of  November,  1918. 


In   re  Applihation  of  DuBois  Telephone  Company  foe 
Authority  to  Increase  Bates. 

Application  No.  3605. 
Decided  November  23,  1918. 
iDcraue    in    EatM    Aothorised  —  Book    Value    Adopted  —  Oompu^ 
Ordered  not  to  Far  Diridends  for  a  Time  in  Vlev  of  Exceesive  12 
Per  Cent.  DividendB  Paid  in  Past  at  Expense  of  Ualntenance 
and  Beserre  for  Depredation  Fund  —  Funds  Thns  Accnmn- 
lated  to  be  Used  for  Bepaiis  and  Establishment  of 
Beserre  for  Depreciation  —  Dividends  Limited  to 
8  Per  Cent. — 10  Per  Gent.  Fixed  for  Mainte- 
nance and  Beserre  for  Depreciation. 
Applicant,  which  serves  270  subscribers  of  whom  otie-half  are  stock- 
holders, sought  authority  to  increase  rates  to  $1.25  per  month.     The 
company  bad  paid  12  per  cent,  dividends  since  its  organiastion  in  1903, 
the   rate   being   provided   in   the   by-laws.      The   proposed   rates   would 
increase  revenues  about  $800  per  anniun,  ^viug  a  total  revenue,  includ- 
ing toll  and  miscellaneous  eHmiiigs,  of  $4,550.     The  1917  expenses  were 
$1,528,    and  tho  Commission   estimated   increases   at   $500   per   annum, 
exclusive  of  increases  in  costs  of  materials  and  line  repair  work. 

Held:  That  for  present  purposes  the  figure  of  $14,000  book  value,  as 
claimed  by  the  compauy,  would  be  used  in  estimating  reserve  for  mainte- 
nance and  depreciation  requiremtnts ; 

That  it  reqnired  no  survey  of  the  property  to  reach  the  conclusion  that 
the  company  had  not  properly  provided  for  maintenance,  reserve  for 
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depreciation  and  obsolescence,  m  one  of  the  reasons  for  askia;;  iticrease<l 
rates  wns  to  secnre  money  with  which  to  replace  central  office  equipment; 

That  the  dividend  rate  of  12  per  cent,  was  uxcessive,  and  the  company 
should  be  required  to  forego  future  dividends  until  such  time  as  the  unpaid 
dividends  should  equal  the  difference  between  the  dividends  actnally  paid 
and  the  amount  they  would  have  been  at  8  per  eent.  per  annum  from  the 
organization  of  the  company,  after  which  time  the  company  should  pay 
not  to  exceed  8  per  cent,  dividends  annually; 

That  such  accunmlated  fund  should  be  used  to  pay  for  repairs  to  plant 
and  equipment,  and  to  accmnnlate  a  reserve  for  depreciation  to  care  (or 
emei^ncies  and  replacementsj 

That  a  sum  equal  to  10  per  cent,  of  the  book  value  of  the  property 
should  be  set  aside  annually,  out  of  which  should  he  paid  the  cost  of 
materials  and  extra  labor  for  repairs  and  replacements,  and  that  part 
of  the  lineman's  salary  which  represented  the  share  of  hia  total  time 
devoted  to  line  and  switchboard  maintenance  and  repair,  the  remainder 
of  his  time  to  be  charged  t^i  general  expense  and  operating  in  the  pro- 
portion that  he  devoted  time  to  those  duties; 

That  to  meet  the  conditions  discussed  the  proposed  increase  in  rates 
should  be  authorized. 

Findings. 

Applicant  herein  asks  for  authority  to  increase  tele- 
phone rates  to  $1.25  per  month,  giving  aa  a  reason  the 
increased  price  of  materials  and  of  labor. 

The  exchange  operated  by  this  company  is  in  compact 
territory  and  serves  approximately  270  subscribers,  of 
whom  one-half  are  stockholders.  Much  of  the  general  work 
of  the  company  has  apimrently  been  done  gratis,  as  the 
record  discloses  general  expenses  per  annum  of  $230  in 
recent  years  and  is  silent  as  to  fornrer  years.  In  1916  and 
1917  operators  were  (>aid  $600  per  animni  and  apparently, 
from  detailed  statement  for  three  years  made  by  applicant, 
the  cost  for  bnenian  and  extra  help  was  $400  to  $500  per 
year  only.  It  has  spent  on  the  average  during  the  past 
three  years  $700  for  materials  for  repairs  and  replace- 
ments. Some  of  tliis  material  may  possibly  have  been  for 
extensions,  as  the  company  has  made  small  increases  in 
the  mmiber  of  subscribers  in  recent  years.  It  has  increased 
its  subscriber  list  since  1908  by  68  telephones,  49  of  which 
were  on  farm  lines,  and  19  were  city  residence  stations. 
Between  1908  and  1910,  $650  of  new  stock  was  sold  and 
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45  subscribers  were  added  to  the  system.  Some  of  this 
extension  work  probably  was  paid  from  earnings.  In  the 
last  seven  years,  23  subscribers  were  added  to  tiiis  system 
and  no  addition  was  made  to  stock  outstanding.  The 
indebtedness  was  increased  from  $1,300  to  $1,550.  Inas- 
much as  most  of  the  additions  were  on  grounded  farm 
lines,  it  is  evident  that  in  seven  years  the  company  has  not 
added  to  its  property  extensively  from  earnings. 

■The  company  claims  to  have  a  book  value  of  about 
$14,000.  The  Commission  is  not  in  a  position  to  pass  on 
this  without  a  physical  valuation  of  the  plant,  which  it 
deems  unnecessary  for  present  purposes.  For  the  pur- 
poses of  figuring  the  present  needs  of  the  company,  the 
figure  of  $14>000  will  be  used  in  estimating  maintenance 
and  depreciation  reserve  requirements. 

The  company  has  paid  12  per  cent,  dividends,  according 
to  the  records  in  the  office  of  the  Commission,  since  1908, 
and  according  to  the  company's  own  statement  has  paid 
]2  per  cent,  dividends  on  this  stock  since  the  organization 
of  the  company  in  1903.  This  rate  was  provided  in  the 
by-laws.  At  the  same  time,  the  company  has  not  properly 
provided  for  maintenance,  for  unrealized  depreciation, 
and  for  obsolescence.  It  requires  no  survey  of  the  prop- 
erty to  reach  this  conclusion  inasmuch  as  one  of  the  rea- 
sons the  company  is  asking  the  increase  is  to  secure  money 
with  which  to  replace  central  office  equipment. 

No  depreciation  reserve  to  cover  expenses  of  this  kind 
lias  been  provided  by  the  company,  the  surplus  regularly 
being  taken  in  dividends.  The  dividend  rate  of  12  per 
cent,  is  excessive.  The  company  will  be  required  to  forego 
future  dividends  from  date  of  this  order  until  such  time 
as  such  unpaid  dividends  shall  equal  the  difference  between 
the  dividends  actually  paid  and  the  amount  they  would  have 
been  at  8  per  cent,  per  annum  from  the  organization  of 
the  company.  Such  accumulated  funds  thus  derived  shall 
be  used  in  repairs  to  plant  and  equipment  and  to  the  accu- 
mulation of  a  depreciation  reserve  to  care  for  emergencies 


DigmzcdbyGoOglc 


698  Nebbaska  State  Railway  Comuissiok. 

[NeK 
and  replacements.    After  such  period  of  time  the  eompany 
shall  pay  not  to  esceed  8  per  cent,  dividends  annually. 

The  rates  proposed  will  provide  the  company  with  a 
maximum  revenue  of  $4,500  per  annum,  including  toll  and 
miscellaneous  earnings.  The  increase  over  present  gross 
revenue  will  be  about  $800  per  anmun.  The  company  does 
not  set  forth  in  detail  the  estimated  increases  in  costs  O'f 
materials,  nor  the  prospective  increases  in  wages  and  -sala- 
ries necessary  under  present  conditions. 

In  1917,  according  to  showing  from  the  company's  books, 
the  expenditure,  exclusive  of  lineman  and  materials,  was 
$1,528.  '  In  the  absence  of  specific  data  as  to  increases  in 
expenses,  the  Conunission  will  estimate  them  at  $500  per 
annum,  exclusive  of  increases  in  costs  of  materials  and 
line  repair  work.  The  Conmiission  is  of  the  opinion,  and 
so  finds,  that  a  sum  equal  to  10  per  cent,  of  the  book  value 
of  the  property  shall  annually  be  set  aside  out  of  which 
shall  be  paid  costs  of  materials  and  extra  labor  for  repairs 
and  replacements,  and  that  part  of  lineman's  salary  which 
will  represent  the  share  of  his  total  time  devoted  to  line 
and  switchboard  maintenance  and  repair.  The  remainder 
of  lineman's  time  shall  be  charged  to  general  expense  and 
operating  in  the  proportion  that  he  devotes  time  to  these 
duties. 

The  Commission  is  of  the  opinion,  and  so  finds,  that  the 
rate  of  $1.25  per  month  should  be  authorized  to  meet  the 
conditions  discussed  above. 

Ordeb. 

It  is,  therefore,  ordered  by  the  Nebraska  State  Railway 
Commission,  That  the  DuBois  Telephone  Company  be,  and 
it  hereby  is,  authorized  and  directed,  effective  January  1, 
1919,  to  publish  a  rate  of  $1.25  per  month  for  each  and 
every  class  of  telephone  service  proffered  by  it  to  the 
public. 

It  is  further  ordered.  That  said  company  shall  set  aside 
ont  of  its  gross  earnings  an  amount  annually  equal  to  10 
per  cent,  of  the  book  value  of  the  property,  out  of  which 
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som  shall  be  paid  costs  of  materials  and  extra  labor  for 
repairs  and  replacements,  and  that  part  of  lineman's  salary 
■which  will  represent  the  share  of  his  total  time  devoted  to 
line  and  switchboard  maintenance  and  repair. 

It  is  further  ordered.  That  applicant  company  shall 
neither  earn  nor  pay  dividends  on  its  outstanding  stock 
until  it  shall  have  accnmnlated  from  the  sources  from  which 
dividend  fnnds  have  ordinarily  been  secured  an  amount 
equal  to  the  difference  between  the  total  amonnt  of  divi- 
dends paid  since  the  organization  of  the  company,  and  the 
amount  which  would  have  been  paid  had  the  annual  divi- 
dends been  limited  to  8  per  cent.  Such  accumulated  funds 
shall  be  carried  in  surplus  accounts  and  in  depreciation 
reserve  account,  and  shall  be  expended  in  putting  its  prop- 
erty into  100  per  cent,  condition. 

/(  is  further  ordered,  That  after  the  expiration  of  the 
period  set  forth  next  above,  -said  company  shall  pay 
annually  on  its  outstanding  stock  not  to  exceed  8  per  cent 
per  annum. 

tfade  and  entered  at  Lincoln,  Nebraska,  this  twenty- 
third  day  of  November,  1918. 


In  re  Application  op  Pawnee  Telephone  Compart  foe 
Authority  to  Chakoe  Adpitional  Rate  fob  Desk  Sets. 

Application  No.  3751. 

Decided  November  23,  1918. 
Sx«n  Ohugft  for  SeA  S«t»  AiiChoria«d. 

INFORMAL  Ruling. 
On  November  23,  the  Commission  took  action  approving 
the  charge  of  25  cents  for  desk  sets,  as  per  the  following 
entry  in  the  minutes: 

"Application  having  been  made  by  the  Pawnee  Telephone  Company 
of  Pawnee  City,  Nebraska,  for  authority  to  chaise  25  cents  per  month 
in  addition  to  re^lar  mtes  for  telephone  service  where  desk  sets  are 
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f nmished,  said  nvt«  to  be  made  efFeetive  December  1,  1918 ;  and  it  appear- 
ing to  the  Gommissioti,  on  due  consideration,  that  the  application  is 
reasonable  and  in  line  with  the  general  allowance  to  cover  the  extra  eost 
of  installation,  extra  investment,  and  higher  cost  of  maintenance,  it  was 
on  motion  directed  that  the  application  be  approved,  effective  December 
1, 1918,  and  that  applicant  be  notified  by  letter  of  the  action  taken." 

Please  consider  this  letter  sufficient  authorization  effec- 
tive December  1,  1918.*  t 
November  26, 1918. 


In  re  Appucation  of  Bassett-^pringview  Telephone  Com- 
pany FOE  Increase  in  Rates. 

Application  No.  3730. 

DeddeA  November  S9,  1918. 

XncntM   in   Biuineaa,    Bwidance,   BanJ,    Switchinf   and   Toll   Rates 

Authorised  — 12  Per  Oeat  of  Book  Valne  Fixed  for  Uatutenaiicfl 

and  BoBOire  for  Depredation  —  DlTidenda  Limit«d  to  8  Per 

Oont — Donation   to   Eod   Gross   Elimlnatad   from 

Expensu  —  Method  of  Ohsrfinc  Salaries,  B«- 

pairs,  and  Kew  Oonatmction,  Preacribed. 

Applicant  sought  authority  to  increase  its  exchange  and  toll  rates  by 
25  per  cent.  Its  capital  stock  was  $8,012.50  and  it  estimated  the  value  of 
the  plant  at  $10,000,  which  was  adopted  by  the  Commission  as  the  orig- 
inal cost.  No  reserve  for  depreciation  has  been  set  op  nor  any  dividends 
paid.  The  proposed  rates  would  increase  revenues  by  about  $1,123,  and 
allowing  8  per  cent,  dividends,  sud  6  per  cent,  for  reserve  for  deprecia- 
tion figured  on  $10,000,  applicant  will  have  a  surplus  of  approximately 
$500  for  materials  and  interest  on  outstanding  indebtedness. 

Held:    That  the  proposed  increase  in  rates  should  be  authorized; 

That  the  proposed  increase  in  toll  rates  should  be  authorized,  and  that 
where  toll  service  was  asked  for  from  a  coin  box  station  the  next  higher 
multiple  of  5  cents  should  be  charged ; 


*  Letter  of  secretary  of  Nebmska  State  Railway  Commission  to  Oeorge 
E.  Becker,  secretary  of  the  Pawnee  Telephone  Company,  Pawnee  Citj', 
Nebraska,  November  26,  1918. 

t  A  similar  ruling  was  made  on  October  25,  1918,  with  r^ard  to  the 
Application  of  Union  Telephone  Company  for  Authority  to  Make  an 
Extra  Charge  for  Desk  Sets  (at  Wansa,  Bloomfield  and  Crofton 
exchanges).    Application  No.  3717. 
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That  spplieant  eboold  set  oBide  for  mamteriance  and  reserve  for 
depreoitttioii  not  less  than  12  per  cent,  of  tbe  book  valne  of  the  property 
per  annum,  said  amount  being  allowed  beeanse  of  the  evidently  poor 
eonditioD  of  tbe  property,  and  should  pay  therefrom  all  cbargea  for 
repairs,  replaceotenta,  labor  in  connection  therewith,  and  proper  pro- 
portion of  tbe  lineman's  salary  devoted  to  repairs  and  replacements; 

Thftt  after  paying  all  expenses,  including  reserve  for  maintenance  and 
dapreeitttion,  applicant  should  pay  out  of  remaining  surplns  funds  not 
to  coceed  8  per  oent.  dividends  on  outstanding  stock,  and  any  surplns 
remaining  should  be  used  to  take  cai%  of  deficits  or  should  remain  unex- 
pended until  further  order  of  the  Commission; 

That  hereafter  all  charges  for  materials  for  maintenance  and  replace- 
ments and  labor  thereon  should  be  separated  from  the  coat  of  additions 
and  betterments  and  carried  into  separate  accounts; 

That  the  salaries  paid  to  manager  and  lineman  should  be  separated, 
and  such  proportion  as  represented  time  devoted  to  gener^  work  should 
be  charged  to  general  expenses,  and  maintenance  should  be  charged  with 
that  part  representii^  the  portion  of  time  given  to  maintaining  lines  and 
switchboard ; 

That  a  $5.00  donation  to  the  Red  Cross  should  be  eliminated  from 
operating  expenses. 

Findings. 
Applicant  herein  has  asked  authority  of  the  Coimnission 
to  increase  its  present  toll  and  exchange  rates  25  per  cent, 
to  meet  conditions  of  operation  and  maintenance  at  the 
present  time.  Besides  the  advances  in  toll  rates,  the  rates 
proposed  "would  be  as  follows : 


$2  50  per  month 

1  55  per  mouth 

Farm  service - ■ 1  55  per  month 

Switching  charges 5  00  per  annum 

The  total  reTenne  of  applicant  company  in  the  year  1916 
was  $2,545,  and  in.  1917,  $3,652.  A  detailed  statement  for 
the  first  nine  months  of  1918  indicates  that  the  total  rev- 
enue for  the  calendar  year  will  be  approximately  $3,737. 
Of  this,  toU  earnings  are  about  $1,200. 

The  increases  proposed  will  add  $300  to  the  toll  revenue 
if  business  continues  at  the  present  rate,  and  $823  to  the 
subscribers'  rentals  and  switching  service.  These  figures 
are  based  on  80  switched  subscribers;  the  number  of  sub- 
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seribers  switched  apparently  varies  from  time  to  time. 
Thus  the  maximum  revenue  which  might  be  secured  from 
1he  proposed  rates  would  he  $4,860. 

There  are  many  discrepancies  in  the  annual  reports  of 
this  company,  but  in  the  main  they  show  a  lack  of  dividends 
paid,  a  very  small  amount  of  new  construction  done,  and 
in  the  years  1916  and  1917  practically  no  net  surplus. 
Detailed  statement  of  applicant  for  nine  months  of  1918 
shows  total  expenditures  of  $2,726.85.  This  includes  a 
$5.00  donation  to  the  Bed  Cross,  which  should  be  elimi- 
nated, and  possibly  a  small  amount  of  new  construction. 

The  capital  stock  of  the  company  has  for  years  stood  at 
$8,012.50,  par  vc^ue  of  shares  $1'2.50.  Applicant  estimates 
the  property  value  at  $10,000.  The  Commission  has  no 
data  on  which  to  reach  a  conclusion  as  to  this,  bi(t  insofar 
as  the  records  of  the  company  disclose,  the  capital  stock 
was  all  paid  for  in  cash,  and  while  it  is  evident  a  con- 
siderable amount  of  new  property  has  been  built  out  of 
rates  this  new  property  in  all  events  did  not  represent  any 
more  than  the  deferred  dividends.  Applicant  has  not  taken 
care  of  depreciation  reserve  because  of  lack  of  revenue. 
Some  vouchers  were  issued  for  dividends  in  amount  of 
$1,163,  hut  the  dividends  were  never  paid  and  apparently 
the  account  is  carried  as  accounts  payable.  If  any  interest 
was  paid  on  these  accoxmts  payable  the  record  and  annual 
reports  do  not  disclose  it. 

During  the  first  nine  months  of  1918  the  operators  were 
paid  $312.  Applicant  says  that  it  will  be  necessary  to  pay 
operators  at  the  rate  of  $600  per  year.  This  is  not  out  of 
line  with  the  experience  of  other  companies.  As  manager 
and  lineman,  C.  W.  Coryell  has  received  $75.00  per  month 
and  insists  that  he  should  have  $100  per  month.  The  Com- 
mission considers  this  a  reasonable  allowance.  The  secre- 
tary, however,  has  been  paid  at  the  rate  of  $300  a  year. 
The  records  of  a  previous  hearing  indicate  that  the  secre- 
tary does  very  little.  The  Commission  considers  it  poor 
practice  to  carry  anyone  on  the  salary  list  in  order  that 
indirectly  a  return  on  investment  may  be  secured,  and  it 
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was  recommended  that  this  salary  be  eliminated.  The  Com- 
mission is  of  the  opinion,  and  so  finds,  that  $100  a  month 
should  be  paid  for  general  office  salaries  and  lineman's 
wages,  and  no  more.  This  does  not  include  the  pay  of 
operators  or  extra  help  on  the  lines. 

After  all  maintenance  materials  and  maiittenance  labor 
liave  been  eliminated,  the  operating  expenses  at  present, 
according  to  applicant's  showing,  are  $1,357  per  annum; 
general  expenses,  exclusive  of  manager  and  secretary,  $230 
per  annum.  Manager  and  lineman  should  be  paid  annually 
$1,200.  When  allowance  is  made  for  an  increase  in  opera- 
tors' wages  of  $300  per  annum,  and  dividends  on  the  out- 
standing stock  at  8  per  cent.,  and  a  depreciation  reserve 
■of  6  per  cent,  on  the  original  cost  of  the  plant,  figured  in 
this  case  at  $10,000,  there  will  remain  from  the  total  gross 
earnings  approximately  $500  for  materials  and  for  interest 
■on  the  outstanding  indebtedness. 

Applicant  is  manager  and,  for  the  most  part,  lineman. 
It  will  be  a  condition  of  this  order  that  hereafter  he  sepa- 
rate the  salary  paid  for  manager  and  lineman,  and  to 
charge  to  general  expenses  such  proportion  of  that  salary 
as  would  represent  the  part  of  his  time  devoted  to  general 
work  and  to  charge  to  maintenance  that  part  of  his  salary 
which  represents  the  portion  of  his  time  given  to  main- 
taining lines  and  switchboard.  All  repairs  and  replace- 
ments and  the  labor  in  connection  therewith  should  be 
•charged  to  maintenance  and  depreciation  reserve.  Wher- 
ever  new  construction  in  the  way  of  additions  or  better- 
ments is  installed  this  should  be  carefully  separated  from 
maintenance  and  be  carried  on  the  books  and  reported  to 
the  Commission  as  new  construction.  Additions  and  bet- 
terments are  not  proper  charges  against  the  revenues  of 
the  company,  but  are  capital  charges  and  should  be  repre- 
sented by  stock  or  borrowed  money. 

The  Commission  is  of  the  opinion,  and  so  finds,  that 
applicant  should  be  allowed  to  increase  telephone  rates 
approximately  25  per  cent.,  but  such  increases  to  be  subject 
to  conditions  as  set  forth  in  the  order  below. 
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Order. 
It  is,  therefore,  ordered  hy  the  Nebraska  State  Railway 
Commission,  That,  effective  December  1, 1918,  the  Bassett- 
Springview  Telephone  Company  be,  and  it  hereby  is, 
authorized  to  charge  and  collect  for  telephone  service  rates 
as  follows :      • 

Bosineas   $2  50  per  moath 

Beaidence 1  65  per  month 

Farm  service 1  55  per  nioDtb 

Switching  charges  .-.,..  5  00  per  annum 

It  is  further  ordered,  That  from  and  after  December  1, 
1918,  toll  rates  of  applicant  company  shall,  until  further 
order  of  the  Commission,  be  advanced  25  per  cent,  over 
preeent  toll  rates,  and  that  where  toll  service  is  asked  for 
from  a  coin  box  station  the  next  higher  multiple  of  5  cents 
will  be  charged. 

It  is  further  ordered,  That  applicant  shall  first  pay  from 
its  gross  earnings  all  proper  operating  expenses  and  gen- 
eral expenses,  subject  to  a  limitation  of  $100  per  month 
for  lineman  and  general  salaries ;  shall  set  aside  for  main- 
tenance and  depreciation  reserve  not  less  than  12  per  cent- 
of  the  book  value  of  the  property  per  annum,  and  pay  there- 
from all  charges  for  repairs  and  replacements  and  labor 
in  connection  therewith  and  the  proper  proportion  of  the 
lineman's  salary  devoted  to  repairs  and  replacements; 
shall  pay  all  interest,  taxes,  heat,  light,  power  and  rent 
bills,  interest  on  indebtedness,  claims  for  loss  and  damage* 
if  any ;  and,  after  all  these  charges  have  been  met,  and  not 
until  then,  may  pay  out  of  remaining  surplus  funds  not  to 
exceed  8  per  cent,  dividends  on  outstanding  stock.  Because 
of  evident  poor  condition  of  property  of  applicant  the 
maintenance  and  depreciation  fund  is  fixed  at  12  per  cent,» 
but  upon  showing  by  applicant  in  future  that  the  lines 
are  in  good  condition  this  amount  wiU  be  reduced. 

It  is  further  ordered,  That  applicant  shall  hereafter  care- 
fully separate  all  charges  for  material  for  maintenance  and 
replacements  and  labor  thereon  from  the  cost  of  additions 


DigilizcdbyCOOglc 


AppucAnoN  OF  Anslby  Telephone  Co.  700 

C.  L.  86] 

and  betterments,  and  carry  sach  items  separately  in  its 
accomits. 

/(  is  further  ordered,  That  after  aU  proper  expenditures 
have  been  met,  as  set  forth  above,  and  dividends  limited 
as  above  have  been  paid,  applicant  shall  use  any  surplus 
remaining  to  take  care  of  deficits  in  the  items  above,  or 
shall  carry  said  remaining  surplus  luiexpended  until  fur- 
ther order  of  the  Commission. 

Made  and  entered  at  Lincoln,  Nebraska,  this  tw-enty- 
iiinth  day  of  November,  1918. 


In  re  Application  of  Ansixv  Telephone  Company  fob 
Authority  to  Increase  Exchange  Bates  at  Ansley. 

Application  No.  3306. 

Decided  December  S,  1918. 

Jncisua  in  Bkt«8  Authorized  — 12  For  Oent  Fixed  for  Haintoiuuica 

uid  Reserve  for  DepreciKtioa — B  For  Cent.  Fixed  for  Rate  of 

Setnm  —  Oombination  Two-Futy  Bnslneea  and  Residence  Rate 

with  a  Higher  Rate  for  Service  on  Two  Circuits  Than  on 

One,  Disapproved. 

Applictknt  sought  authority  for  an  increase  in  rates.  The  company  had 
B  paid-up  capitalization  ot  $13,950,  on  which  dividends  amounting  to 
^3,064  had  been  paid,  and  claimed  a  reproduction  new  value  of  $33,861.14, 
■and  a  present  value  of  $27,146.48.  The  Commission's  engineer  estimated 
the  reproduction  new  valne  at  $34,821.64,  and  the  present  value  at 
923,234.21.  The  estimated  annua)  costs  of  operation,  maintenance,  taxes, 
general  expense  and  return  to  stockholders,  based  on  the  HguFes  of  1917 
and  estimates  of  increased  expen-ses,  were  $10,007.  Present  rates  yielded 
an  annual  revenue  of  approximately  $8,600,  or  a  deficit  of  $1,500.  Pro- 
posed rates  would  yield  annual  revenues  of  $12,2.30. 

Held:  That  an  increase  in  rates  as  set  forth  by  the  Comniission  should 
be  authorized,  such  rates  yielding  an  estimated  annual  revenue  of  $10,577; 

That  prior  to  the  declaration  or  paj-ment  of  any  dividends  to  stock- 
holdera  the  sum  of  $4,080,  12  per  cent,  on  cost  of  reproduction  neiv  of 
#34,000,  shonid  be  set  aside  annually  for  a  reserve  for  depreciation  funti 
-and  maintenance; 

That  no  greater  revenue  should  accrue  or  be  paid  to  stockholders  on 
account  of  stock  now  in  force  than  tha  sum  of  $1,750  per  annum,  being 
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8  per  cent,  upon  the  capital  paid  in  plus  deferred  return  invested  m 
property,  or  ^1,900; 

That  applicant's  request  for  the  approval  of  a  combination  two-party 
bnsiaeas  and  residence  rate  with  a  higher  rate  for  service  on  two  circnits 
than  on  one,  should  be  denied,  as  it  was  impracticable  to  make  sncb  a 
distinction.  Therefore  only  a  combination  two-party  business  and  resi- 
dence rate,  regardless  of  the  number  of  circuits  inyolved,  should  be 
approved. 

Findings. 
Applicant  owns  and  operates  a  telephone  plant  of  two 
cxelianges  and  serves  approximately  600  subscribers.     Its 
present  rates  are  as  follows: 

Per  Month 

Business $1  50 

Town,  residence  1  W 

Farm,  residence 1  Oft 

Extension  set,   additional 15 

Desk  set,  additional : . . .  1& 

The  following  i-ates  are  applied  for : 

Per  Month 

Business $2  00 

Town,  residence,  one-party 1  75 

Town,  residence,  two-  or  more  party 1  60 

Farm,  residence,  two-  or  more  party 1  50 

Business  and  residence,  two-party  (1  circuit) 3  50 

Business  and  residence,  two-pnrty  (2  circuits) 3  75 

Extension  set,   ndditioual 25 

Desk  sei,  additional  25 

The  matter  was  developed  informally  with  a  view  to 
i^aviiig  the  time  and  expense  required  by  a  formal  hearing. 
Applicant  furnished  the  Commission  with  an  inventory  and 
valuation  of  its  property  and  with  statements. of  capital 
invested  and  revenues  and  expenses  from  the  beginning 
of  business;  and  a  study  was  made  of  the  applicant's 
annual  reports  to  the  Coinmiasion  and  of  the  inventory 
and  valuation.  The  information  thus  presented  plainly 
indicates  that  the  application  should  be  granted  in  some 
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measure,  and  that  a  complete  inveatigation  and  hearing 
are  not  necessary  for  that  purpose. 

Applicant's  organization  dates  from  September  18, 1908. 
The  capital  contribntions  were  as  follows : 

Amount 
Paid  In 

1909 $12,900  Ofr 

1910 550  OO 

1911  300  00- 

1912   150  00- 

1913  50  00- 


Dividends  were  paid  to  stockholders  as  follows : 

Year                                            Per  Cent.  Amount 

1913 5          $692  SO' 

1914 5          697  50' 

1916 6          837  00 

1917 6          837  00 


Applicant  secured  415  subscribers  in  its  first  year.  The- 
number  has  gradually  increased  to  600,  and  the  additions 
to  plant  necessary  to  serve  them  have  been  paid  for  out 
of  current  revenues  almost  altogether!  It  is  impossible  to 
determine  from  the  record  the  amount  of  revenues  so  used 
as  the  books  are  not  in  sufficient  detail.  The  Conunission 
is  also  advised  that  there  are  no  records  of  any  nature  from 
which  the  cost  of  the  plant  from  the  beginning  can  be- 
determined. 

Applicant  claims  a  present  reproduction  new  value  of 
$33,861.14  and  a  present  value  of  $27,146.48.  From  infor- 
mation contained  in  the  inventory  as  to  quantities  of  prop-- 
erty,  age,  and  kind,  the  Commission's  engineer  estimates 
reproduction  new  value  at  $34,821.64,  and  present  value  at 
$23,234.21.     It  is  evident,  therefore,  that  a  considerable- 
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proportion  of  tilie  plant  was  paid  for  out  of  operating  rev- 
enues—  fully  one-half  in  all  probability.  Accepting  for 
the  purposes  of  this  case,  the  present  value  found  by  the 
Commission's  engineer  ($23,234.21),  the  question  is:  is 
the  surplus  in  this  value  over  and  above  the  amount  of 
capital  contributed  plus  deferred  dividends  thereon,  suflS- 
«ient  to  meet  the  increased  costs  of  operation  now  being 
experienced  by  applicant  and  give  a  reasonable  return  to 
stockholders  without  raising  the  ratesJ 

The  difference  between  the  engineer's  present  value  and 
the  capital  paid  in  is  $9,284.21.  A  reasonable  return  in 
plants  of  this  size  and  situated  as  it  is  in  westei-n  Nebraska 
where  interest  rates  are  aibnormally  high,  is  8  per  cent 
per  annum.  Applying  this  rate  to  the  capital  invested 
from  the  beginning,  gives  a  total  return  due  of  $11,016. 
Deducting  dividends  paid  of  $3,064,  results  in  deferred 
dividends  in  the  amount  of  $7,952.-  Deducting  deferred 
dividends  from  the  difference  between  present  value  and 
the  capital  invested,  results  in  a  surplus  of  $1,332.21. 

Applicant  reports  the  cost  of  replacements  during  the 
last  five  years  as  follows: 

1913  $2,078  40 

1914  2,119  30 

1916   3,082  31 

1916   1,693  62 

1917  3,214  77 

The  abnormal  cost  in  1915  was  due  to  damage  wrought 
by  a  severe  sleet  storm,  and  in  1917  to  the  destruction  by 
fire  of  its  exchange  building  at  Berwyn.  Disregarding  the 
extraordinary  cost  in  1917,  which  should  have  been  guarded 
against  by  insurance,  and  considering  the  age  of  the  plant, 
it  is  safe  to  say  that  not  less  than  $2,500  per  annum  is  now 
required  for  replacements,  which  is  about  $500  above  the 
normal.  On  the  whole  the  plant  has  now  lived  two-thirds 
of  its  estimated  age  and  expenditures  for  replacements  will 
continue  to  increase  until  all  of  the  original  plant  except- 
ing wire  has  been  replaced.    Expenditures  for  repairs  and 
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replacements  may  reasonably  be  expected  to  amount  to 
]  2  per  cent,  of  the  reproduction  new  valne  of  the  property 
lor  several  years  in  the  future. 

The  estimated  annual  costs  of  operation,  maintenance, 
taxes,  general  expenses  and  return  to  storftholders  based 
on  applicant's  experience  in  1917,  and  estimates  of 
increased  expenses,  are  as  follows; 

Operating  coste  $2,900  00 

Maintenance  and  depreciation  (12  per  cent,  of  reproduction 

new  value  of  $34,000) 4,080  00 

Qeneral  expenses,  less  portion  of  eeoietary-niani^r'a  salary, 

properly  chargeable  to  maintenanee  and  depretmtkm. . .  1,000  00 

Taxea  275  00 

Retam  to  stockbolders  ($13,950  capital  paiil  in,  pine  $7,950  . 
of  deferred  dividends  invested  in  plant  —  $21,900)  at  8 
per  cent.  .■ 1,752  00 

TOTAL    $10,007  00 

The  annual  revenues  doe  under  the  present  rates,  includ- 
ing toll,  switching,  and  miscellaneous  revenues,  aggregate 
about  $8,600,  subject  to  a  reduction  of  about  $150  for 
uncollectible  accounts.  The  annual  deficit  in  present  reve- 
nues measured  by  applicant's  requirements  is  therefore 
about  $1,500,  whichis  greater  than  the  surplus  in  the  prop- 
erty above  what  belongs  to  the  stockholders. 

An  estimate  of  the  annual  revenues  under  the  pr<?posed 
rates  is  as  follows : 

Business  telephones,  51  at  $24.00  per  annom $1,224  00 

Residenee  teleptwnes,  one-party,  106  at  $21.00  per  annum. .  2,226  00 

Residence  telephones,  two-party,  97  at  $18.00  per  annum. . .  1,746  00 

Farm  telephones,  348  at  $18.00  per  annnm 6,264  00 

TOTAL    $11,460  00 

Less  oncollectible  revenues,  2  per  cent 230  00 

Net  revenues  from  subscribers $11,230  00 

Total  revenues  based  on  $865.73  during  1917 1,000  00 

TOTAL  ESTIUATBD  REVBNrEB $12,230  00 
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The  proposed  rates  are  thus  seen  to  be  greater  than 
necessary,  the  estimated  revenne  therefrom  being  more 
than  $2,000  in  excess  of  requirements.  The  SRhednle  pro- 
posed ia  also  out  of  line  with  that  prevailing  in  plants  simi- 
larly situated,  in  titat  the  residence  and  farm  rates  are 
relatively  higher  than  the  bosiness  rates.  Beducing  fhc 
residence  and  farm  rates  25  cents  per  montii  each,  results 
in  an  estimated  annual  revenue  of  $10,577,  which  ia  suffi- 
ciently in  excess  of  the  estimated  requirements  to  warrant 
a  trial  at  least. 

The  Commission  finds,  therefore,  that  it  is  jast  and 
reasonable  to  grant  the  application  to  the  extent  above 
indicated,  to-wit: 

Per  Month 

Business  rate t2  00 

Town  residence  rate,  one-party 1  50 

Town  residence  rate,  two-party 1  25 

Farm  residence  rate,  party 1  25 

subject  to  the  following  conditions : 

(1)  That  prior  to  the  declaration  or  payment  of  any 
dividends  to  stockholders  the  sum  of  $4,080  shall  be  set 
aside  from  revenues,  annually,  to  a  fund  to  be  known  as 
maintenance  and  depreciation  fund.  No  expenditures  may 
be  made  from  said  fund  other  than  for  repairs  and  replace- 
ments of  applicant's  property.  Any  unexpended  balance 
in  the  fund  shall  be  placed  at  interest  and  the  return  there- 
from credited  to  the  fund. 

(2)  That  no  greater  return  accrue  or  be  paid  to  stock- 
holders on  account  of  stock  now  in  force  than  the  sum  of 
$1,750  per  annum,  being  8  per  cent,  upon  the  capital  paid 
in  plus  deferred  return  invested  in  the  property. 

Relative  to  applicant's  request  for  the  approval  of  com- 
bination two-party  business  and  residence  rates,  with  a 
higher  rate  for  service  on  two  circuits  than  on  one,  the 
Commission  finds  that  it  would  be  impracticable  to  make 
such  a  distinction  in  the  rates.  Every  subscriber  is  entitled 
to  ask  for  service  according  to  the  description  and  rate 
approved  by  the  Commission,  and  it  would  be  utterly 
impracticable  to  give  everyone  a  single  circuit  service.    The 
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Commission,  therefore,  approves  combination  two-party 
business  and  residence  service  over  lines  with  which  a 
third-party  is  not  connected  at  one  rate  only,  and  regard- 
less of  the  munber  of  circuits  involved,  the  rate  to  be  tlie 
sum  of  the  business  and  one-party  residence  rates,  or  $3.50 
per  month. 

The  Commission  also  finds  that  it  is  reasonable  to  require 
the  applicant  to  keep  account  of  -disbursements,  as  follows : 
-(1)  Expenditures  for  operation,  in  detail  as  to  exchange 
operators,  toll  operators,  stationery  and  advertising,  light, 
heat,  water  and  power,  rent  for  buildings,  manager  service 
and  incidental  expenses. 

(2)  Expenditures  for  maintenance,  in  detail  as  to  build- 
in^fs,  central  office  equipment,  aerial  equipment,  under- 
groiind  equipment,  subscribers'  stations,  utility  equipment, 
toll  equipment,  livery  and  stable  expense,  and  incidental 
expenses ;  the  salary  paid  to  the  secretary-manager  to  be 
apportioned  to  these  accounts  according  to  the  proportion 
of  his  time  devoted  to  the  work  of  maintenance. 

(3)  General  expenditures,  in  detail  as  to  the  salaries  of 
officers,  clerks,  insurance,  taxes  and  incidentals,  and  the 
remainder  of  the  salary  of  the  secretary-manager  not 
chargeable  to  maintenance,  to  be  included  herein. 

(4)  Expenditures  for  additions  and  betterments  exclusive 
■of  replacements.  The  necessity  of  accounts  of  this  charac- 
ter is  apparent  when  it  comes  to  establishing  rates,  and  now 
that  applicant's  attention  has  been  called  to  its  de-linqueney 
in  this  respect,  failure  to  comply  with  this  requirement  in 
the  future  will  not  be  tolerated.  A  business  that  is  under 
heavy  obligations  to  the  public  must  of  necessity  keep 
complete  record  of  its  affairs. 

Obder. 
It  is,  therefore,  ordered  by  the  Nebraska  State  Railicaif 
Commission,  That  the  Ansley  Telephone  Company  be,  and 
the  same  is  hereby,  authorized  and  directed  on  and  after 
.fanuary  1,  1919,  to  charge,  collect  and  receive  rates  for 
telephone  service,  according  to  the  following  schedule, 
to-wit: 
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Per  Month 

Business  service $2  00 

Town  residence  service,  one-party '    1  60 

Town  residence  service,  two-party 1  25 

Farm  'residence,  party 1  25 

Combination  two-party  business  and  residence  service 3  50 

Extension  set,  additional 25 

Desk  set,  additional 25 

subject  to  the  following  conditions : 

(1)  Prior  to  the  declaration  or  payment  of  any  dividends 
to  stockhoIdeiB,  the  sum  of  $340  shall  be  set  aside  from 
revenues  monthly  to  a  fund  to  be  known  a£  maintenanee 
and  depreciation  fund.  No  expenditures  shall  be  made 
from  said  fond  other  than  for  repairs  and  replacements  to 
the  property.  Any  unexpended  balance  in  the  fund  not 
required  during  six  months  following  shall  be  placed  at 
interest  and  the  return  thereform  credited  to  the  fund. 

(2)  No  greater  return  shall  accrue  or  be  paid  to  stock- 
holders On  account  of  stock  now  in  force  than  the  gum  of 
$1,750  per  annum,  being  8  per  cent,  upon  the  capital  paid 
in  and  the  deferred  dividends  invested  in  the  property. 

(3)  Applicant  shall  keep  account  of  disbursements  as 
described  in  the  binding  herein. 

(4)  Reports  shall  be  made  to  the  Commission  aimualty 
separate  from  the  report  required  by  statute,  of  the  credits 
to  and  expenditures  from  the  maintenance  and  depreciation 
fund. 

Made  and  entered  at  Lincoln,  Nebraska,  this  second  day 
of  December,  1918. 
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In   re  Application  of  Fibth  Telephone   Company  for 
Ikcbease  in  Bates. 

Application  No.  3563. 

Decided  December  2,  1918. 

Incnaaa  in  Katea  Anthoiixed  —  Oompuir  Ordered  Not  to  P»y  DlTldonde 

for  k  Time  in  View  of  Szceuive  Dividend*  in  Put  lad  Fftilvre 

to  Uaintais  B«wrre  for  Deprodfttioa  —  Divldende 

Limited  to  S  Par  Cent. 

Applicant,  which  is  a  cooperative  concern  with  159  shares  of  stock  and 
146  stockholders,  and  serves  335  subscribers,  sought  Antliority  to  increase 
rates  for  all  classes  of  service  from  $1.00  to  $1.25  per  month.  Prior  to 
1916  the  stockholders  paid  nasessments  in  lien  of  rentals,  other  snb- 
scribera  paying  the  $L00  rate.  The  Conunission,  after  etmipntiiig  the 
difierence  as  rebates  to  stockholders,  and  allowing  8  per  eent.  per  aonnsa 
npon  the  capital  paid  in,  estimated  that  the  stockholders  had  received 
an  excess  return  between  1&06  and  1918  of  $4,154.  Beserve  for  deprecia- 
tion had  not  been  set  aside,  and  the  existing  depreoi&tion  was  estimated  at 
^,000,  based  on  a  cost  of  replacement  at  20  per  cent,  bdow  existins 
pricee  of  materials  and  labor.  The  eompaoy's  book  assets  were  $9,117.06 
and  in  1917  it  had  a  net  operating  income  for  reserve  for  depreciation 
and  return  of  $958.95. 

Held:  That  althongh  no  dividends  were  paid  to  stockholden  np  to 
1916,  the  difference  between  the  annual  rates  paid  by  non-stockboldera 
and  the  assessments  paid  by  the  stockholders  was  in  fact  a  return  to  the 
stockholders,  and  would  be  so  considered; 

That  as  the  stockholders  had  reoeived  an  excessive  retani  above  a 
return  of  8  per  cent  per  annnm,  and  had  set  aside  no  reserve  for  deprpei&' 
tion,  all  of  the  surplus  earnings  should  be  set  aside  to  a  maintenance  and 
depreciation  fund  until  such  time  as  the  excess  return  had  been  absorbed, 
or  until  January  1,  1924; 

That  expenditures  ahonld  be  made  from  said  fund  only  to  maintain 
the  plant  in  good  operating  condition,  including  replacements  and  - 
betterments; 

That  as  an  increase  of  26  cents  per  month  would  yield  increased  rev- 
enues of  $939  per  annum,  which  would  permit  of  a  credit  to  depreciation 
and  maintenance  fnnd  of  about  $1,500  annually,  and  enable  applicant  to 
maintain  its  plant  in  first  class  condition,  such  a  rate  was  just  and  rea- 
sonable and  should  be  authorized; 

That  the  return  to  stockholders  on  and  after  January  1,  1924,  on 
account  of  stock  now  in  force  or  any  issued  hereafter,  should  not  exceed 
8  per  cent,  per  annnm  without  the  consent  of  the  Commission. 
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Findings. 

This  is  an  application  for  an  increase  of  service  rates 
from  $1.00  per  month  to  $1.25  per  month  for  all  classes  ot 
service.  The  number  of  telephones  according  to  use  are* 
24  business,  45  village  residence,  and  244  farm  residence^ 
of  which  22  are  single  line  and  the  remainder  party  line- 
The  same  rate  for  all  classes  of  service  is  due  to  the  fact 
that  the  company  is  a  cooperative  concern,  there  being- 
159  shares  of  capital  stock  in  force  and  146  stockholders.  • 
The  company  began  operation  in  the  year  1905  and  the  rate 
has  been  $1.00  per  month  for  all  classes  of  service  all  of 
the  time.  Prior  to  1916  the  stockholders  paid  assessments, 
in  lieu  of  rentals,  amounting  to  $3.00  per  share,  per  year, 
for  the  years  1906  to  1908,  .inclusive,  and  $4.00  per  share 
for  the  years  1909  and  1915,  inclusive.  AH  other  subscrib- 
ers paid  the  dollar  fate.  No  di\idends  were  paid  to  stock- 
holders during  this  period,  but  the  difference  between  the 
annual  rates  paid  by  jion-stockholders  and  the  assess- 
ments paid  by  the  stockholders  is  in  fact  a  return  to  the 
stockholders. 

The  business  of  the  company  has  been  very  successful. 
The  plant  appears  to  have  been  installed  at  a  minimum  of 
cost  and  the  expenses  of  operation  have  likewise  been  very 
low.  No  overhead  costs  have  been  incurred  until  recent 
years,  and  the  secretary  of  the  company  receives  only  $250 
peF  annum  for  his  services.  The  directors  received  nothing 
for  their  services  until  the  last  year  or  two,  during  which 
they  were  paid  $2.00  a  meeting,  and  meetings  were  held 
Ihree  or  four  times  a  year  oiUy.  The  total  overhead 
expense  during  the  entire  history  of  the  plant  appears  not 
to  have  exceeded  $l,(fOO.  Individual  stockholders  appear 
to  have  contributed  more  or  leps  labor  in  the  construction 
of  the  plant. 

A  statement  of  the  capital  paid  in,  the  rebates  to  stock- 
holders under  the  assessment  plan  followed,  a  return  of 
8  per  cent,  per  annum  upon  the  capital  paid  in,  and  the 
<'xcess  return  to  stockholders  above  8  per  cent,  per  annum. 
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for  each  of  the  years  of  the  life  of  the  company,  is  as 
follows : 

a  Per  Cent.  Excega 

Tear  Capitdl  Rebatet  Ptr  Annum  Return 

1906 $5,060  $909  $404  $605 

1907 6,000  1,080  480  600 

1908  6,300  1,038  504  534 

1909  6,400  1,001  512  489 

1910  6,800  1,056  528  528 

1911  6,650  1,064  532  532 

1912 7,800  1,068  624  444 

1913  7,600  1,248  624  624 

1914 8,000  1,064  .  640  424 

1915 8400  1^116  648  468 

TOTAL   «10,644         $5,496  $54-48 

In  1916  the  assessment  plan  was  abandoned  and  stocb- 
holder  snbscribers  paid  the  same  rates  as  non-stockholders. 
A  dividend  of  12V^  per  cent,  was  declared  and  paid  during 
that  year,  which  shoold  be  added  to  the  total  of  rebates 
shown  in  the  foregoing  statement  in  computing  the  retorn 
paid  to  stockholders.  A  continuation  to  date  of  the  fore- 
going statement  is  as  follows : 

8  Per  Cent.  Excess 
Tear  Capital  Rebates  Per  Annum  JI«(um 
Brongbt   forward    $10,644         $5,496  $5,148 

1916   $84.50  978  652  326 

1917   8,250     660  '660 

1918 8,250     660  '660 

TOTAL $11,622         $7,468  $4,154 

"  Deficit. 

No  part  of  the  revenaes  has  ever  been  set  aside  to  cover 
depreciation  in  the  company's  property  and  the  time  is  near 
at  hand  when  a  considerable  part  of  the  plant  will  have  to 
he  replaced.  The  aerial  equipment  is  thirteen  years  old 
and  the  record  shows  that  the  poles  and  cross-arms  are  in 
poor  condition.    The  poles  need  resetting  at  an  early  date, 
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and  probably  90  per  cent  of  them  will  have  to  be  replaced 
during  the  next  seven  years.  Considerable  depreciation 
exists  also  in  the  wire  and  some  has  occurred  in  the  switch- 
board, thoagh  it  is  only  five  years  old.  The  Commission's 
engineer  estimates  the  existing  depreciation  of  the  whole 
plant  at  $5,000,  based  on  a  cost  of  replacement  at  20  per 
cent  below  existing  prices  of  materials  and  labor.  A  pnbUc 
utility  concern  is  obligated  to  set  aside  from  earnings  an 
amount  sufficient  to  cover  unrealized  depreciation  before 
any  return  is  paid  to  stockholders.  Applicant  must,  there- 
fore, discharge  this  obligation  before  any  return  can  accrue 
to  stockholders  in  the  future.  The  Commission  finds,  there- 
fore, that  all  of  the  surplus  earnings  remaining  after  pay- 
ing the  costs  of  operation,  taxes,  losses,  damages  and  over- 
head expenses  shall  be  set  aside  to  a  maintenance  and 
depreciation  fund  until  such  time  as  the  excess  return 
above  noted  shall  have  been  absorbed  by  a  return  calcu- 
lated at  8  per  cent  per  annum  from  January  1,  1919,  upon 
the  capital  invested.  Expenditures  may  be  made  from 
said  fund  only  on  aocoimt  of  maintaining  the  plant  in 
good  operating  condition,  including  replacements  and 
betterments. 

Applicant's  asset  and  liability  statement  on  December 
31,  1917,  is  as  follows : 

Assets- 

Plant  •7,746  00 

Utility  equipment  80  00 

Material  and  supplies  on.  hand 414  40 

Accounts  receivable .- 876  S5 

TOTAI,   »9A17  05 

•  LiabilitUa. 

Capital  Block $8,260  00 

Notes  and  acconuts  payable 136  24 

Depreciation  reserve 730  81 

TOTAL   $9,117  06 
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The  revenues  and  expenses  during  1917  were  as  follows : 

Revenues. 

Subscribers'  service $3,550  75 

Toll  service,  net 176  40 

Sundry  sales 19  15 

TOTAL $3,746  30 

Expenees. 

Maintenance  $1,577  97 

Operative   807  29 

General 2»2  15 

Taxes 109  94 

TOTAL $2,787  35 

KET  OPERATING   INCOME $958  95 

The  revenues  would  be  $205.25  greater  on  the  assumption 
that  the  number  of  telephones  in  service  at  the  close  of  the 
year  was  the  same  throughout  the  year  and  if  the  rentals 
earned  were  all  paid.  A  dividend  of  $978  was  paid  during 
]  917,  which'  absorbed  all  of  the  net  operating  income  for  the 
year  and  created  an  actoal  overdraft  with  the  treasurer. 

The  record  shows  that  there  will  be  no  net  operating 
income  for  1918  owing  to  the  increased  costs  of  operation 
and  the  extent  of  replacements  of  worn-out  property.  Appli- 
cant will  be  unable  to  maintain  its  plant  in  good  operating 
condition  under  the  present  scale  of  rates,  to  pay  nothing  of 
setting  aside  a  reserve  for  unrealized  depreciation.  There 
is  no  obligation,  however,  on  the  rate  payers  to  provide 
revenues  for  a  return  to  stockholders  for  a  little  more  than 
five  years  to  come,  due  to  previous  payment  to  stockholders 
of  a  reasonable  return  for  that  period,  assuming  that  no 
additional  capital  is  invested.  A  return  of  8  per  cent,  upon 
the  investment  results  in  an  annual  return  of  $660.  Divid- 
ing this  annual  return  into  the  excess  return  already  paid 
to  stockholders  of  $4,154  gives  the  number  of  future  years 
during  which  stockholders  would  not  be  entitled  to  earn 
a  return,  or  3.2  plus  years.     An  increase  of  25  cents  per 


DigilizcdbyGOOglc 


718  Nebraska  State  Railway  Commission. 

[Neb. 
month  in  subscribers'  rates  will  yield  $939  per  annum, 
according  to  the  present  number  of  subscribers.  Such  a 
rate  will  doubtless  permit  of  a  credit  to  maintenance  and 
depreciation  fund  about  $1,500  annually  over  and  above 
the  cost  of  ordinary  repairs,  and  enable  applicant  to  main- 
tain its  plant  in  first-class  condition.  The  record  shows 
that  a  number  of  country  lines  are  heavily  burdened  with 
subscribers.  These  should  be  reduced  to  10  subscribers  to 
the  line  as  soon  as  possible  in  order  to  bring  the  service  up 
io  the  standard  governing  in  plants  of  this  character. 

The  Commission  finds,  therefore,  that  a  rate  of  $1.25  for 
the  service  furnished  applicant's  subscribers  is  just  and 
reasonable,  subject  to  the  creation  of  a  balance  in  the  fund 
for  maintenance  and  depreciation  and  to  the  limitation  of 
the  return  to  stockholders  as  above  set  forth. 

Order. 
It  is,  therefore,  ordered  by  the  Nebraska  State  Railway 
Commission,  That  tlie  Firth  Telephone  Company  be,  and 
the  same  is  hereby,  authorized  and  directed  from  and  after 
January  1,  1919,  to  charge,  collect  and  receive  a  rate  of 
$1.25  per  month  for  the  telephone  service  furnished  by  it 
to  regular  subscribers,  subject  to  the  following  conditions ; 

1.  No  return  shall  accrue  to  stockholders  on  account  of 
ytock  now  in  force  until  on  and  after  January  1,  1924. 

2.  The  balance  of  all  revenues,  including  the  net  revenue 
from  toll  service  after  paying  the  costs  of  operation,  taxes, 
interest,  losses,  damages  and  general  expenses,  shall  be  ' 
credited  to  a  fund  to  be  known  as  maintenance  and  depre- 
ciation fund.  Expenditures  may-  be  made  from  said  fund 
only  on  account  of  maintaining  the  plant  in  good  operating 
condition  and  in  defraying  the  cost  of  all  replacements  and 
additions  necessary  to  the  rendition  of  such  service. 

3.  The  return  to  stockholders  on  and  after  January  1, 
1924,  on  account  of  stock  now  in  force,  or  on  account  of  any 
stock  issued  hereafter,  shall  not  exceed  8  per  cent,  per 
annum  without  the  consent  of  the  Commission. 

Made  and  entered  at  Lincoln,  Nebraska,  this  second  day 
of  December,  1918. 
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In  re  Application  of  Faemebs  Telephone  Company  of  Dix. 
Nebraska,  for  Schedule  Telephone  Rates. 

Application  No.  3662. 

Decided  December  3,  1918. 

Schednle  of  Rates  Autitorized  -~  10   Cents  per  Cftll  Fixed  for  Non- 
snbscribers  Using  Local  Ezdiange. 

FiNDIKQS. 

Applicant  "has  undertaken  to  construct  a  small  but 
modem  exchange  at  Dix,  Nebraska,  and  to  absorb  cer- 
tain farm  line  companies  on  a  basis  found  reasonable  by 
the  Commission  in  another  action  presented  for  its 
consideration.* 

The  proposed  rates  are  as  follows : 

Per  Month 

Individual  bosinesa,  net $3  00 

Party  line  business,  net 1  50 

Farm  line,  per  station 1  25 

Residence  service,  part;  line 1  50 

Switching  services,  per  station 60 

For  non-subscribers  using  local  exchange,  15  cents  per  call  and  25  cents 

per  call  at  night. 

The  Commission  considered  the  spread  between  the  resi- 
dence and  farm  line  rates  and  the  rate  for  individual  busi- 
ness service  out  of  proportion,  and  suggested  to  the  com- 
pany the  reduction  in  its  application  of  $2.25  per  month 
net  for  individual  business  service.  The  suggestion  was 
concurred  in  by  amendment  to  the  application,  dated 
November  26,  1918. 

The  Commission  has  never  approved  the  rate  of  15  cents 
per  call  for  non-subscribers  using  the  local  exchange,  and 
in  this  instance  will  authorize  a  rate  for  non-.subscribers  at 
the  usual  rate  at  10  cents  per  call.  If  applicant  desires  to 
have  a  rate  for  night  service  with  the  hour  of  closing  the 


*  See  Commission  Leaflet  No.  83,  p.  1639. 
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exchange,  application  to  the  Commission  should  be  made 
therefor  with  rates  designated  for  night  calls  for  subscrib- 
ers and  night  calls  for  non-subscribers. 

Order. 
It  is,  therefore,  ordered  by  the  Nebraska  State  Railwaif 
Commission,  That  the  Farmers  Telephone  Company  of 
Dix,  Nebraska,  be,  and  it  hereby  is,  authorized  to  publish 
the  following  charges  for  telephone  service  on  its  exchange 
at  Dix,  Nebraska: 

Per  Month 

Individual  buainesa,  net $2  25 

Party  line  business,  net 1  50 

Farm  line,  per  station 1  25 

Residence  service,  party  line 1  50 

Switching  service,  per  station 50 

For  non-subscribers  using  local  exchange,  10  cents  per  call. 

Made  and  entered  at  Lincoln,  Nebraska,  this  third  day 
of  December,  1918. 


In  re  Application  of  Hamilton  County  Farmers  Tbi^b- 
PHONE  Association  for  Authority  to  Reduce  Non- 
SuBSCRiBEE  Toll  Rate  between  Hampton  and  Aurora. 

Application  No.  3760. 

Decided  December  9,  1918. 
Redaction  In  Toll  Bate  to  Ueet  OompetitiTe  Conditions  Antliorised. 

Informal  Ruling. 
On  December  9,  the  Commission  took  action  on  your 
.application   to   reduce   toll   rates  between  Hampton  and 
Aurora  for  non-subscribers,  as  per  the  following  entry  in 
the  minutes: 

"Application  was  made  by  tlie  Hamilton  County  Farmers  Telephone 
Asi^ociation  for  authority  to  publish  a  rate  of  5  cents  per  call  for  non- 
subscribers  between  Aurora  and  Hampton,  Nebraska;  and  it  appearing 
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to  the  Conunission,  on  dne  consideration,  that  the  rate  heretofore  filed 
by  said  company  and  in  force  and  efEect  was  15  cents  p.er  call  between 
the  towns  mentioned;  and  it  appearing,  further,  that  the  reduction  is  in 
order  to  meet  competitive  conditions,  it  was  on  motion  directed  that  the 
desired  authority  be  granted  and  that  applicant  company  be  notified  by 
letter  of  the  action  taken." 

You  have  on  file  the  rate  of  15  cents  per  call  for  non- 
subscribers  between  exchanges  and  this  will  be  one 
exception  to  it* 

December  9,  1918. 


In   re    Application    of   Eagle    Telephone    Company   for 

AUTHOBITY  TO  INCREASE  EXCHANGE  RaTES. 

*  Application  No.  3414. 

Decided  December  13,  1918. 

Increase  in  Bates  Denied  —  Company  Ordered  Not  to  Fay  Dividenda 

Dnring  Fonr  Tears  in  View  of  EzcesnTe  Dividends  in  Past  and 

Failure    to   Maintain    Beeerre    for    Depredation  —  Property 

Ordered  B«ba1>flltoted  —  Dividends  Limited  to  7  Per  Cent. 

Findings. 
The  Eagle  Telephone  Company,  applicant  herein,  was 
organized  in  the  fall  of  1901  by  the  citizens  of  that  town 
subscribing  for  and  taking  22  shares  of  stock  at  $15.00  a 
share,  amounting  to  $330,  said  money  to  be  used  in  building 
a  telephone  exchange  in  Eagle.  The  company  started  with 
7  telephones.  During  the  next  few  years  four  groups  of 
farmers  organized  farm  lines  and  ran  them  into  the  switch- 
hoard  of  the  Eagle  Telephone  Company.  All  'phone  users 
paid  50  cents  per  month.  Prom  1901  to  1909  the  number 
of  subscribers'  stations  had  increased  to  130.  The  four  farm 
lines  and  the  Eagle  exchange  in  1909  consolidated  their 
properties.     The  farm  lines  have  been  organized  on  the 

*  Letter  of  secretary  of  Nebraska  State  Railway  Commission  to  Mr. 
W.  M,  Woodhead,  secretary  of  Hamilton  County  Farmers  Teleplione 
Assoeiation,  Aurora,  Nebraska,  December  9,  1918. 
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basis  o£  $15.00  per  share,  the  same  as  that  of  the  Eagle 
company.  When  the  combination  was  made  everybody  was 
assessed  $5.00  per  share,  which  amounted  to  $10.00  per 
subscriber's  station  because  there  was  a  $5,00  assessment 
on  the  telephone  and  $5.00  on  the  line.  The  combined  com- 
pany then  took  up  all  of  the  stock  of  both  companies  and 
issued  new  stock  at  $20,00  per  share.  This  amounted  to 
$4,780,  which  was  increased  $80,00  by  the  sale  of  stock, 
making  the  entire  outstanding  capitalization  $4,860.  Since 
that  time  no  stock  has  been  sold  nor  have  any  assessments 
been  made  upon  the  stockholders  for  operating  expenses  or 
extensions  and  betterments.  All  telephone  users,  both 
stockholders  and  non-stockholders,  were  then  charged  $1.00 
per  month  for  all  classes  of  service,  which  rate  has  been 
continuously  and  is  no*w  in  effect.  The  applicant  now  asks 
that  said  rates  be  increased  to  $2.00  per  month  for  desk 
telephones;  $1.50  per  month  for  business  telephones;  $1.50 
per  month  for  one-party  residence  telephones;  $1.50  for 
two-party  residence  telephones,  and  $1,25  for  farm  tele- 
phones, the  number  on  farm  lines  to  be  limited  to  ten.  The 
company  paid  no  dividends  for  the  years  1909  and  1910, 
but  in  lieu  thereof  expended  the  net  balances,  after  all 
operating  expenses,  taxes,  losses  and  damages  were  paid, 
in  certain  extensions  and  betterments,  the  exact  amount  of 
v/hich  the  company  could  not  give  the  Commission.  They 
did  state,  however,  that  the  extensions  and  betterments 
built  out  of  the  operating  income  for  those  years  consisted 
of  a  switchboard,  which  cost  $207;  that  they  installed  a 
certain  amount  of  cable  but  did  not  know  the  cost  of  it; 
that  they  built  a  coal  house  on  the  lots  and  a  pole  rack,  and 
that  they  also  put  in  a  well,  all  of  which  were  paid  for  out 
of  the  operating  income. 

From  January,  1912,  to  January,  1918,  inclusive,  the 
company  declared  and  paid  out  in  cash  the  following 
amounts  as  dividends  upon  the  $4,860: 
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Januarj',  1912,  for  yesr  1911,  $607.50,  equaling 121/3 

January,  1913,  for  yenr  1912,    729.00,  equaling 15 

January,  1914,  for  year  1913,    729.00,  equaling. .  v 15 

January,  1915,  for  year  1914,    729.00,  equaling : 15 

January.  1916,  for  year  1915,    607.50,  equaling 12^2 

January,  1917,  for  year  1916,    729.00,  equaling 16 

January,  1918,  for  year  1917,    388.80,  equaling ,8 


TOTAL  $4,519-80  93 

Average  per  cent,  in  dividends  paid  for  the  seven  years,  13  j  per  cent. 

But  the  company  did  not  pay  dividends  for  the  years 
1909  and  1910,  and  when  we  spread  the  93  per  cent,  over 
the  entire  period  of  nine  years  we  find  that  the  average 
paid  out  was  10^^  per  cent. 

If  the  company  had  paid  out  7  per  cent,  dividends  only 
for  the  years  1911  to  1917,  inclusive,  it  would  have  had 
cash  balances  on  hand  for  the  purpose  of  maintaining  its 
properties,  as  shown  by  the  following  tabulation: 


I9n  . 

1912  . 

1913  . 

1914  . 

1915  . 

1916  . 

1917  . 


Dividends 

Leaving 

Paid      at  7  Per  Cent. 

a  Balance  oj 

$607  50 

$340  20 

$267  30 

729  00 

340  20 

388  80 

729  00 

340  20 

388  80 

729  00 

340  20 

388  80 

607  50 

340  20 

267  30 

729  00 

340  20 

388  80 

388  80 

340  20 

48  60 

.    $4,519  80 

$2,.38l  40 

$2,138  40 

TOTAL  $4,519  80 

Allowing  now  $340.20  as  dividends  for  each  of  the  years 
1909  and  1910  the  balance  as  shown  above  would  be  reduced 
$680.40,  and  the  net  balance  available  for  maintenance  and 
depreciation  would  be  $1,458. 

The  president  and  secretary  of  the  company  both 
admitted  that  they  realized  that  excessive  dividends  were 
l>eing  paid,  and  that  the  properties  were  allowed  to  depre- 
ciate on  that  account,  but  the  board  of  directors  insisted  on 
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the  dividends  as  above  shown.    The  engineering  depart- 
ment of  the  Commission  after  examination  reported  the 
properties  to  be  in  not  more  than  46  per  cent,  condition. 

The  statement  of  the  officers  and  the  report  of  the  engi- 
neering department  in  regard  to  tiie  depreciation  of  the 
properties  conclusively  show  that  the  properties  were  con- 
stantly being  robbed  by  the  directors  by  paying  ont  money 
as  dividends  that  should  have  been  spent  for  maintenance 
and  depreciation.  The  .Commission  is  of  the  opinion  that 
the  directors  should  not  have  paid  out  any  dividends  if 
money  had  not  been  earned  sufficient  to  maintain  the  prop- 
erties, and  certainly  the  company  should  restore  to  its 
treasury  dividends  received  in  excess  of  a  normal  amount 
that  the  properties  may  be  rehabilitated,  but  as  it  may  be 
difficult  to  collect  the  excessive  dividends  paid  to  the  indi- 
vidual stockholders  the  Commission  is  of  the  opinion  that 
the  stockholders  should  forego  dividends  until  it  amounts 
to  $1,458  at  7  per  cent,  upon  the  outstanding  capital  stock, 
which  amounts  to  $4,860.  This  will  require  a  period  ot 
approximately  four  years.  The  order  of  the  Commission 
will  be  in  accordance  with  the  findings  herein. 

Order. 

It  is,  therefore,  ordered  by  the  Nebraska  State  Ratlwaff 
Commission,  That  the  Eagle  Telephone  Company  shall  not 
pay  any  dividends  upon  ijie  stock  now  outstanding,  which 
amounts  to  $4,860,  for  years  1918,  1919,  1920,  and  1921, 
and  that  thereafter  the  dividends  shall  not  be  more  than 
7  per  cent,  upon  said  capitalization  and  upon  any  additions 
and  betterments  that  may  be  made  from  time  to  time  prop- 
erly chargeable  to  capital  account  and  approved  as  such 
by  the  Commission. 

It  is  further  ordered,  That  the  applicant  after  paying  all 
operating  expenses  shall  expend  all  balances  in  rehabilitat- 
ing its  properties  until  the  properties  have  been  brought  up 
to  a  proper  standard  of  working  efficiency. 

It  is  further  ordered,  That  the  company  make  special 
i-eports  to  the  Commission  on  March  31,  June  30,  Septem- 
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ber  30,  and  December  31,  1919,  as  to  the  amount  of  money 
that  it  actually  spends  in  rehabilitating  its  properties,  these 
reports  to  be  independent  of  the  annual  report  that  is  to 
be  made  to  the  Commission. 

/(  is  further  ordered,  That  the  application  for  an  increase 
in  rates  shtill  be,  and  the  same  is  hereby,  denied. 

Made  and  entered  at  Lincoln,  Nebraska,  this  thirteenth 
day  of  December,  1918. 


/«  re  Application  of  C.  E.  Campbell,  Owher  of  Pi-ant  at 
Western,  Nebbaska,  fob  Incbeasb  op  Rates. 

Application  No.  37€7. 

Decided  December  19,  1918. 

Incrttue  in  £ftt«s  Aotlioristtd  —  8  Per  Cent.  R«uoiuble  Rate  of  Return 

r—  Return  not  Feimitted  on  OperatinK  Revenues  Put  into  Plant 

—  Dividends  Limited  to  8  Per  Cent.—  Owner  Forliidden 

to  Put  Snrpliu  into  Plant  — Bate  tor  Reserve 

for  Haintenutce  Considered. 

Applicant,  whose  plant  has  156  village  and  220  roral  aubsoribera  at 
Western,  Nebraska,  Bought  authority  to  increase  business  rates  60  cents 
per  month  and  other  rates  26  cents  per  month.  The  Commission  esti- 
mated the  total  investment  as  disclosed  by  the  books  at  $23,769.89,  from 
which  it  excluded  $2,754.17  which  applicant  had  put  into  the  plant  over 
and  above  a  retnrn  of  8  per  cent,  durii^  the  period  of  operation.  The 
Commission  estimated  that  the  proposed  rates  would  yield  a  revenue, 
including  toll  and  miscellaneous  items,  of  $7,066  per  annum  and  that 
expenses,  including  $1,680  as  a  return,  would  amount  to  $7,310. 

Held:  That  the  original  purchase  price  of  the  plant,  $7,000,  owing  to 
the  meagreness  of  the  consideration,  which,  measured  by  the  number  of 
subscribers,  was  only  $28.00  per  station,  could  fairly  be  assumed  as  fully 
covered  by  the  sacrifices  of  the  original  owners; 

That  B  return  of  8  per  cent,  was  not  unreasonable  in  view  of  the 
excellent  manner  in  which  the  business  had  been  conducted  both  from  the 
standpoint  of  finance  and  service; 

That  applicant's  contention  foi-  s  return  of  8  per  cent,  per  annum  upon 
the  investment  regardless  of  the  source  of  funds,  whether  out  of  his  own 
pocket  or  from  the  operating  revenues,  was  not  sound,  as  he  was  entitled 
to  a  return  only  upon  his  own  capital  invested  in  the  property; 
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TLat  the  propoeed  increase  in  rates  should  be  authorized  subject  to  a 
limitatioa  of  return  to  the  owner  of  not  more  than  8  per  cent,  per  annum 
upon  the  capital  invested  in  ths  property  from  his  own  resources,  and 
upon  the  reinvestmenl  of  return  in  the  property  to  the  extent  it  is  done; 

That  as  a  plant  of  the  size  and  age  of  that  under  consideration  should 
have  a  reserve  for  maintenance  purposes  in  an  amount  equal  to  10  per 
cent,  or  15  per  cent,  of  its  cost,  or  from  $2,000  to  $3,000,  applicant  should 
be  prohibited  from  investing  arfy  of  the  operating  revenues  in  the  prop- 
erty beyond  the  amount  due  him  ns  a  return  upon  his  investment. 

Findings. 
Applicant's  plant  supplies  telephone  service  to  155  sub- 
scribers residing  in  the  village  of  Western,  Nebraska,  and 
220  farm  subscribers  residing  in  the  vicinity.    The  present 
rates  are  as  follows : 

per  Month 

One-party  business '  $2  00 

Two-party  business 1  50 

One-party  residence  1  50 

Two-party  residence  1  25 

Four-party  residence  1  00 

Farm   1  25 

The  proposed  rates  are  50  cents  greater  for  business  and 
25  cents  greater  for  all  other  classes  of  service.  No  formal 
hearing  was  -held,  due  to  the  manifest  necessity  for  an 
increase  of  rates,  and  the  fact  that  rates  are  always  subject 
to  complaint. 

Applicant  purchased  the  plant  June  1,  1912,  the  consid- 
eration l)eing  $7,000.  The  plant  then  had  250  subscribers. 
No  books  of  account  were  kept  by  applicant's  predecessor 
and  applicant  is  unable  to  show  the  amount  invested  in  the 
plant  prior  to  his  purchase.  Owing  to  the  meagreness  of 
the  consideration,  measured  by  the  number  of  subscribers 
(being  only  $28.00  per  station),  it  is  fair  to  assume  that 
it  was  fully  covered  by  the  sacrifices  of  the  original  owners. 

Applicant  has  made  subsequent  investments  in  the  plant, 
and  a  statement  of  capital  invested  Is  as  follows: 
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Original  investment  June  1,  1912 $7,000 

Investment  during  thirteen  months  ending  June  30,  1913 2,730 

Investment  daring  year  ending  June  30,  1914 3,600 

{avestment  during  year  ending  June  30,  1915 1,200 

Investment  during  year  ending  June  30,  1916 1,200 

Investment  daring  year  ending  June  30,  1917 1,200 

Investment  during  six  months  ending  December  31,  1917 600 

TOTAL    $17,530 

Additional  investments,  in  the  plant  were  made  from 
operating  reven-ues,  as  follows : 

Investments  from  revenues  during  thirteen  months  ending  June 

30,  1913 $880  29 

Investment  from  revenues  during  year  ending  June  30,  1914. .  1,761  00 

Investment  from  revenues  during  year  ending  June  30  1915..  1,277  70 

Investment  from  revenues  during  year  ending  June  30  1916. .  1,475  91 
Investment  from  revenues  during  six  months  ending  December 

31,  1917 844  99 


TOTAI.  INVESTED  IN  PLANT  PKOM  ALL  SOITHCES 23,789  89 

The  annual  revenues  and  expenses  from  June  30,  1912, 
to  June  30,  1917,  are  as  follows : 

Year  Ending  Revenues  Expenses  Net  Income 

June  30,  1912 $3,500  00  $2,542  35  $957  65 

June  30,  1913 3,720  00  2,902  06  817  94 

June  30,  1914 4,490  00  2,812  75  1,677  25 

June  30,  1915 5,133  87  2,802  28  2,331  59 

Jane  30,  1916 5,082  39  3,411  53  1,670  86 

June  30,  1917 5,352  52  3,268  24  2,084  28 

TOTAL $27,278  78     $17,739  21       $9,539  57 

Applicant  withdrew  the  sum  of  $2,739.28  from  the  net 
income  as  profit  and  invested  $6,239.89  of  the  income  in  the 
property,  leaving  a  surplus  of  $560.45. 

Applicant  contends  for  a  return  of  8  per  cent,  per  annum 
upon  the  investment,  regardless  of  the  source  of  the  funds, 
whether  out  of  his  own  pocket  or  from  the  operating  reve- 
nues.    The  percentage  is  not  unreasonahlo  iii  view  of  th*^ 
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oxcellent  maimer  in  which  the  business  has  been  conducted, 
both  from  the  standpoint  of  finance  and  service.  He  is  enti- 
tled in  law,  however,  to  a  return  only  upon  his  own  capital 
invested  in  the  property.  A  computation  of  the  return  to 
the  owner  on  this  basis,  dating  the  additions  of  capital  from 
the  first  of  the  year  following  the  additions,  gives  the  sum 
of  $6,225  as  the  amount  of  return  due  to  June  30,  1918. 
Deducting  the  profit  withdrawn  during  that  period  of 
$2,739.28  gives  the  sum  of  $3,485.72  as  the  amount  of  profit 
invested  in  the  property,  amounting  in  effect  to  the  addition 
of  so  mueli  capital.  Adding  this  to  the  capital  invested  by 
the  owner  from  his  own  resources  gives  the  sum  of 
$21,015.72  as  the  capital  invested  in  the  property  on  Juno 
30,  1918. 

The  cost  of  conducting  the  business  has  increased  con- 
siderably during  the  current  year,  due  to  the  advance  in 
prices  of  labor  and  material.  The  average  monthly  cost  for 
the  first  seven  months  of  the  year  are  shown  to  be  $427.25, 
or  $5,127  annually.  Applicant  has  since  increased  wages 
10  per  cent,  and  represents  that  a  further  advance  in  wages 
M'ill  have  to  be  made  in  order  to  hold  his  employees.  The 
advance  of  10  per  cent,  amounts  to  $336  annually,  and  it  is 
safe  to  assume  tiiat  an  additional  5  per  cent,  advance  will 
liave  to  be  made.  The  expenses  for  the  coming  year  are 
therefore  estimated  at  $5,630,  to  which  must  be  added  an 
allowance  of  $1,680  as  a  return  upon  the  capital  invested, 
making  the  annual  budget  $7,310.  The  revenires  under 
the  proposed  rates,  assmning  that  there  will  be  no  loss  of 
subscribers,  and  including  commissions  from  toll  business 
and  other  revenues,  will  amount  to  $7,066  per  annum. 

The  Commission  finds,  therefore,  that  the  proposed 
increase  of  rates  is  reasonable,  subject,  however,  to  the 
limitation  of  return  to  the  owner  of  no  more  than  8  per 
cent,  per  annum  upon  the  capital  invested  in  the  propert>- 
from  his  own  resources,  and  upon  the  reinvestment  of 
return  in  the  property  to  the  extent  it  is  done. 

The  attention  of  the  applicant  is  called  to  the  imprudence 
of  investing  all  of  his  net  income  in  the  property  over  and 
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'  above  that  due  him  as  a  retam,  as  all  of  this  surplus  will 
doubtless  be  needed  for  maintenance  purposes  before  long. 
A  plant  of  the  size  and  age  of  that  under  consideration 
should  have  a  reserve  for  maintenance  purposes  in  an- 
amount  equal  to  10  per  cent,  or  15  per  cent,  of  its  cost,  or 
from  $2,000  to  $3,000;  and  in  order  to  make  it  available 
when  needed  it  should  be  in  the  form  of  cash  in  bank  or 
securities  which  may  be  realized  upon  readily  in  case  of 
need.  Applicant  will,  therefore,  be  prohibited  from  invest- 
ing any  of  the  operating  revenues  in  the  property  beyond 
■   the  amount  due  him  as  a  return  upon  his  investment 

Obder. 
It  is,  therefore,  ordered  by  the  Nebraska  State  Railway 
Conwiission,  That  the  applicant  be,  and  the  same  is  hereby, 
authorized  and  directed  on  and  after  February  1,  1919,  to 
charge,  collect  and  receive  rates  of  charge  for  telephone 
f-ervice  furnished  by  his  property  located  in  Western, 
Xebrasl^a,  and  vicinity  as  follows : 

Per  Month 

One-party  buainesB -' $2  60 

Two-party  business 2  00 

One-par^  residence  1  75 

Two-party  re^dence 1  60 

Fonr-party  residence   i 1  26 

Farm   1  50 

Extension  sets,  additional 50 

Extension  bells,  additional 25 

subject  to  the  following  conditions : 

1.  That  no  greater  return  shall  inure  to  the  applicant 
than  8  per  cent,  per  annum  upon  the  capital  invested  in 
the  property,  including  any  deferred  return  to  the  appli- 
cant that  may  be  so  invested ; 

2.  That  none  of  the  operating  revenues  be  used  in  making 
additions  or  betterments  to  the  property  other  than  that 
portion  inuring  to  the  owner  as  a  return  in  accordance 
with  the  preceding  condition. 

Made  and  entered  at  Lincoln,  Nebraska,  this  nineteenth 
day  of  December,  1918. 
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In  re  Appucation  of  Wyoming  and  Nebraska  Telephone 
Company  for  Authority  to  Inceeasb  Toll  ajjd 
Exchange  Rates. 

AppliKatioii  No.  3736. 

Decided  December  31,  1918. 

Increuft  in  Ezdiange  and  Toll  Rfttes  Authorized  —  9  Per  Cent.  Fixed  for 
for  Maintenance  and  Beurre  for  DepreciaUtm  —  Valnatlon  not 
Mode  —  Percentage  Increase  in  Exchange  Rates  Die- 
approved  —  Dividenda  Limited  to  8  Per  Cent. — 
Basis  of  Ohaigee  to  Reserve  for  De- 
preciation Fnnd  Prescribed. 

Applicant,  which  owns  11  excbai^es,  two  of  which  are  outside  of  the 

State,  and  serves  2,250  subscribers  and  1,361  switched  farm  stationa,  and 
has  an  extensive  toll  system  several  hundred  miles  in  e>:teat,  songht 
anthority  to  increase  exchange  and  toll  rates  25  per  cent.  It  reported  th^ 
property  investment  at  approximately  $325,000,  and  $172,740  common 
stock  and  $157,244  otitstanding  short  term  notes.  The  Commission  esti- 
mated that,  allowing  9  per  cent,  of  $325,000  for  maintenance  and  resen'e 
for  depreciation,  and  8  per  cent,  interest  on  the  outstanding  ftotes,  the 
present  rates  would  produce  a  deficit  of  $9,563,  leaving  nothii^  for  divi- 
dends. The  proposed  rates  would  increase  revenues  by  approximately 
$17,000  per  year. 

Held:  That  a  uniform  percentage  increase  when  applied  to  exchange 
rates  would  result  in  rates  awkward  for  both  the  company  and  its  sub- 
scribers, and  certain  siiecifiu  rates  set  out  by  the  Commission  shontd  be 
authorized,  subject  to  a  prompt  payment  discount; 

That  applicant  .^lould  be  authorized  to  charge  to  subscribers  receiving 
regular  exchange  service,  toll  rates  25  per  cent,  greater  than  those  on  file, 
major  fractions  of  1  cent  to  be  counted  as  n  full  cent  in  the  computation, 
and  all  other  users  of  such  service  should  pay  the  same  rates  as  regular 
subscribers  with  additions,  in  the  case  of  chains  not  divisible  by  5,  of  an 
amount  sufficient  to  make  snch  divisions; 

That  in  view  of  the  operating  territory  and  the  lai^  wire  mileage 
required,  an  allow'ancc  of  10  per  cent,  for  maintenance  and  reserve  for 
depreciation  might  be  justified,  but  the  company  should  be  authorized  to 
set  up  9  per  cent,  of  the  fixed  capital  invested  for  such  purpose; 

That  dividends  should  not  exceed  8  per  c«nt,  upon  tlie  outstanding  com- 

That  the  basis  of  all  charges  to  reserve  for  depreciation  fund  should  be 
the  full  cost  of  replacements  made  in  kind  less  salvage  values  of  the  prop- 
erty displaced,  and  where  replacements  were  not  made  in  kind  should  be 
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the  reprodaetion  new  value  of  the  property  displaced,  as  of  the  time  of 
the  purchase  of  the  property  installed,  the  difference  in  valne  to  be  debited 
or  credited  to  plant  account  according  as  the  cost  of  the  property  installed 
sbonld  be  above  or  below  the  estimated  reproduction  new  value  of  the 
property  displaced; 

That  no  cost  incurred  in  the  consolidation  of  plants  or  properties,  other 
than  replacement  cost  of  property  constituting  a  part  of  the  property 
owned  by  applicant  in  the  first  instance,  should  be  chained  to  said  fund. 

FlBDINGS. 

Applicant  owns  and  operates  a  telephone  system  in  the 
extreme  northwest  portion  of  Nebraska,  comprising  11 
exchanges,  two  of  which  are  located  outside  the  State,  and 
an  extensive  toll  system  covering  a  territory  several  hun- 
dred miles  in  extent.  It  now  makes  application  for  author- 
ity to  increase  its  exchange  and  toll  rates  25  per  cent. 

Applicant  serves  2,250  subscribers,  for  whom  it  furnishes 
the  equipment,  and  in  addition  switches  1,361  farm  tele- 
phones, the  lines  and  instruments  of-  which  are  owned  by 
the  farmers. 

On  July  16,  1916,  the  Commission  issued  an  order  to 
the  Tri-State  Telephone  Company,  predecessor  of  the 
.Wyoming  and  Nebraska  Telephone  Company,  authorizing 
the  issuance  of  $75,000  of  bonds  and  $108,000  of  stock,  cov- 
ering the  investment  in  the  entire  system  to  that  date.  For 
reasons  not  necessary  to  discuss  here,  the  organization  of 
the  Tri-State  Telephone  Company  was  never  completed, 
and  later  the  corporation  as  it  now  exists  was  organized 
and  took  over  all  of  the  property  involved.  The  books 
were  opened,  however,  on  the  basis  of  $183,000  property 
investment,  the  sum  approved  by  this  Commission.  Later, 
certain  exchanges  were  purchased  and  extensive  additions 
and  betterments  were  made  to  the  property,  so  that  the 
property  investment  stands  today  at  approximately 
$325,000.  Not  having  checked  the  books  of  the  company 
from  the  date  of  the  hearing  in  the  stock  and  bond  case 
in  1916,  the  Commission  is  not  prepared  to  find  that  the 
figure  of  $325,000  represents  the  actual  investment  by  tlie 
stockholders  in  the  property,  although  testimony  to  that 
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effect  is  offered  in  the  record-  It  is  not  necessary  for  the 
purpose  of  this  case,  however,  to  definitely  d'^termine  what 
this  figure  should  be.  There  is  outstanding  at  the  present 
time  common  stock  in  the  amount  of  $172,740,  and  bills 
payable  in  the  form  of  short  term  notes  in  the  sum  of 
$157,244. 

The  applicant  asserts  that  due  to  war  conditions  its 
expense  of  operation  has  been  materially  increased.  The 
record  shows  that  applicant  has  lost  a  large  number  of 
trained  and  experienced  employees,  who  were  attracted  by 
higher  wages  paid  in  other  industries,  particularly  by  the 
railroad  companies  operating  in  the  territory  served  by 
the  telephone  company.  Substantial  increases  in  wages 
have  already  been  made  by  applicant,  and  it  anticipates 
that  other  increases  will  be  necessary  in  the  near  future. 
Not  only  have  increases  in  wages  been  necessary,  but  due 
to  the  necessity  of  employing  inexperienced  help  the  num- 
ber of  employees  has  been  increased,  tiius  materially  adding 
to  the  expense. 

A  statement  of  the  operating  expenses  for  the  month  of 
October,  1918,  is  submitted  as  follows: 
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Revenues: 

Subseribers'  stations $4,337  48 

ToU    2,283  46 

Miscellaneons  61  57 

TOTAL  16,682  M 

Expenses: 

Operation   $1,336  26 

Commercial    1,151  54 

General   1,300  02 

Uatntenance  and  depreciation  (9  per  cent,  of 

•  $325,000)    •  2,437  50 

TOTAL  $6,225  32 

Operating  income $457  19 

Taxes  $225  00  225  00 

NET  OFXRATIh'G  INCOME $232  19 

Interest  (8  per  cent  on  $157,244) $12,579  52 

Deducting  annaal  net  income t  2,784  00 

t  $9,563  00 


*  This  seems  to  be  a  manifest  error. 
fAn  error  is  apparent. 

The  item  for  maintenance  and  depreciation  in  the  above 
statement  is  based  on  9  per  cent,  of  the  present  property 
value  of  $325,000.  The  charge  for  this  purpose  submitted 
by  applicant  for  the  month  of  October  was  $2,895.60,  but 
this  amount  was  above  the  normal  because  of  certain  read- 
justments due  to  depletion  of  the  fund  in  June  to  enable 
the  company  to  meet  its  dividend  payments.  It  is  possible 
that  the  tei-ritory  in  which  this  company  operates  and 
the  large  wire  mileage  required  to  serve  both  its  toll  and 
exchange  patrons  would  justify  an  allowanee  of  10  per 
cent,  for  maintenance  and  depreciation.  Such  an  allow- 
ance would  increase  the  deficit  as  above  shown. 

It  will  be  noted  from  this  statement  that  the  company  is 
barely  paying  its  actual  operating  expenses,  without  any 
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surplus  for  interest  or  dividends.  The  increase  in  expenses 
anticipated  by  the  company  will  necessarily  increase  the 
amount  of  the  deficit.  It  is  apparent,  therefore,  that  the 
claim  of  the  company  for  additional  revenues  is  amply  justi- 
fied, and  that  it  should  be  permitted  to  increase  its  rates. 

Applicant  has  asked  for  the  straight  percentage  increase 
of  25  per  cent,  for  both  exchange  and  toll  rates.  In  view 
of  the  fact,  however,  that  a  uniform  percentage  increase 
when  applied  to  exchange  rates  will  result  in  rates  awkward 
for  both  the  company  and  its  subscribers,  the  Commission 
finds  that  certain  specific  rates  hereinafter  named  in  the 
order  should  be  approved.  The  percentage  increase  may  be 
applied  as  a  surcharge  to  toll  rates  without  the  same  incon- 
venience as  applies  to  exchange  rates.  The  increases 
resulting  from  the  rates  to  be  approved  by  the  Commis- 
sion will  amount  to  approximately  $17,000  per  year.  After 
(he  anticipated  increases  in  expenses  are  paid  and  the 
interest  on  the  outstanding  curreftt  liabilities,  there  will  be 
a  surplus  available  for  dividends,  although  it  is  impossible 
at  this  time  to  estimate  what  that  amount  will  be.  No 
greater  return  will  be  permitted  to  the  holders  of  notes 
and  stock  than  has  been  paid  in  the  past.  The  increase  of 
rates  will  also  be  limited  to  six  months  from  the  effective 
date  of  this  order,  subject  to  continuation  by  the  Commis- 
sion on  due  proof  of  the  necessity. 

Monthly  reports  of  revenues  and  expenses,  including 
appropriations  to  the  depreciation  reserve  fund  and 
expenditures  on  that  account,  will  be  required  so  as  to 
enable  the  Commission  to  keep  advised  as  to  the  results  of 
the  increase.  In  this  connection,  applicant  should  be 
advised  that  it  should  make  an  effort  to  refinance  its  com- 
pany with  the  object  of  reducing  its  bills  payable  and  eon- 
verting  them  into  some  form  of  long  time  obligations,  bear- 
ing a  lower  rate  of  interest.  The  present  is  probably  not 
an  opportune  time  for  such  refinancing,  but  the  company 
should  have  it  in  mind  so  that  it  will  be  effected  at  the 
earliest  possible  date. 
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Obdeb. 
It  is,  therefore,  ordered,  That  the  Wyoming  and 
Nebraska  Telephone  company  be,  and  the  same  is  hereby, 
authorized  and  directed  on  and  after  January  1,  1919,  and 
for  a  period  of  six  months  thereafter,  to  charge  and  eoHeet 
the  following  sehednle  of  monthly  rates  for  the  service 
described  at  the  exchanges  named,  to-wit: 

Belmont: 

Individual  businesa    ?2  Tf- 

Individnal  residence  2  00 

Switching  service 60 

Chadron: 

Individual  business 3  25 

Individual    residence    2  00 

Party  residence 1  75 

Farm   2  00 

Switching  service    ■. 60 

Business  extension   1  26 

Private  branch  exchange 75 

Residence  estension   75 

Switching  service 60 

Craieford: 

Individual  business 3  25 

Individual  residence 2  00 

Party  residence  1  75 

Farm   2  00 

Switching  service 60 

Business  extension , 1  26 

Private  branch  exchange 75 

Residence  extension   ; 75 

Crookston : 

Individual  business 3  25 

Individual  residence  2  00 

Party  residence  1  50 

Switching  service 60 

Gordon  : 

Individual  business 2  60 

Individual  residence  1  75 

Party  residence  1  60 

Switching  service 60. 
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Bmriion: 

Individnal  business $2  75 

Individnal  residence 2  00 

Switching  service GO 

Business  extension 1  25 

RtuhvOle: 

Individual  business 2  75 

Individual  residence 2  00 

Switching  service 6n 

FalmlHM.- 

Individual  business 3  25 

bidividual  residonce 2  00 

F»rm  2  00 

Switdiing  service 60 

Individual  business 2  75 

Individual  re^dence 3  00 

Fann   2  00 

Switching  service 60 

On  business,  residence  and  party  farm  service  a  discoiint 
from  the  above  rates  of  25  cents  per  month  will  be  alloved 
where  payment  is  made  at  the  office  of  the  exeban^  on  or 
before  the  fifth  of  the  month.  On  the  rates  for  swit^^hing 
service  a  discount  of  $1.00  will  be  allowed  where  payment 
is  made  annually  in  advance  by  the  officers  of  the  line. 

All  rates  and  rules  filed  in  this  ofGee  in  eonflict  herewith 
are  hereby  cancelled,  bnt  all  other  rates  and  rules  not  in 
conflict  Jierewith  remain  in  fnll  force  and  effect,  sobjeet 
lo  the  condition  that  the  revenues  derived  from  the  rates 
in  effect  at  each  and  every  of  said  exchanges,  plus  25  per 
i-eiit.  of  all  revenue  derived  from  apjtlicant's  toll  business 
origiiiatii)^  at  said  exchanires  respectively,  and  all  other 
revenues  of  said  eschanses.  shall  be  used  and  expended 
<'nly  as  follows,  to  «it : 

1.  In  defra>ing  the  costs  of  oi>erating  said  exchange 
properties  respectively,  including  taxes,  insurance,  losses. 
damages  and  general  expenses, 

2,  In  defraying  the  cost  of  maintaining  said  exchange 
pro]>erTies.  respectively,  in  an  efficient  operating  cyndition 
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and  of  creating  a  reserve  for  unrealized  depreciation,  the 
combined  amoimt  of  which  shall  be  9  per  cent  per  annnm 
of  the  fixed  capital  invested  by  applicant  in  said  properties, 
respectively. 

3.  In  paying  interest  on  applicant's  floating  indebted- 
ness and  dividends,  not  to  exceed  8  per  cent,  upon  the  out- 
standing common  stock. 

4.  The  remainder  of  said  local  exchange  revenues,  if 
any,  shall  be  credited  to  a  surplus  account  for  the  purpose 
of  paying  any  deficit  that  may  arise  in  the  discharge  of  any 
of  the  requirements  above  mentioned. 

It  is  further  ordered,  That  the  basis  of  all  charges  to 
applicant's  Reserve  for  Accrued  Depreciation  fund  shall 
be  the  full  cost  of  replacements  made  in  kind,  less  salvage 
values  of  the  property  displaced.  Where  replacements  are 
not  made  in  kind  the  basis  of  charge  shall  be  the  reproduc- 
tion new  value  of  the  property  displaced  as  of  tiie  time  of 
the  purchase  of  the  property  installed;  and  the  difference 
between  that  cost  and  the  cost  of  the  property  installed 
shall  be  debited  or  credited  to  plant  account  according  as 
the  cost  of  the  property  installed  shall  be  above  or  below 
the  estiidated  reproduction  new  value  of  the  property  dis- 
placed. No  other  charges  of  any  nature  shall  be  made  to 
£aid  fund,  and  particularly,  no  costs  incurred  in  the  con- 
solidation of  plants  or  properties  other  than  replacement 
costs  of  property  constituting  a  part  of  the  property  owned 
by  applicant  in  the  first  instance. 

//  is  further  ordered,  That  the  Wyoming  and  Nebraska 
Telephone  company  be,  and  the  same  is  hereby,  authorized 
and  directed  on  and  after  January  1, 1919,  and  for  a  period 
of  six  months  thereafter,  to  charge  to,  and  collect  and 
'  receive  from,  subscribers  receiving  regular  exchange  serv- 
ice, rates  of  charge  for  long  distance,  or  toll,  communica- 
tions in  amount  equal  to  25  per  cent,  greater  than  the  rates 
now  on  file  with  the  Commission  for  such  service,  major 
fractions  of  one  cent  to  be  counted  as  a  full  cent  in  the  com- 
jjutation.  To  all  other  u.sers  of  such  service  the  rates  of 
charge  shall  be  the  same  as  to  regular  subscribers,  with 
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additions  in  the  case  of  charges  not  divisible  by  5,  or  an 
amount  snfficient  to  make  such  division. 

It  is  further  ordered.  That  the  exchange  and  toll  rates 
hereby  superseded  shall  be  restored  and  again  become  effec- 
tive on  July  1,  1919,  unless  otherwise  ordered  by  the  Com- 
mission prior  to  said  date,  and  that  jurisdiction  of  the 
instant  matter  be  retained  for  all  purposes  within  the  issues 
thereof. 

Whereas,  cm  emergency  exists,  This  order  shall  be  in  full 
force  and  effect  on  and  after  January  1, 1919. 

Made  and  entered  at  Lincoln,  Nebraska,  this  thirty-firsf 
day  of  December,  1918. 
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Public  Service  CommiflBion. 

In  re  Installation  and  Moving  Charges  Authorized  by 
Postmaster  General. 

Order  No.  829. 

Decided  December  3,  1918. 

Infltallation  and  Moving  Charges  EstaliliBlied  by  FoBtmaatei  Oeoeral, 

u  Modified  by  Order  No  2362,  Avthomed  on  Less  Than 

Statutory  Notice. 

Ordbr. 
The  Postmaster  General  of  the  United  States  having  on 
November  18,  1918,  pursuant  to  authority  vested  in  him 
by  the  President  of  the  United  States  in  his  proclamation 
of  July  22,  1918,  issued  Order  No.  2352,  modifying  Order 
No.  1931,  issued  by  the  Postmaster  General  on  August  28, 
1918,  and  it  appearing  that  said  Order  No.  2352  prescribes 
certain  installation  and  moving  charges  for  all  telephone 
companies  operating  under  Federal  control,  which  said 
charges  are  in  all  respects  reductions  to  similar  rates  and 
charges  provided  for  by  said  Order  No.  1931,  and  author- 
ized* by  this  Commission  to  be  placed  in  effect  one  day 
after  filing  with  this  Commission,  and  that  therefore  it 
is  desirable  and  in  the  public  interest  that  the  rates  pro- 
vided for  in  said  Order  No.  2352  shall  become  effective  on 
less  than  statutory  notice, 

It  is  ordered,  That  all  telephone  companies  operated 
under  Federal  control,  ■within  said  State,  be,  and  hereby  are, 
authorized  to  put  in  force  one  day  after  filing  with  this 
Commission  the  rates  and  charges  provided  for  in  Order 
No.  2352  of  the  Postmaster  General  of  the  United  States, 
dated  November  18,  1918. 

By  order  of  the  Public  Service  Commission  this  thir.! 
(lay  of  December,  1918. 


•  See  Cominission  Leaflet  No.  83,  p.  1646. 
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Board  of  Public  Utility  Oommissioners. 

In  re  Petition  or  Delawake  and  Atlantic  Telegraph  and 
Telephone  Company  and  North  Jersey  Telephone 
Company  for  Approval  of  a  Lease. 

Decided  December  3,  1918. 
Petftion  to  Approre  Lease  of  Telepbone  Plant  Deniod. 

The  Delaware  and  Atlantie  Telegraph  and  Telephone  Company  and 
North  Jersey  Telephone  Company  songht  approval  of  a  leaae  of  the 
former'B  plant  to  the  tatter  for  a  period  of  twenty-five  years,  at  a  rental 
of  $24-75  per  annum  for  the  first  five  years  and  thereafter  $2,610  per 
annunf,  lessee  to  pay  all  taxes,  maintain  the  property  and  make  necessary 
changes,  niodifieations,  additions  or  replacements,  etc. 

Held:  That  as  the  value  claimed  of  $43,500  was  based  on  nnit  prices 
considerably  in  excess  of  those  used  in  the  1912  appraisal  of  the  property, 
and  in  excess  of  unit  prices  used  in  the  same  territory  within  the  period 
1912  to  1918  in  other  appraisals,  and  as  the  Commission  had  approved 
transfers  of  property  during  the  past  year  by  the  New  Jersey  Telephone 
Company  and  New  York  Telephone  Company  at  tower  figures  than  those 
given  in  the  appraisal,  the  appraised  value  was  greater  than  the  true 
value  of  the  property,  the  proposed  rental  to  be  paid  on  such  a  value 
would  be  excessive  and  would  be  reflected  in  the  rates,  and  the  lease  wonld, 
therefore,  not  be  approved. 


On  September  14,  1918,  the  Delaware  and  Atlantic  Tele- 
graph and  Telephone  Company  and  the  North  Jersey  Tele- 
jjhone  Company,  both  corporations  of  this  State,  filed  a 
petition  alleging  that  the  Delaware  and  Atlantic  Telegraph 
end  Telephone  Company  was  the  owner  of,  and  operated 
a  certain  telephone  plant  which  furnished  telephone  serv- 
ice to  certain  subscribers  in  the  counties  of  Warren,  Hun- 
terdon and  Morris ;  that  the  North  Jersey  Telephone  Com- 
pany was  authorized  by  law  to  engage  in  the  business  of 
furnishing  telephone  service  throughout  the  State  of  New 
Jersey,  and  more  particularly,  to  furnish  telephone  service 
in  the  counties  of  Warren,  Hunterdon  and  Morris;  that  for 
740 
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their  mutual  advantage,  and  for  the  purpose  of  avoiding 
duplication  of  telephone  service,  and  for  the  more  eco- 
nomic telephonic  operation  of  the  territory  involved,  they 
entered  into  an  agreement  on  September  11,  1918,  whereby 
the  Delaware  and  Atlantic  Telegraph  and  Telephone  Com- 
pany leased  to  the  North  Jersey  Telephone  Company  cer- 
tain of  its  telephone  exchanges  and  toll  plants,  and  assigned 
all  of  its  subscribers'  contracts  and  certain  other  contracts 
"  in  certain  territories  in  said  counties,  under  the  terms  and 
conditions  more  particularly  and  at  length  set  forth  in 
said  agreement. 

The  petition  requests  the  approval  of  said  agreement. 

Hearings  were  held  September  25  and  October  2,  1918. 
The  agreement  referred  to  was  offered  in  evidence.  It 
provides  for  the  leasing,  by  the  'Delaware  and  Atlantic  Tele- 
graph and  Telephone  Company  to  the  North  Jersey  Tele- 
phone Company,  [of]  all  of  its  poles,  cross-arms,  brackets, 
insulators,  aerial  wires  and  cables,  including  terminals  and 
other  appurtenances,  conduits,  manholes,  underground 
cables,  outside  and  inside  fixtures  and  wiring  on  sub- 
scribers' premises,  subscribers'  station  apparatus,  (except- 
ing transmitters  and  receivers),  central  office  and  .private 
branch  exchange,  switchboards  and  equipment,  and  all 
associated  telephone  apparatus  and  appliances  of  the  lessor 
company  iii  the  territory  designated,  from  which,  however, 
it  excepts  certain  pole  lines  and  private  branch  exchanges 
therein  referred  to. 

The  rental  provided  for  is  $2,175  a  year  during  the  first 
five  years,  and  thereafter  at  the  rate  of  $2,610  a  year,  as 
well  as  all  taxes  thereafter  levied  and  assessed  upon  said 
property;  the  lessee  to  maintain  the  property  and  pole 
lines,  make  all  changes,  modifications,  additions,  or  replace- 
ments to  the  projierty  during  the  term  of  the  lease,  which 
is  twenty-five  years.  The  lessor  company  also  assigns, 
by  the  lease,  all  contracts  made  by  lessor  with  the  sub- 
fscribers  in  the  territory,  as  well  as  certain  other  contracts 
specifically  referred  to.  The  lease  contains  provisions  for 
Ihe  restoration  and  return  of  the  property  to  the  lessor, 
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witli  all  additions  and  replacements  made  to  it  by  the  les- 
see, under  the  conditions  provided  in  the  lease  upon  default 
of  any  of  the  terms  and  conditions  thereof. 

The  value  of  the  property,  as  of  the  date  of  the  agree- 
ment or  lease,  is  claimed  to  be  $43,500. 

The  lease  contains  these  paragraphs  as  to  value : 

"  If  the  value  of  said  jiroperty  npon  the  tennination  of  this  ^recmcnt 
under  any  of  the  provisions  hereof,  calculated  at  the  unit  value  used  to 
obtain  its  value  at  the  date  of  leasing,  ia  less  than  the  value  thereof  on  tJie 
date  of  this  a^preetnent,  then  leasee  shall  pay  to  lessor  the  difference  in  the 
value  of  said  property  on  said  dates. 

If  the  value  of  said  property  upon  the  tennination  of  this  agreement 
under  any  of  the  provisions  hereof,  calculated  at  a  no  lower  unit  value 
than  that  used  to  obtain  its  value  at  the  date  of  leasing  up  to  the  amount 
of  $43,500  is  more  than  the  value  thereof  on  the  date  of  this  agreement, 
then  lessor  shall  pay  to  lessee  the  difference  in  the  value  of  said  property 
on  said  dates. 

If  the  parties  hereto  shall  be  unable  to  agree  upon  the  value  of  sa^d 
property  on  the  date  of  the  termination  of  this  agreement,  the  matter  in 
dispute  shall  be  referred  to  arbitration ;  one  arbitrator  to  be  chosen  by 
lessor,  one  by  lessee,  and  a  thin!  by  the  two  ao  chosen.  The  decision  of 
said  arbitrators,  or  that  of  a  majority  of  them,  shall  be  final  and  conclusive. 
The  expense  of  such  arbitration  shall  be  borne  equally  by  the  parties 
hereto," 

Mr,  Smith,  president  of  the  North  Jersey  Telephone 
Company,  opened  the  hearing  as  follows: 

"  Mr.  Smith.  This  is  an  application  for  the  ratification  of  a  lease 
between  the  Delaware  and  Atlantic  Tel^crapb  and  Telephone  Company 
and  the  North  Jersey  Telephone  Company  for  the  property  of  the  Wash- 
ington exchange  in  Warren  County  and  with  (tther  lines  running  from 
the  exchange  to  Fleniington  and  to  Haokettstown  and  a  private  branch 
exchange  operating  in  Highbridge.  It  is  a  part,  in  fact  it  is  the  first  pnrt, 
central  part  and  key,  of  the  whole  program  started  a  couple  of  years  ^o 
to  consolidate  the  small  companies  operating  in  Hunterdon  and  Warren 
Counties.  We  worked  on  that  program  off  and  on  ever  since,  until  a  year 
ago  last  November,  or  December  —  December  it  was  —  when  we  came 
before  your  Board,  on  behalf  of  the  North  Jersey  Telephone  Company, 
and  got  yonr  consent  to  issue  $3,000  worth  of  organization  stock.  Dp 
to  that  time  it  lay  dormant. 

That  WHS  pressed  quite  vigorously  until  up  to  the  Ix^nning  of  the  war; 
after  which,  for  some  reason  or  other,  I  don't  know  why,  we  didn't  pro- 
ceed at  all.    Later  on  the  work  was  taken  up. 
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Vfe  have  pn^!;Tessed  as  far  &s  getting  an  inventory  and  appraisal  of  all 
of  th«  companies  operating  in  Hnnterdon  and  Warren  Connties,  with  the 
exception  of  two,  and  some  other  small  companies,  and  agreements,  tenta- 
tive agreements,  were  entered  into  with  all  except  three.  Some  of  them, 
however,  one  of  them  particnlarly,  we  found  it  necessary  at  the  last  minute 
to  revise,  so  we  won't  be  quite  ready  on  behalf  of  those  eonipanic*  to 
present  an  application  for  lease  or  for  porcbase.  But  other  companies 
will  be  coming  in  from  time  to  time  in  the  eottree  of  the  next  month  to 
present  petitions,  five  or  six  companies  besides  this  one. 

Commissioner  Slacuin.  Why  wouldn't  it  be  better  to  present  all  yonr 
petitions  and  that  they  be  heard  at  one  timeT 

Mr.  Smith:  This  is  the  key,  the  most  important  one,  and  we  find  it 
very  desirable  to  have  the  action  of  this  Board  on  this  petition,  we  think, 
before  we  press  the  others;  for  several  reasons,  which  we  wonld  he  very 
glad  to  go  into  at  length  if  vou  think  desirable. 

Commissioner  Slacum.  There  are  several  very  good  reasons  why  they 
should  he  considered  at  the  same  time.  Here  you  are  having  an  inventory 
and  appraisal  made  nf  this  property  at  higher  unit  costs  and  the  result 
will  be  a  higher  charge  to  the  telephone  takers. 

Afr,  Smith.  No.  J  think  yon  will  find  this  is  at  a  higher  unit  cost  of 
appraisal  than  any  of  the  properties  we  have  taken  over,  but  this  is  neces- 
sary for  several  reasons;  it  is  the  center  of  our  operating  units;  it  is  the 
hub  of  our  whrel,  so  to  speak.  The  property  being  bought  from  a  com- 
pany in  which  the  construction  I'harges  were  higher,  and  the  cost  of  con- 
struction higher  than  any  other  company  we  will  be  doing  business  with,  or 
most  any,  there  may  be  one  other,  we  will  have  to  pay  the  unit  costs  we 
have  to  pay  in  this  case. 

Commissioner  Slocnm.  Yes;  but  the  Delaware  and  Atlantic  leases  this 
property,  and  the  rentals  you  propose  paying  the  Delaware  and  Atlantic 
would  involve  a  higher  telephone  chai^  to  he  collected.  We  ought  not  to 
be  in  any  hnrry  to  establish  new  companies  to  collect  higher  toll. 

Mr.  Smith.  Well,  I  think  that  is  an  assumption  so  far,  that  it  would 
involve  higher  telephone  charges.  As  far  as  we  have  shown  it  is  Inott  — 
Ed.l  true. 

Commisitiouer  Slociim.  It  is  true.  The  whole  examination  of  your 
papers  show  that. 

Mr.  Smith.  Higher  telephone  charges  are  probably  indicated  in  all 
eases.  There  will  be,  eventually,  rate  cases  that  will  come  before  you  for 
the  entire  unit  when  the  thing  is  started.  That  is  one  thing  we  desire  to 
get  moving  right  away.  We  desire  to  get  the  operation  of  this  first  unit 
started,  and  we  can't  get  it  started  until  this  hub  is  (treated.  It  works  all 
around  this  particular  Delaware  and  Atlantic  property." 

The  engineer  of  appraisals  of  the  Delaware  and  Atlantic 
Telegraph    and    Telephone    Company    testified    that    the 
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appraisal,  upon  which  the  value  was  stated  of  the  prop- 
erties leased  and  specified  in  the  agreement,  was  made 
under  his  supervision.  He  presented  exhibits  showing  the 
unit  costs  which  had  been  applied  to  the  different  elements 
of  property.  The  engineer  is  also  engineer  for  the  Bell 
Telephone  Company  of  Pennsylvania,  and  the  Central  Dis- 
trict and  IHamond  State  Telephone  Company.  Cross- 
examination  as  to  the  unit  prices  used  by  him  in  other 
appraisals,  in  the  same  territory,  within  the  period  1912- 
1918,,  and  a  comparison  of  tiie  unit  prices  used  by  him  in 
other  appraisals,  indicated  clearly  that  the  unit  prices  used 
generally,  in  the  present  appraisal,  and  particularly  applied 
to  .the  larger  element  of  property,  were  higher  than  those 
used  by  him  in  other  cases. 

It  has  not  been  possible  to  cheek  up  all  of  the  prices 
listed,  but  an  inspection  of  the  same  indicates  that  they 
are  considerably  in  excess  of  the  unit  prices  used  in  the 
1 912  appraisal  of  the  property  of  the  Delaware  and  Atlantic 
Telegraph  and  Telephone  Company;  and  also,  that  they 
are  very  much  in  excess  of  the  prices  which  must  have  been 
used  by  the  same  company  in  arriving  at  the  value  of 
various  parcels  of  property,  which  it  had  heretofore  sold 
or  leased  to  various  smaUer  companies  operating  in  the 
^ame  or  adjacent  territory  in  this  State.  Certain  transfers 
of  property  to  the  New  Jersey  Telephone  Company  by  the 
New  York  Telephone  Compfuiy,  and  from  tli"  New  Jersey 
Telephone  Company  to  the  New  York  Telephone  Company, 
which  were  approved  by  us  during  the  past  year,  were  also 
at  much  lower  figures  than  those  given  in  the  appraisal 
presented.  The  prices  are  considerably  higher  than  any 
values  that  have  been  indicated  in  various  proceedings 
involving  independent  companies  operating  in  the  general 
location  of  this  territory. 

It  therefore  appears  that  the  appraised  value  of  the 
])roperties  leased  is  greater  than  the  true  value  of  the  prop- 
erty. The  proposed  rental  to  be  paid  on  such  a  value  would 
be  excessive,  and  would  consequently  reflect  in  the  rat«s  to 
be  charged  by  the  North  Jersey  Telephone  Company. 
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The  Board  has  no  objection  to  the  general  plan  of  the 
North  Jersey  Telephone  Company  to  take  over  and  operate 
a  number  of  existing  independent  companies  in  this  terri- 
tory. Such  a  plan,  when  carried  out,  will  result  in  more 
economic  and  efficient  telephone  service  in  the  territory, 
but  it  is  important  that  in  taking  over  the  properties  either 
by  purchase  or  lease,  the  values  of  the  properties  taken, 
and  the  terms  upon  which  the  same  are  taken,  shall  not  be 
such  as  will  hereafter  reflect  in  the  rates  to  an  extent  that 
Ihey  will  increase  them  to  an  unreasonable  degree.  For 
these  reasons  we  withhold  our  approval  of  the  lease. 

Dated  December  3, 1M8. 
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Public  Service  CommissioiL —  Second  District. 

Eugene  Cohn  v.  New  York  Telephone  Company. 
Case  No.  6484. 

Decided  December  12,  1918. 

Adoption  of  Written  Rule  that  Service  Sbonld  sot  be  Cut  Off  Fendins 
Suit  <m  Disputed  BiB,  Not  Ordered. 

Opinion  and'  Order. 
Eugene  Cohn  complained  to  this  Commission  alleging 
that  he  is  charged  for  more  local  telephone  calls  than  he 
uses  at  his  office  No.  32  Broadway,  New  York  City;  that  he 
desires  to  litigate  the  matter  bat  that  the  company  threatens 
to  cut  off  the  service  unless  he  pays  its  bills.  A  public 
hearing  on  this  complaint,  after  answer  by  the  company, 
was  held  by  Chairman  Hill  of  this  Commission  in  New 
York  City  on  November  11,  1918,  at  which  those  named 
above  appeared.  Complainant  reiterated  that  the  object 
of  his  complaint  was  in  the  public  interest,  that  the  com- 
pany should,  where  good  faith  is  shown,  be  forbidden  to 
cut  off  telephone  service  in  the  case  of  non-paid  disputed 
bills,  where  the  subscriber  notifies  it  he  intends  to  litigate 
the  matter  in  tlie  courts.  At  this  hearing  Mr.  Bums  for 
the  company  stated 

"All  we  aek  the  subscriber  is  to  let  us  know  what  he  intends  to  do.  If 
the  sabscrib«r  lets  us  know  that  be  intends  to  bring  suit,  or  wants  to 
bring  suit  and  thnt  he  wants  the  aHowance  made,  he  gi?ts  it  as  a  matter  of 
right,  not  as  of  grace  from  us;  he  gets  it  as  a  matter  of  right." 

This  statement,  as  shown  by  the  balance  of  the  record, 
refers  to  the  company  not  cutting  off  service  pending  suit 
on  disputed  bills,  and  it  seemed  to  be  satisfactory  to  com- 
plainant; as  it  also  applies  to  any  other  subscriber,  the 
Commission  does  not  feel  justified,  at  least  on  its  present 
746 
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knowledge,  in  ordering  the  company  to  embody  it  in  a 
written  rule. 

For  these  reasons, 

//  is  ordered,  That  this  case  is  hereby  closed  on  the 
lecords  of  the  Conomission. 
December  12,  1918. 


The  Export  Corporation,  I/td,  v.  New  York  Telephone 
Company. 

Case  No.  6533. 

Decided  December  12,  1918. 

0(Hnp]»iiit  as  to  OverchargeB  for  Local  Heasored  Ssrvice  Da«  to  Oom- 
paiLf's  Method  of  Crediting  Wrong  Calls,  Dismlusd. 

Opinion  and  Obdeb. 

The  Export  Corporation,  Ltd.  of  New  York  City,  com- 
plained to  this  Commission,  alleging  that  complainant  is 
charged  for  more  local  telephone  calls  than  it  uses  at  its 
oflSce  No.  29  Broadway,  New  York  City;  and  alleging  the 
belief  that  the  overcharges  are  due  to  the  company's 
method  of  keeping  track  of  wrong  number  calls ;  that  these 
overcharges  will  average  10  per  cent,  of  complainant's 
total  monthly  calls.  Public  hearings  on  this  complaint, 
after  answer  by  the  company,  were  held  by  Chairman  Hill 
of  this  Commission  in  New  York  City  on  November  11  and 
25, 1918,  at  which  Uiose  named  above  appeared. 

It  appears  that  the  complaint  is  really  in  the  nature  of 
a  suggestion  or  demand  that  the  telephone  company  can 
improve  its  service  by  installing  a  push  button  to  record 
the  credits  just  as  they  are  at  present  resorting  to  a  push 
button  to  charge  the  calls. 

It  appears  that  the  practice  of  the  telephone  company  in 
charging  to  the  calling  customer  his  telephone  calls  on 
measured  rate  is  to  record  the  call  after  the  communication 
lias  been  consomraated.    If  after  that  is  done  it  turns  out 
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that  the  wrong  number  has  been  given  or  that  for  any  other 
]-eason  an  improper  charge  has  been  made,  the  operator 
credits  the  call  back  to  the  customer  by  writing  with  a 
pencil  a  credit  slip,  which  passes  in  dne  course  to  the 
accounting  ofEcer,  and  the  complainant  insists  that  a 
mechanical  credit  system  would  be  more  reliable  than  the 
present  manual  system. 

It  appears  in  tlie  previous  cases  of  Ostro  v.  New  York 
Telephone  Company*  (Opinion  No.  236),  and  Tracey 
V.  New  York  Telephone  Company^  {Opinion  No.  317), 
that  exhaustive  investigations  have  been  made  by  the  Com- 
mission on  the  subject  of  the  accuracy  attained  in  the  prac- 
tice by  the  telephone  company  in  recording  measured  calls, 
and  the  Commission  has  satisfied  itself  that  the  errors  do 
not  exceed  between  1  and  2  per  cent.  It  should  be  borne 
in  mind  that  these  errors  are  not  necessarily  on  the  average 
aU  against  the  customer.  It  does  not  appear  that  the  sug- 
gested alteration  in  method  has  ever  been  in  use  or  that 
any  one  has  invented  such  a  method.  The  officials  of  the 
telephone  company  state  that  such  a  change  would  cost  for 
the  New  York  City  system  $10,000,000.  It  is  clear  that 
there  is  no  system  possible  by  which  the  personal  equation 
would  be  entirely  eliminated  from  the  registering  of  these 
calls,  and  in  view  of  what  we  may  consider  the  established 
fact  that  the  errors  are  less  than  2  per  cent.,  and  even  if 
we  consider  that  the  estimate  of  $10,000,000  for  making 
the  suggested  change  is  extravagant,  the  Conmiission  does 
not  feel  justified  in  making  such  an  order  to  the  telephone 
company. 

For  these  reasons, 

/(  15  ordered,  That  this  complaint  is  hereby  dismissed. 

December  12,  191& 


*  See  Coromiasion  Leaflet  No.  50,  p.  640. 
j  See  CorainiBsion  Leaflet  No.  70,  p.  949. 


DigilizcdbyGOOglc 


omo. 

The  Public  Utilities  Commission. 

In  re  JorNT  Application  op  The  Centbal  District  Telb^ 
PHONE  Company  and  The  Cambhidge  Home  Telephone 
Company  fob  Approval  of  an  Agreement  for  the  Sale 
OF  Property  and  an  Agreement  Providing  for  the 
Interchange  of  Traffic. 

No.  1104. 

Decided  November  26, 1918. 

IncioMa  in  Rate  for  BiuIiims  Extension  Service  with  »  Prompt  pRyment 
Dioconnt,  Authorized. 

Modification  of  Order. 

The  Commission  having  heretofore,  to-wit,  as  of  date 
March  27,  1918,  in  consenting  to  and  authorizing*  the  sale 
to  The  Cambridge  Home  Telephone  Company  of  the 
exchange  property  of  The  Central  District  Telephone  Com- 
pany in  and  about  the  city  of  Cambridge,  Ohio,  found  and 
determined,  and  fixed  and  prescribed  reasonable  rates,  to 
be  maintained  as  maximum  rates  for  the  furnishing  of 
telephone  service  in  the  exchange  area  of  Cambridge,  Ohio, 
upon  and  following  the  unification  of  the  telephone  prop- 
erties in  said  city  and  the  operation  thereof  under  the  sole 
ownership  and  management  of  said  The  Cambridge  Home 
Telephone  Company,  among  which  said  maximmn  rates 
was  a  rate  for  extension  service,  business,  per  month,  gross, 
$1.00; 

Comes  now  said  The  Cambridge  Home  Telephone  Com- 
pany, and  by  supplemental  application  filed  herein,  repre- 
sents and  shows  to  the  satisfaction  of  the  Commission  that 
said  finding  and  order  should  be  so  modified  and  amended 
to  substitute  a  rate  of  $1.25,  gross,  with  a  discount  of  25 

"  See  Commission  Leaflet  No.  77,  p.  1139. 
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cents    per   month,    under    thf    t-onditions   h'Tetofore  pre- 
jicribed,  for  said  rate  of  $1.00,  gross,  per  month,  for  exten- 
sion service,  business. 

/(  is,  therefore,  ordered,  That  the  finding  and  order,* 
made  and  entered  herein  as  of  date,  March  27,  1918,  be. 
and  hereby  it  is,  modified  and  amended  to  substitute  in  the 
schedule  of  reasonable  maximum  charges  tiierein  found  and 
determined  and  fixed  and  prescribed  for  the  furnishing  of 
telephonic  service  in  the  exchange  area  of  Cambridge, 
Ohio,  under  the  sole  owTiership  and  management  of  said 
The  Cambridge  Home  Telephone  Company,  a  rate  of  $1.25, 
gross,  per  month,  (subject  to  a  discount,  under  the  condi- 
tions prescribed,  of  25  cents  per  month)  for  the  rate  of 
$1.00,  gross,  per  month,  for  extension  business  service. 

Dated    at    Columbus,    Ohio,    this    twenty-sixth    day    of    - 
November,  1918. 


In  re  Application  of  David  R.  Foroan  et  al.,  as  Receivers 
OF  Central  Union  Telephone  Company,  for  Leave  to 
Accept  and  Hold  Certain  Stock  of  The  Fremont 
Home  Telephone  Company  and  to  Purchase  and  Hold 
Certain  Other  Stock. 

No.  1553. 

Decided  November  26, 1918. 

An^oritf  to  Hold  Stock  Acquired  by  Pnrcliaae,   and  by  Pro  Rata 
Dlstribntion,  Granted. 

Opinion  and  Order. 
David  R.  Forgan,  Edgar  S.  Bloom  and  Frank  F.  Fowle, 
the  duly  appointed,  qualified  and  acting  Receivers  of  Cen- 
tral Union  Telephone  Company,  having  heretofore  filed  an 
application  asking  the  consent  to  and  approval,  by  this 
Commission,  of  their  acceptance  and  holding,  as  such 
Receivers,  of  $6,250,  par  value,  of  the  $18,750  common 


•  See  Commission  Leaflet  No.  77,  p.  1139. 
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capital  stock  of  The  Fremont  Home  Telepliono  Company  to 
be  distributed,  under  authority  of  the  order"  made  and 
i-ntered  as  of  date  September  23,  1918,  in  Cause  No.  1486, 
pro  rata  among  the  stockholders,  of  record  on  June  28, 1918, 
of  said  company,  and,  also,  of  their  purchase  and  holding  of 
the  common  stock  of  said  The  Fremont  Home  Telephone 
Company  of  the  additional  par  value  of  $6,250,  the  issue  and 
sale  of  which  was  duly  consented  to  and  approved  by  said 
order*  in  proceeding  No.  1486 ;  and  the  Commission  having, 
upon  the  filing  of  said  application,  deemed  the  assignment 
of  the  same  for  hearing  to  be  unnecessary,  said  matter 
came  on  this  day  for  final  consideration. 

The  Commission,  being  fully  advised  in  the  premises, 
finds : 

That  the  service  furnished  the  pnblic  will  be  improved  by  such  acquisition 
and  holding  of  the  capital  stock  of  The  Fremont  Home  Telephone  Com- 
pany by  the  Receivers  of  Central  Union  Telephone  Company,  and  the 
public  will  thereby  be  furnished  adequate  service  for  a  reasonable  and 
jost  rate,  rental,  toll  or  charge  therefor, 

and  is  satisfied  that  its  consent  and  authority  for  such 
acquisition  and  holding  of  said  capital  stock  should  be 
granted. 

/( is,  therefore,  ordered,  That  the  said  I>avid  B.  Forgan, 
Edgar  S.  Bloom  and  Frank  F.  Fowle,  as  Receivers  of  Cen- 
tral' Union  Telephone  Company,  be,  and  hereby  they  are, 
authorized  to  accept  and  hold  $6,250,  par  value,  of  the 
conamon  capital  stock  of  The  Fremont  Home  Telephone 
Company  being  the  pro  rata  portion  of  a  total  of  $18,750, 
such  common  capital  stock  to  be  distributed  to  the  stock- 
holders of  said  company  under  authority  of  the  order* 
-  made  and  entered,  as  of  date  September  23,  1918,  in  pro- 
ceeding No.  1486,  which  said  applicants,  as  the  owners  of 
shares  of  capital  stock  of  said  The  Fremont  Home  Tele- 
'  phone  Company,  are  entitled  to  receive ;  and  that  the  said 
David  R.  Forgan,  Edgar  S.  Bloom  and  Frank  F.  Fowle, 
as  Receivers  of  Central  Union  Telephone  Company,  be, 


sion  Leaflet  No.  83,  p.  1653. 


DigilizcdbyGOOglc 


75-  The  Ohio  Pitblic  Utilities  Commission. 

[(H>io 
and  hereby  they  are,  further  authorized  to  purchase  and 
hold  the  additional  common  capital  stock  of  the  par  value 
of  $6,250  TA'hich  said  The  Fremont  Home  Telephone  Com- 
pany will  sell  under  the  further  authority  granted  by  said 
order'  in  proceeding  No.  1486. 

/(  is  further  ordered,  That  the  finding  hereinbefore  set 
forth  as  to  service  shall  not  be  binding  upon  this  CommiB- 
sion  in  any  future  proceeding  involving  the  subject  of  tele- 
phone service  within  the  territory  served  by  The  Fremont 
Home  Telephone  Company. 

Dated  at  Columbus,  Ohio,  this  twenty-sixth  day  of 
November,  1918. 


In  re  Joint  Petition  for  the  Approval  of  Agreement  foe 
Consolidation  under  the  Name  of  The  Ohio  State 
Telephone  Company  of  The  United  States  Tele- 
phone Company,  and  Fourteen  Other  Companies. 

No.  288. 

Decided  December  1,  1918. 
Increase  in  R»t«B  Authomed  —  4  Per  Cent  Ttxad  for  SMem  for 


Opinion  and  Obdee. 
This  first  day  of  December,  1918,  the  Commission  having 
under  consideration  the  application  of  The  Ohio  State 
Telephone  Company  for  such  modification  and  amendment 
uf  the  order,  made  and  entered  herein  as  of  date  July  23, 
1914,  insofar  as  it  fixed  and  prescribed  as  maximum  rates 
for  the  furnishing  of  telephonic  service  by  said  The  Ohio 
.State  Telephone  Company  in  the  cit>-  of  Toledo,  Ohio,  the 
then  effective  rates  of  The  Toledo  Home  Telephone  Com- 
pany, as  will  i>ermit  and  authorize  said  The  Ohio  Stat*' 
Telephone  Comj)any  to  establish,  in  lieu  of  said  rates  so 
6xed  by  said  order,  the  rates  set  forth  in  the  schednlet 
appended  to  said  application  and  marked  for  identification 


•  See  Commisaion  Leaflet  No.  83,  p.  1653. 
(  Schedule  omitted. 
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P.  U.  C.  O.  No.  1,  Original  Sheets  Nos.  1,  2,  3  and  4;  and, 
also,  the  report  of  the  telephone  expert  of  this  Commis- 
sion, and  the  appraisal  by  the  telephone  department  of  the 
property  of  said  The  Ohio  State  Telephone  Company,  used 
and  useful  for  the  convenience  of  the  public  in  the  furnish- 
ing of  telephonic  service  in  the  exchange  area  of  Toledo, 
Ohio,  and  the  evidence  heretofore  submitted  upon  the  hear- 
ing of  this  matter,  £nds : 

That,  taking  into  consideration  the  value  of  said  prop- 
erty, "the  cost  of  furnishing  the  sendee,  and  the  necessary 
amounts  which  should  be  set  aside  for  depreciation  and 
contingencies,  the  rates  for  furnishing  telephonic  service 
in  the  exchange  area  of  Toledo,  Ohio,  set  forth  in  said 
schedule,*  identified  as  aforesaid  and  appended  to  the 
instant  application  herein,  are  not  nnjust,  unreasonable  nor 
e'xcessive,  and  will  not  yield  a  rate  of  return  greater  than 
said  The  Ohio  State  Telephone  Company  is  entitled  to 
earn  upon  its  property  so  devoted  to  the  service  of  the 
public  in  said  exchange  area  of  Toledo,  Ohio. 

The  Commi-ssion  further  finds  that  a  charge  of  4  per 
centum  of  the  value  of  said  property,  per  annum,  for 
deferred  up-keep  or  depreciation,  will  be  necc'ssary  to  pro- 
vide for  the  future  restoration  of  said  property,  and  has 
taken  said  item  into  consideration  in  its  findings  herein. 

/( is,  therefore,  ordered,  That  the  order  made  and  entered 
herein  on  the  twenty-third  day  of  July,  1914,  be,  and  hereby 
it  is,  modified  and  amended  to  permit  and  authorize  The 
Ohio  State  Telephone  Company  to  establieh,  maintain, 
impose  and  collect  for  the  furnishing  of  telephonic  service 
in  the  exchange  area  of  Toledo,  Ohio,  from  and  after  this 
first  day  of  December,  1918,  the  rates,  tolls,  charges  and 
rentals  set  forth  in  said  schedule  marked  and  identified  as 
P.  U.  C.  O.  No.  1,  Original  Sheets  Nos.  1,  2,  3  and  4,  instead 
and  in  lieu  of  the  rates,  tolls,  charges  and  rentals  so  fixed 
and  prescribed  by  said  order  of  July  23,  1914. 

/(  is  further  ordered,  That  said  The  Ohio  State  Tele- 
phone Company  forthwith  establish  and  hereafter  main- 


*  Schedule  omitted. 
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tain  a  depreciation  reserve  accouut  for  its  said  Toledo 
Gxchaiige  property,  paying  into  the  same  an  amount  annu- 
ally, eqiial  to  4  per  centum  of  the  value  of  said  property, 
all  as  provided  hy  Sections  614-49  and  614r-50,  (General 
Code  of  Ohio. 

And  the  Commission  further  finds  that  the  appraisal 
made  in  this  investigation  should  proceed  to  a  final  deter- 
mination as  a  basis  for  computing  depreciation  charges  and 
for  such  ottier  and  further  proceedings  as  may  hereafter 
be  lawfully  had  in  this  matter,  and  for  that  purpose,  and 
upon  its  own  initiative,  finds  the  value  of  the  several  classes 
and  kinds  of  property,  and  of  the  property  as  a  whole,  of 
The  Ohio  State  Telephone  Company,  used  and  useful  for 
the  convenience  of  the  public  in  the  furnishing  of  telephonic 
service  in  the  exchange  area  of  Toledo,  Ohio,  as  of  April  ■ 
],  1918,  to  be  as  set  forth  in  the  following  summary, 
namely  :* 

It  is,  therefore,  ordered,  That  notice  of  such  valuation 
so  placed  upon  the  said  property  of  The  Ohio  State  Tele- 
phone Company,  be  transmitted,  by  registered  letter,  to 
said  company  and  to  the  mayor  of  the  city  of  Toledo, 
Ohio;  all  as  provided  for  under  Section  492-12  of  the  Gen- 
iTal  Code  of  Ohio. 

/(  is  further  ordered.  That  all  inventories,  valuations, 
transcripts  and  exhibits  be  filed  and  considered  as  a  part 
of  the  record  herein. 

/(  is  further  ordered,  That  the  Coniinission  reserves  the 
right,  in  the  event  it  shall  determine  theaforesaid  inven- 
tory to  be  incomplete  and  inaccurate,  or  that  said  valua- 
tion is  incorrect,  to  make  such  changes  therein  as  may  be 
necessary  before  said  tentative  valuation  shall  become  final. 

Dated  at  Columbus,  Ohio,  this  first  dav  of  December, 
1918. 

*  Suminary  omitted.  The  summary  gives  $3,436,669.98  as  the  reproduc- 
tion value  and  $3,089,587.09  as  the  present  value,  allowing  in  the  repro- 
duction value  $672,430.16  for  overhead  and  $106,313.07  for  working 
capital  and  supplies,  and  allowing  the  same  amounts  in  the  present  value 
less  $60,853,60  depreciation  of  overhead. 
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In  re  Appi^k^ation  of  The  Ohio  State  Telephone  Com- 
pany FOR  Authority  to  Issue  and  Sell  its  Convebtiblb 
GIoLD  Notes, 

No.  1559. 

Decided  December  2,  1918. 

Issoe,  by  Domestic  Oorporfttion,  of  Four-rear  7  Per  Oent  Notes  »t  95 

Aothorised  —  lune  of  7  Per  Oent  Preferred  Stock  at  Par,  and 

TUrtT-flve  Tear  5  P«r  Oent  Bonds  at  92^/2  ui  Gzcli&nce  for 

Notes,  Anthorized  —  Disconut  Ordered  Amortieed. 

Opinion  and  Order. 
This  day,  after  doe  notice  to  all  parties  in  interest,  this 
matter  came  on  to  be  heard  upon  the  application  of  The 
l)hio  State  Telephone  Company,  (a  corporation  organized 
and  existing  under  the  laws  of  Ohio),  asking  the  consent  and 
authority  of  this  Comuiission,  primarily,  to  issue  and  sell 
$1,300,000,  principal  sum,  of  four-year,  7  per  oent.  convert- 
ible gold  notes,  the  proceeds  thereof  to  be  used,  (a)  to  pay 
and  discharge  $200,000,  principal  amount,  of  6  per  cent, 
mortgage  bonds  of  The  Youngstown  Telephone  Company 
(one  of  the  companies  consolidated  as  The  Ohio  State  Tele- 
phone Company],  falling  due  September  1,  1919,  the  pay- 
ment of  which  was  guaranteed  by  applicant  at  the  time  of 
such  consolidation,  and  (b)  to  pay,  in  part,  applicant's 
indebtedness,  incurred  between  the  dates  July  23, 1914,  and 
August  1,  1918,  for  and  on  account  of  the  extension  and 
improvement  of  its  facilities;  and,  secondarily,  asking  con- 
sent to  provide  for  the  conversion  of  such  notes  by  issuing 
$1,300,000  of  7  per  cent,  preferred  capital  stock  and  not 
exceeding  $1,406,000  refunding  and  consolidated  mortgage, 
thirty-year,  5  per  cent,  bonds,  dated  July  1, 1914,  the  holders 
and  owners  of  said  notes  possessing  the  option  to  convert 
the  same,  at  par,  into  said  preferred  stock  at  any  time  after 
January  1,  1921,  and  not  later  than  the  maturity  date  of 
the  notes,  or,  on  a  basis  of  921/^  for  said  bonds  and  par 
for  the  notes,  into  applicant's  said  i-efunding  and  consoli- 
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dated  mortgage  bonds  at  any  time  after  July  1,  1922,  and 
not  later  than  the  maturity  date  of  said  notes. 

The  Commisaion,  being  fuUy  advised  in.  the  premises, 
finds: 

1.  That  $200,000,  principal  Bum,  of  mortg^e  bonds  of  The  YonngB- 
town  Telephone  Company,  the  pajment  of  which  was  gaarantoed  hy  the 
applicant,  mature  September  1,  191G,  and,  on  said  date,  must  be  paid 
and  dischang^ed,  or  refunded. 

2.  That,  within  the  period,  July  23,  1914,  to  August  1,  1918,  the  appli- 
cant actually  incurred  an  indebtedness,  for  and  on  account  of  the  con- 
struction, completion,  extensions  and  improvement  of  its  facilities,  in  the 
amount  of  $2,167,675.73. 

3.  That  the  issue  of  applicant's  said  convertible  Dot«s  is  reasonably 
required,  and  the  mon^  to  be  procured  thereby  naoessary  for  the  pay- 
ment and  dischtu^e  or  refunding  and  readjustment  of  applicant's  afore- 
said lawful  indebtedness. 

4.  That  the  applicant,  now  having  a  bonded  indebtedness  outstanding 
in  excess  of  its  outstanding  capital  stock,  the  issue  of  said  notes  in 
excess  of  its  outstanding  capital  stock,  and  the  expenditure  of  the  pro- 
ceeds thereof  should  be  specifically  consented  to,  antboriBed  and  approved. 

6.  That,  for  the  readjustment  and  reorganization  of  applicant's  indebt- 
edness, represented  by  said  notes,  the  issue  of  all  or  a  part  of  $1,300,000 
par  value,  of  preferred  capital  stock,  and  all  or  a  part  of  $1,406,000 
principal  sum,  of  its  refunding  and  consolidated  mortgage  bonds,  as  the 
holders  and  owners  of  said  notes  may  exercise  their  options  for  con- 
veorsion,  also  is  reasonably  required  and  necessary. 

and  is  satisfied  that  consent  and  authority  for  the -issue 
and  disposition  of  said  notes,  preferred  capital  stock  and 
bonds  should  be  granted. 

It  is,  therefore,  ordered.  That  said  The  Ohio  State  Tele- 
phone Company  be,  and  hereby  it  is,  authorized  to  issue 
its  four-year,  7  per  cent,  convertible  gold  notes  of  the 
principal  sum  of  $1,300,000,  and  that  said  notes  be  sold 
Eor  the  highest  price  obtainable  but  for  not  less  than  95 
per  cent,  of  the  par  value  thereof, 

/( is  further  ordered,  That  any  discount  arising  from  tho 
t-ale  of  said  notes  be  amortized  pursuant  to  the  rules  amt 
i-egulations  heretofore  prescribed  by  this  Commission. 

It  is  fiirther  ordered,  That  the  proceeds  arising  from  the 
sale  of  said  notes  be  used  (1)  to  pay  and  discharge  thi' 
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$200,000,  principal  sum,  of  6  per  cent,  mortgage  bonds  of 
The  Youngstown  Telephone  Company,  the  payment  of 
which  was  guaranteed  by  the  applicant,  and  (2)  applied 
toward  the  payment  and  discharge  of  applicant's  indebted- 
ness in  the  sum  of  $2,167,675.73,  incurred  for  and  on  account 
of  the  construction,  completion,  extension  and  improve- 
ment of  its  facilities  between  the  dates  Jidy  23,  1914,  and 
August  1, 1918,  as  more  fully  set  forth  in  the  detailed  state- 
ment, marked  Exhibit  A,  appended  to  the  application 
herein,  which  hereby  is  made  a  part  of  this  order  by  refer- 
ence, and  used  for  no  other  purpose  whatsoever. 

/*  is  further  ordered,  That  the  issue  of  said  notes  in 
excess  of  applicant's  outstanding  capital  stock,  and  the 
expenditure  of  the  proceeds  of  such  excess,  as  hereinbefore 
prescribed,  be,  and  hereby  they  are,  specifically  consented 
to,  authorized  and  approved. 

It  is  further  ordered,  That,  forthwith  upon  the  payment 
of  any  of  said  bonds  of  The  Youngstown  Telephone  Com- 
pany, the  same  be  rendered  non-negotiable  and,  upon  the 
payment  of  the  whole  thereof,  cancelled  and  destroyed. 

It  is  further  ordered,  That  said  The  Ohio  State  Tele- 
phone Company  be,  and  hereby  it  is,  further  authorized 
to  issue,  for  the  purposes  and  in  the  manner  hereinafter 
prescribed,  its  7  per  cent,  preferred  capital  stock  of  Uie 
total  par  value  of  $1,300,000  and  not  exceeding  $1,406,000 
principal  sum,  of  its  refunding  and  consolidated  mortgage, 
thirty-year,  5  per  cent,  bonds,  dated  July  1,  1914. 

It  is  further  ordered,  That  said  preferred  stock  be  held 
in  the  treasury  for  exchange,  at  par,  for  applicant's  afore- 
said notes,  when  and  as  the  same  may  be  presented  for  such 
conversion  by  the  holders  or  owners  thereof  under  the 
option  provided  therein,  and  that  said  bonds  be  deposited 
with  the  trustee  for  exchange,  upon  the  basis  of  92V2  for 
such  bonds  and  par  for  the  notes,  when  and  as  the  same 
may  be  presented  for  such  conversion  by  ■  the  holders  or 
owners  thereof  under  the  alternative  option  provided 
therein:  provided  that  all  authority  granted  in  the  next 
preceding  section  of  this  order  which  shall  not  have  buen 
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(•xcrcised  on  or  before  the  first  day  of  January,  1923,  shali 
thereupon  forthwith  expire. 

/(  is  f Hither  ordered,  That  the  discount  arising  from  the 
issue  of  any  of  said  bonds  at  the  discount  hereinbefore 
provided,  shall  be  amortized  pursuant  to  the  rules  and 
regulations  heretofore  prescribed  by  this  Coimnission. 

It  is  further  ordered,  That,  forthwith  upon  the  conver- 
!?ion  of  any  of  said  notes,  as  hereinbefore  provided,  the 
same  shall  be  cancelled. 

It  is  further  ordered,  That  the  applicant  make  verifiied 
report  to  this  Commission  quarterly,  (1)  of  the  issue  of 
notes,  preferred  stock  and  bonds  under  the  authority  herein 
granted,  (2)  the  expenditure  of  the  proceeds  of  said  notes, 
(3)  the  status  of  said  preferred  stock  and  bonds  as  held 
for  conversion  piirposes,  (4)  the  amount  of  notes  con- 
verted and  the  preferred  stock  or  bonds  issued  in  lieu 
thereof,  (5)  the  cancellation  of  such- notes  so  converted, 
and  (6)  at  the  inatuiity  of  said  notes,  the  status  of  the  pre- 
ferred stock  and  Ixnids  not  used  for  such  conversion,  that 
the  unexercised  authority  herein  granted  may  then  be 
rescinded. 

Dated  at  Columbus,  Ohio,  this  second  day  of  December, 
1918. 


In  re  Rrsolution  of  the  City  of  Cleveland  Requesting 
THE  Commission  to  Appraise  the  Property  of  The 
Cleveland  Telephone  Company  and  the  Pbopbbty  of 
The  Cuyahoga  Telephone  Company. 

No.  194. 

Decided  December  7,  1918. 

Tentative  Talaation  Hade  Final  by  Oonunismon. 

Order. 
The  Conimission  having  heretofore  completed  the  valua- 
tion of  The  Cnyahoga  Teleplione  Company,  now  the  Cleve- 
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land  division  of  The  Ohio  State  Telephone  Company,  and 
notice  of  the  valuation  placed  upon  the  several  kinds  and 
classes  of  property,  and  the  property  as  a  whole,  of  said 
The  Ohio  State  Telephone  Company  (Cleveland  division), 
as  of  April  1,  1914,  used  and  useful  for  the  convenience  of 
the  public  in  the  furnishing  of  telephonic  s-ervice  in  the 
city  of  Cleveland  and  in  the  county  of  Cuyahoga,  State  of 
Ohio,  having,  on  the  twenty-first  day  of  May,  1917,  been 
given  to  said  The  Ohio  State  Telephone  Company  and  the 
city  of  Cleveland,  Ohio,  by  registered  letter,  as  required 
by  law,  and  protest  against  said  valuation  having  been  filed 
by  the  city  of  Cleveland  and  The  Ohio  State  Telephone 
Company,  and  full  hearing  being  duly  had  thereon,  and  the 
definite  purpose  for  which  said  appraisal  was  requested 
not  appearing  in  the  resolution  of  [the]  Council  or  in  the 
record,  the  Commission,  being  fully  advised  in  the  prem- 
ises, finds  that  sufficient  grounds  have  not  been  made  to 
appear  for  any  change  in  or  modification  or  amendment 
of  said  tentative  valuation. 

It  is,  therefore,  ordered,  That  the  valuation  of  the  sev- 
eral kinds  and  classes  of  property,  and  of  the  property 
as  a  whole,  of  said  The  Cuyahoga  Telephone  Company, 
now  The  Ohio  State  Telephone  Company  (Cleveland 
division),  as  of  April  1,  1914,  used  and  useful  for  the 
convenience  of  the  public  in  the  furnishing  of  telephonic 
ser\'iee  in  the  city  of  Cleveland  and  in  the  county  of  Cuya- 
hoga, State  of  Ohio,  as  fixed  and  determined  by  the  order 
made  and  entered  herein  on  the  twenty-first  day  of  May. 
1917,  be,  and  hereby  it  is,  made  final. 

Dated  at  Columbus,  Ohio,  this  seventh  dav  of  Di'cembcr. 
1918. 
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/«  re  Application  of  Amebican  Telephone  and  Telegraph 
Company  for  Authority  to  Purchase  Stock  of  The 
Lima  Telephoke  and  Telegraph  Company. 

No.  1569. 

Decided  December  20,  1918. 

PnrdiaM  of  Oommon  and  Prefflrrod  Capital  Stock  of  Donertlc  Oor- 
poration  b;  Foidgn  Corporation,  AoQioTiied. 

Order. 

This  day,  after  due  notice  to  all  parties  in  interest,  this 
matter  came  on  to  be  heard  upon  the  application  of  Amer- 
ican Telephone  and  Telegraph  Company,  (a  corporation 
organized  and  existing  nnder  the  laws  of  the  State  of  New 
York)  asking  for  the  consent  and  approval  of  this  Com- 
Ttiission  for  the  purcliase,  (1)  at  this  time  of  97  shares  each 
of  the  common  and  preferred  capital  stocks  of  The  Lima 
Telephone  and  Telegraph  Company  (a  corporation  organ- 
ized and  existing  under  the  laws  of  Ohio),  being  a  part 
of  the  stocks  of  said  The  Lima  Telephone  and  Telegraph 
Company,  the  issue  of  which  was  duly  consented  to  and 
authorized  by  the  order,  made  and  entered,  as  of  date  Sep- 
tember 21, 1917,  in  proceeding  No.  1268,'  and  (2)  hereafter, 
as  a  stockholder  of  said  The  Lima  Telephone  and  Tele- 
jcrapb  Company,  to  purchase,  from  time  to  time,  as  the 
issue  of  additional  capital  stock  by  said  The  Lima  Tele- 
phone and  Telegraph  Company  may  be  authorized,  appli- 
cant's pro  rata  share  thereof. 

The  Commission,  being  fully  advised  in  the  premises, 
finds  that  the  convenience  of  the  public  will  be  promoted 
by,  and  that  the  public  will  be  furnished  adequate  service 
for  a  reasonable  and  jnst  rate,  rental,  toll  or  charge  there- 
for, upon  the  acquisition  of  said  97  shares  each  of  the  pre- 
ferred and  common  capital  stocks  of  said  The  Lima  Tele- 
phone and  Telegraph  Company  by  the  applicant  herein  and 
ihat  the  prayer  of  this  petition,  insofar  as  it  asks  consent 
and  authority  therefor,  should  be  granted. 


1  Leaflet  No.  71,  p.  1160. 
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It  is,  therefore,  ordered.  That  the  said  American  Tele- 
phone and  Telegraph  Company  be,  and  hereby  it  is, 
aathorized  to  acquire,  by  purchase  at  par,  97  shares  of  the 
6  per  cent,  preferred  capital  stock  and  97  shares  of  the 
common  capital  stock  of  The  Lima  Telephone  and  Tele- 
graph .  Company. 

It  is  further  ordered,  That  as  to  all  other  matters,  said 
application  be,  and  hereby  it  is,  denied. 

Dated  at  Columbus,  Ohio,  this  twentieth  day  of  Decem- 
ber, 1918. 


Fn  re  Application  of  David  E.  Fobgan  et  al.,  Receivers  of 
Centbal  Union   Telephone   Company  vob.  Leave  to 

PUBCHASE   AND   HoLD   CoMMON    CaPITAL   StOCK   OP   ThK 

Mount  Vbbnon  Telephone  Company. 

No.  1587. 

Decided  December  30,  1918. 

Pnrchue  of  Stock  of  SoineBtlc  Oomoiation  by  Beceiven  of  Foreign 
Oorporation  Aathorized. 

Opinion  and  Ojidee. 

David  R.  Forgan,  Edgar  S.  Bloom  and  Frank  P.  Fowle, 
the  duly  appointed,  qualified  and  acting  Receivers  of  Cen- 
tral Union  Telephone  Company,  having  heretofore  filed 
their  application  asking  the  consent  to  and  approval,  by 
this  Commission,  of  their  purchase  and  holding  of  $4,300, 
par  value,  of  the  common  capital  stock  of  The  Mount  Ver- 
non Telephone  Company,  (the  issue  and  sale  of  which  stock, 
by  said  The  Mount  Vernon  Telephone  Company,  was  duly 
authorized  by  order,  made  and  entered  in  proceeding  No. 
1477),*  and  the  Commission  having,  upon  the  filing  of  said 
application,  deemed  the  assignment  of  the  same  for  heai-- 
ing  to  be  unnecessary,  said  matter  came  on  this  day  for 
final  consideration. 

The  Commission,  being  fully  advised  in  the  premises, 


•  S*e  Coranibsion  Leaflet  No.  82,  p.  1426. 
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finds  that  the  puhlic  will  thereby  be  furnished  adequate 
service  for  a  reasonable  and  jast  rate,  rental,  toll  or  charge 
therefor,  and  is  satisfied  that  its  consent  and  authority  for 
the  purchase  and  holding  of  said  capital  stock  by  the  appli- 
cants should  be  granted, 

It  is,  therefore,  ordered,  That  the  said  David  B.  Porgan, 
Edgar  S.  Bloom  and  Frank  F.  Fowle,  as  Receivers  of  Cen- 
tral Union  Telephone  Company,  be,  and  hereby  they  are, 
authorized  to  purchase  and  thereafter  hold  $4,300,  par 
value,  of  the  common  capital  stock  of  The  Mount  Vernon 
Telephone  Company,  the  same  being  a  part  of  the  $33,900, 
par  value,  of  common  capital  stock  authorizedto  be  issued 
and  sold  by  said  The  Mount  Vernon  Telephone  Company 
under  the  authority  granted  by  the  order,  made  and  entered 
as  of  date  August  6,  1918,  in  proceeding  No,  1477," 

It  is  further  ordered,  That  the  findings  hereinbefore  set 
forth  as  to  the  service  furnished  by  the  applicants  and  said 
The  Mount  Vernon  Telephone  Company  shall  not  be  bind- 
ing upon  this  Commission  in  any  future  proceeding  involv- ' 
ing  such  subject. 

Dated  at  Columbus,  Ohio,  this  thirtieth  day  of  Decem- 
ber, 1918. 


•  See  Commission  Leaflet  No.  82,  p.  1426. 
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COMPAKY   FOR   Al^THOEITY   TO   Is(;BEASIi   EaTES. 

U-F-226  — Order  No.  463. 

Decided  November  19,  1918. 

Increau  im  Biulness  and  Besideiice  Far^  Liiie  Rates  AnthorUed  — 
Obligation  to  Extend  Seirice  to  Nev  SubBcribers  Oonsidemt  — 
Same  Bate  for  Bosineu  and  Besldence  Service  OonHidered  Die- 
criminatory  —  Payment  of  Rental  to  SubBcribers  Ovning 
Instmnents  Ordered. 

AppticoDt,  which  had  47  subscribers  and  41  switched  subscribers,  sought 
authority  to  iocrease  its  business  and  residence  party  line  rates  from 
$1.50  to  $2.00  per  month.  Applicant  was  organized  in  1910  and  as  all 
of  its  subscribers  were  stockholders  the  development  of  the  rates  passed 
from  free  service  to  a  5-cent  switching  chaa^e,  then  to  $1.00  per  month  and 
from  that  to  the  present  rate.  At  no  time  had  revenue  been  sufficient  to 
provide  stable  operation.  At  the  time  of  the  application  present  rates 
yielded  a  monthly  income  of  $90.00.  Since  that  time  several  subscnbers 
refused  to  continue  service  under  the  possibility  of  increased  rates,  but 
the  revenue  from  foreign  line  switching  service  was  at  the  same  time 
increased  by  the  agreement  of  those  lines  to  advance  their  rates  from  50 
cents  to  $1.00  per  subscriber,  per  month,  and  under  these  changed  cond'- 
tions  revenues  were  $103  per  month.  Taxes  have  been  unpaid  for  a  long 
period  and  the  lines  of  the  company  are  in  a  dilapidated  condition.  The 
manager  had  also  made  advances  from  his  personal  funds  for  stationery 
and  supplies  and  for  heat. 

Held:  That  it  was  obvious,  Without  making  a  valuation  of  the  prop- 
erty, that  present  rates  were  insufficient  to  pay  reasonable  expenses  and 
maintain  the  lines  in  workable  condition,  and  an  increase  in  rates  should 
be  anthorized; 

That  while  it  might  be  the  responsibility  of  a  utility  occupying  a  par- 
ticular field  to  supply  all  applicants  for  service  therein  when  the  demand 
was  reasonable,  it  was  primarily  important  that  the  service  to  existii^ 
customers  should  be  protected  against  any  unrea^ionablc  requirements 
that  might  arise  from  new  business,  and  under  the  particular  cireum- 
stanceQ  the  company  would  be  justified  in  insisting  upon  a  reasonable 
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agreement  with  customers  making  snch  nnuBual  demands  for  the  con- 
stmction  of  lines,   and   for  such  other  assistance   in   the   provision  of 
additional  equipment  as  might  be  fonnd  neeessaiy; 

That  as  applicant  had  made  no  distinction  in  its  rates  for  residence  and 
bosiness  service  and  as  without  such  a  d'stinction  unjust  discriminatioD 
was  certain,  a  residence  rate  of  $2.00  per  month  and  a  business  rate  of 
$2.50  per  month  would  be  authorized ; 

That  the  company  should  pay  a  reasonable  rental  to  subscribers 
privately  owning  their  own  instruments,  as  not  to  do  so  would  be  con- 
trary to  the  provisions  of  the  law  which  denied  the  utility  the  privilege 
of  requiring  the  ownership  of  facilities  by  the  customer. 

Findings  and  Order. 

The  application  of  the  Nehalem  Telephone  and  Tele- 
graph Company  for  an  increase  in  its  party  line  rates  from 
$1.50  to  $2.00  per  month  came  on  regularly  for  hearing 
before  the  Commission  on  August  23,  1918,  at  the  city 
hall  of  Nehalem,  Oregon,  with  the  following  appearances 
entered:  for  the  applicant,  Walter  J.  Meade,  secretary- 
treasurer. 

No  official  appearance  was  made  by  the  city  or  by  any 
organization  of  the  applicant's  patrons,  but  a  considerable 
representation  of  interested  individuals  was  present  and 
participated  in  the  proceedings. 

From  the  record  it  is  found  that  the  applicant  is  a  cor- 
poration organized  in  1910,  and  existing  by  virtue  of  the 
laws  of  Oregon,  and  Is  engaged  in  the  ownership,  manage- 
ment, control  and  operation  of  a  telephone  exchange  at 
Nehalem  and  a  system  of  wires  radiating  therefrom  for 
the  transfer  and  conveyance  of  telephone  messages  gener- 
ally. In  such  occupation  the  Nehalem  Telephone  and  Tele- 
graph Company  is  a  public  utility  subject  to  the  jurisdic- 
tion of  this  Commission  and  the  statutory  provisions  of 
(he  State  of  Oregon. 

This  company  seems  to  have  been  organized  to  promote    . 
and  maintain   more  effective  means   of  commercial  and 
social  intercommunication  between  the  inhabitants  of  Neha- 
lem and  adjacent  territory.    It  appears  that  until  some  timi' 
after  1911,  all  subscribers  to  the  service  of  the  Nehaleni 
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'IVlephone  and  Telegraph  Company  were  stockholders,  and 
that  the  development  of  the  rates  from  that  date  passed 
through  successive  stages  from  free  service  to  a  5-cent 
switching  charge,  then  to  $1.00  per  month,  and  from  that  to 
iJie  presMit  rate.  These  various  modifications  were  made 
from  time  to  time  as  found  necessary  on  account  of  mount-  ■ 
ing  expenses  andit  is  apparent  from  the  testimony  of  par- 
ties who  have  been  connected  with  the  company  from  the 
beginning,  that  at  no  time  has  the  revenue  been  sufficient 
t«  provide  stable  operation. 

On  the  date  of  hearing  the  applicant  was  serving  a  total 
of  83  stations,  43  of  which  were  upon  foreign  lines  not 
owned  by  it.  Of  the  two  foreign  lines  connected  and  receiv- 
ing switch  service  through  tiie  applicant's  exchange,  one 
is  operated  in  the  town  of  Nehalem  and  vicinity,  and  the 
other  principally  in  the  town  of  Wheeler,  the  latter  being 
owned  by  Walter  J.  Meade,  who  is  also  secretary  of  the 
applicant  company  and  manager  of  its  business. 

In  addition  to  the  local  exchange  service  offered  through 
the  applicant's  exchange,  there  is  also  a  connection  witli 
the  toll  lines  of  The  Pacific  Telephone  and  Telegraph  Com- 
pany, maintained  and  operated  by  Mr.  Meade,  under  a 
private  contract  v/ith.  that  company.  This  long  distance 
business  has  brought  no  revenue  to  the  applicant,  the  com- 
juissions  obtained  from  it  going  directly  to  the  manager, 
and  considered  by  him  as  a  portion  of  the  compensation  ■ 
be  should  receive  for  his  services.  The  amount  actually 
obtained  from  this  source,  together  with  such  other  com- 
pensation as  has  been  received  by  him,  is  not  more  than 
should  be  expected  for  such  service  as  is  rendered. 

In  its  petition  the  applicant  submitted  the  following  as 
its  monthly  revenues: 

Forty-seven  company  subscribers  at  $1.50  per  subscriber $70  50 

Switching  service  on  Wheeler  line  Bt  50  cents  per  sabscriber. .  10  00 

Switching  service  on  Nehalem  line  at  50  cents  per  subscriber. .  9  60 


Subsequent  to  the  date  of  application  the  revenue  from 
company  subscribers  was  reduced  by  the  disconnection  of 
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f  everal  stations  refusing  to  continue  service  under  the  pos- 
sibility of  increased  rates.  The  revenue  from  foreign-line 
switching  service  was  at  the  same  time  increased  by  the 
agreement  of  those  lines  to  advance  their  rate  from  50 
cents  to  $1.00  per  subscriber,  per  month.  Under  these 
changed  conditions  the  revenue  at  the  date  of  hearing  was 
$103  per  month. 

Service  is  maintained  by  two  operators,  and  with  the 
present  wage  requirements  under  the  orders  of  the  Indus- 
trial Welfare  Commission,  each  operator  receives  approxi- 
mately $48.00  per  month.  From  the  testimony  offered  the 
detailed  operating  expenses  appear  to  be  as  follows: 

Operators'  wages $96  00 

Rent 5  00 

Light  and  water 3  00 

Taxes  2  00 

Switchboard  batteries 2  40 

Manager 10  00 

Maintenance  expenses    No  record 

Depreciation   No  record 

Heat   No  record 

Stationery  and  supplies   No  record 

The  revenues  in  the  past  have  not  been  sufficient  to  allow 
the  secretary  and  manager  to  draw  the  nominal  salary 
allowed  him.  Taxes  have  been  unpaid  for  long  periods  and 
the  lines  of  the  company  are  in  a  dilapidated  condition 
because  no  money  has  been  available  for  required  mainte- 
nance and  I'eplaeement  work.  The  manager  has  also  made 
advance  from  his  personal  funds  for  stationery  and  sup- 
plies, and  heat  for  the  exchange  office. 

From  a  consideration  of  these  facts  it  can  be  readily 
seen  without  the  necessity  for  a  valuation  of  the  property, 
that  under  the  present  rates  sufficient  revenue  cannot  be 
obtained  from  the  available  business  to  pay  reasonable 
expenses  and  maintain  the  lines  in  workable  condition. 

In  this  territory  the  market  for  telephone  service  is  lim- 
ited, and  as  in  all  such  cases  its  development  on  a  commer- 
cial basis  surrounded  with  difficulties.  After  a  considera- 
tion of  suggested  modifications  in  the  division  of  expense 
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between  the  various  classes  of  service,  no  practical  solution 
other  than  an  increase  in  rates  suggests  itself  as  a  retnedy 
for  the  present  situation  and  a  means  whereby  the  central 
exchange  can  be  continued  on  the  present  basis  and 
adequate  service  provided. 

The  record  shows  that  the  present  plan  of  unlimited 
party  line  operation  has  resulted  in  a  considerable  impair- 
ment of  the  service  on  some  portions  of  the  system  on 
Hoeount  of  the  heavy  traffic  imposed  upon  the  lines  by  three 
logging  camps.  This  traffic,  together  with  the  long  distance 
business  originating  from  the  same  sources,  has  a  tendency 
to  monopolize  already  overloaded  circuits  to  the  detriment 
of  the  occasional  users. 

While  it  may  be  the  responsibility  of  a  utility  occupying 
a  particular  field  to  supply  all  applicants  for  service  therein 
where  the  demand  is  reasonable,  it  is  primarily  important 
that  the  service  to.  existing  customers  shall  be  protected 
against  any  unreasonable  requirements  that  might  arise 
from  new  business.  In  the  case  of  the  three  logging  camps 
to  which  reference  has  been  made,  the  demand  for  service, 
both  local  and  long  distance,  is  such  that  an  attempt  to 
satisfy  it  with  existing  equipment  designed  primarily  for 
other  purposes  prevents  the  giving  of  adequate  service  to 
other  patrons  on  the  lines.  Also  the  providing  of  addi- 
tional facilities  for  handling  such  businas;s  without  impair- 
ing the  service  generally,  might,,  under  the  particular 
conditions,  be  an  unreasonable  burden  to  expect  the  utility 
to  bear. 

Under  such  circumstances  we  are  of  the  opinion  that  the 
company  would  be  justified  in  insisting  ujwn  a  reasonable 
agreement  with  the  customers  making  such  unusual 
demands,  for  the  construction  of  lines  or  for  such  othef 
assistance  in  the  provision  of  additional  equipment  as  may 
be  found  necessarj-  in  meeting  the  particular  conditions. 
The  applicant  herein  will  be  expected  to  take  such  steps  as 
may  be  reasonably  required  to  provide  adequate  sei-vice  on 
those  portions  of  the  system  affected  by  the  unduly  heavy 
traffic  from  the  logging  developments. 
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A  considerable  decrease  in  stations  connected  is  shown 
to  have  resulted  from  the  attempt  of  the  management  to 
enforce  a  $2.00  per  month  rate  prior  to  obtaining  authoritj" 
from  the  Commission,  and  from  testimony  offered  we 
believe  the  maximum  revenue  will  not  be  obtained  if  the 
rate  is  above  $1.75  net  per  month  for  residence  service. 

Under  the  present  tariff  no  distinction  in  rates  is  made 
between  residence  and  business  service  and  without  such  a 
distinction  we  believe  unjust  discrimination  is  certain.  It 
is  also  found  that  the  instruments  are  in  each  case  owned 
and  maintained  by  the  subscriber.  This  latter  practice  is 
contrary  to  the  provisions  of  the  Act,  which  denies  the 
utility  the  privilege  of  requiring  the  ownership  of  fatalities 
hy  the  customer  and  provides  that  where  such  privately 
owned  equipment  is  used  a  reasonable  rental  shall  be  paid 
therefor.  The  rates  heretrfter  determined  will  include  a 
differential  between  the  two  distinct  types  of  service  and 
a  provision  for  the  payment  of  such  rentals. 

Just,  reasonable  and  not  unjustly  discriminatory  rates 
for  the  applicant  to  charge  for  its  service  are  a»  f oUows : 

Party  line,  residence  rates,  per  month $2  00 

Party  line,  business  rstee,  per  ntonth 2  60 

These  rates  contemplate  the  ownership  and  maintenance 
of  all  telephone  instruments  by  the  company.  In  every 
instance  where  the  instrument  is  owned  by  the  subscriber, 
the  company  will  pay  a  rental  of  25  cents  per  month,  or 
(i-3.00  per  year,  for  the  use  and  maintenance  thereof. 

After  consideration  of  these  findings,  the  entire  record, 
and  all  pertinent  facts  in  connection  with  this  case, 

It  is  ordered,  That  the  Nehalem  Telephone  andT'ele- 
{fraph  Company  be,  and  the  same  hereby  is,  authorized  to 
discontinue  its  present  rates  and  to  establish  in  lieu  thereof 
those  hereinbefore  found  to  be  reasonable,  provided  that 
the  rates  so  found  shall  be  considered  as  maximum  rates, 
and  that  nothing  herein  shall  be  construed  to  prevent  the 
utility  from  reducing  the  same  so  long  as  such  reduction 
does  not  produce  unjust  discrimination  between  subscribers. 
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/(  is  further  ordered,  That  immediately  upon  the  estab- 
lishment of  rates  under  this  order  the  company  shall  file, 
according  to  law  and  the  rules  of  this  Commission,  a  tariff 
setting  forth  the  charges  to  be  made  effective. 

A  reasonable  date  for  this  order  to  become  effective  i.-; 
December  1,  1918. 

Dated  at  Salem,  Oregon,  this  nineteenth  day  of  Noveni- 
Iwr,  1918. 


In  re  Rates,  Chabges  and  Bbguiations  of  The  Pacific 
Telephone  and  TBLEGR.iPH  Company.  {Investigatio.v 
ON  Commission's  Own  Motion.) 

U-F-117  —  Order  No.  472. 

Decided  November  25,  1918. 

Inpzomoaat    in    Swrice    Ordond  —  Snffldant    Humbsr    of    Skilled 
Opwatora  Oidend  Frorided. 

Findings  and  Order. 

This  Commission,  in  response  to  numerous  and  varied 
complaints,  recently  initiated  a  special  investigation  con- 
cerning the  telephone  service  afforded  by  The  Pacific  Tele- 
phone and  Telegraph  Company  within  the  city  of  Portland, 
and  it  appearing  from  such  investigation  that  the  .service 
afforded  was  such  as  to  demand  further  and  formal  investi- 
gation, the  matter  was  set  for  hearing  at  the  office  of  the 
Coramiasion  at  252  Court  House,  Portland,  Oregon,  on 
Wednesday  the  sixth  day  of  November,  1918,  at  the  hour 
of  10  o'clock  A.  M.,  at  which  time  and  place  testimony  was 
taken  and  exhibits  offered  and  received  concerning  such 
service  conditions  and  the  remedy  therefor. 

Appearances:  for  The  Pacific  Telephone  and  Telegraph 
Company,  James  T.  Shaw,  and  Carey  <&  Kerr,  its  attorneys ; 
for  Oswald  West,  Receiver  of  the  Home  Telephone  and 
Telegraph  Company,  Richard  Montague,  his  attorney ;  for 
tlie  .city  of  Portland,  H.  M.  Tomlinson,  deputy  city  attorney. 
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It  may  well  be  said  that  the  problem  presented  to  the 
Commission  regarding  the  adequacy' and  reasonableness  ol' 
ihe  ser^aee  rendered  by  this  utility  to  its  patrons,  has  not 
been  difficult  of  solution,  inasmuch  as  the  service  afforded 
by  such  company  within  the  entire  State  of  Oregon,  and 
particularly  in  the  city  of  Portland,  is,  as  has  been  declared 
by  the  public  and  admitted  by  the  respondent  company, 
extremely  poor  and  entirely  inadequate,  if  indeed  it  may 
be  called  "  service  "  at  all.  To  use  the  language  of  coun- 
sel for  the  respondent  company, 

"  the  service  is  broken  down,  and  broken  down  badly." 

It  appears  that  the  chief  cause  for  the  present  unreliable 
service  furnished  is  the  insufficient  number  of  competent 
operators  employed  by  the  respondent  company  in  manipu- 
lating the  vocal  manual  switching  system,  the  efficiency  of 
which  depends,  in  a  large  degree,  upon  the  skill  and  experi- 
ence of  the  operating  force. 

Student  operators  with  from  six  to  ten  days'  instruction 
in  the  company's  training  school  are  now  being  placed  at 
the  boards  in  the  central  offices,  whereas  in  normal  times 
a  period  of  from  sixteen  to  twenty-two  days  of  preliminary 
instruction  is  required  before  a  novice  is  considered  com- 
petent to  assume  any  responsibility  as  a  part  of  the  oper- 
ating force.  The  training  school  is  merely  a  preliminary 
teaching  of  fundamentals;  proficiency  is  not  fully  attained 
by  an  operator  with  active  experience  of  less  than  eight 
months  or  one  year.  Even  the  extreme  reduction  in  the 
preliminary  instruction  period  has  not  prevented  the  fre- 
quent occurrence  of  vacant  positions  at  the  boards.  Tho 
consequent  increased  burden  placed  upon  the  operators 
and  their  inability  to  efficiently  perform  their  duties  have 
had  twofold  reflection  in  the  impairment  of  service. 

It  being  conceded  by  all  parties  concerned  that  service 
conditions  are  inadequate  and  deplorable  the  problem  now 
faced  is  one  of  detennining  means  whereby  there  may  he 
restored  to  the  patrons  of  the  company  the  reasonably  ade- 
quate and  efficient  service  which  they  demand  and  to  which 
they  are  entitled. 
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'Ihe  respondent  company,  evidently  recognizing  that  the 
low  schedule  of  wages  paid,  was  one  of  the  factors  respon- 
sible for  failure  to  secure  and  retain  competent  operators, 
had  under  consideration  during  the  month  of  September, 
1918,  an  adjustment  of  operating  wages,  and  early  in  Octo- 
ber, 1918,  posted  a  bulletin  in  their  exchanges  advising  that 

"In  accordance  with  our  past  policyof  Increasing  the  wages  of  operat- 
ing employees  whenever  increases  were  jOBtified  and  could  be  given, 
approval  has  been  requested  for  a  general  and  sabstantial  increase  in  the 
wages  o£  operating  employees  of  this  company,  to  take  effect  October  16. 
1918.    A  further  annonnceroent  will  be  made  as  soon  as  possible." 

The  language  used  in  the  above  bulletin  conveys  a  definite 
and  formal  promise  that  "  increases  were  justified  and 
could  be  given  "  and  it  appears  to  this  Commission  not 
unreasonable  to  assume,  that  both  these  facts  were  deter- 
mined by  the  company  previous  to  their  request  of  an 
approval,  or  in  other  words,  having  determined  that 
increases  were  justified  and  further,  that  they  could  be 
jriven,  approval  from  the  government  was  then  sought  to 
fulfill  their  promise, 

The  wages  were  not  increased  as  contemplated.  Tho 
company  now  seeks  to  excuse  the  existing  service  condi- 
tions upon  the  theory  that  its  present  revenue  is  insufficient 
to  permit  the  payment  of  reasonable  wages  to  the  oper- 
ating employees  and  that  as  a  consequence  it  is  unable  to 
retain  competent  operators.  The  contention  is  advanced 
that  an  immediate  and  substantial  increase  in  rates  is  the 
necessary  panacea  which  will  cause  the  automatic  disap- 
pearance of  all  service  troubles.  By  a  subsequent  bulletin 
issued  November  5,  1918,  the  employees  were  then  notified 
that  wages  could  not  be  increased  until  the  company  was 
able  to  secure  additional  revenues  through  a  revision  of 
its  telephone  rates  and  concurrently  a  new  scliedule  of  such 
rates  was  filed  with  this  Commission  proposing,  in  gen- 
eral, drastic  increases  and  radical  revisions  over  present 
practices. 

The  legality  of  the  procedure  followed  by  the  company 
in  this  regard  need  not  be  discussed  here  in  detail.    It  is 
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sufficient  to  say  that  the  proeedare  is  irregular  and  unlaw- 
ful and  that  before  the  proposed  rates  or  others  increasing 
those  in  effect  January  1, 1911,  may  become  effective,  appli- 
cation may  first  be  made,  hearing  must  be  held,  and  an 
order  entered  by  the  Commission  granting  such  increase 
in  accordance  with  the  provisions  of  the  Public  Utilitj' 
Laws  of  the  State  of  Oregon. 

The  Commission  is  of  the  opinion  that  increased  wages 
will  fflleviate  the  seriousness  of  the  present  situation  and 
believes  the  change*  in  the  scale  as  outlined  by  the  com- 
pany may  accomplish  the  desired  end.  That  the  wages  now 
paid  to  the  operators  of  the  company  are  inadequate  and 
should  be  immediately  increased  there  is  no  dispute.  We 
do  not,  however,  subscribe  to  the  proposition  that  the  pres- 
ent inadequate  wages  received  by  the  young  women  in  thiri 
work  are  solely  responsible  for  the  poor  service  afforded. 

From  testimony  produced  at  the  hearing,  which  testi- 
mony stands  unchallenged  and  uncontradicted,  it  appears 
that  numbers  of  competent  and  experienced  switchboard 
operators,  formerly  in  the  employ  of  this  company,  fully 
trained  in  the  operation  of  the  particular  equipment  used 
by  it,  and  who  happen  to  be  members  of  [the]  Telephone 
Operators  Union,  have  recently  applied  for  positions  and 
have  been  advised  that  they  would  be  called  in  case  they 
TAere  needed.  These  trained  operators  have  not  been  called 
nor  employed  even  during  the  past  months  of  public  clamor 
for  better  service,  altliough  the  company  was  continuously 
and  extensively  advertising  for  operators,  requesting  the 
public  to  limit  its  use  of  the  service  to  essential  conversa- 
tion, using  many  inexperienced  girls  at  responsible  posi- 
tions on  the  boards,  and  at  the  same  time  contributing 
further  to  the  demoralization  of  service  by  allowing  posi- 
tions to  remain  vacant  Our  investigation  does  not  disclose 
the  reason  for  this  apparent  failure  to  secure  the  services 
of  these  competent  assistants ;  justification,  if  there  be  any, 
is  known  only  to  the  operating  officials  of  the  company  who 
have  not  seen  fit  to  offer  any  explanation.  There  appears 
to  be  no  assurance  that  the  services  so  offered  by  these 
i-killed  operators  would  be  utilized  any  more  readily  after 
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an  increase  in  revenues  or  an  advance  in  the  wage  scale, 
than  under  the  conditions  heretofore  prevailing. 

From  the  testimony  introduced  at  the  time  of  the  heai"- 
ing,  and  from  all  the  facts  and  circumstances  sarrounding 
this  proceeding  as  disclosed  by  the  record,  the  Commission 
makes  the  following  findings : 

That  The  Pacific  Telephone  and  Telegraph  Company  is 
a  corporation  of  the  State  of  California  and  is  a  public  util- 
ity, engaged,  among  other  things,  in  the  ownership,  opera- 
tion, management  and  control  of  a  plant  and  equiimient  for 
the  conveyance  of  telephone  and  telegraph  messages 
within  the  State  of  Oregon,  to  and  for  the  pablie,  and  as 
such  is  a  public  utility  and  is  subject  to  the  provisions  of 
Chapter  279  of  the  General  Laws  of  Oregon  for  1911,  and 
laws  supplemental  thereto  and  amendatory  thereof. 

That  the  service  afforded  by  said  The  Pacific  Telephone 
and  Telegraph  Company  to  its  patrons  within  the.  State 
of  Oregon  and  particularly  in  the  city  of  Portland,  is 
unjust,  unreasonable,  insufficient  and  inadequate. 

That  the  predominant  cause  of  the  depreciated  and 
impaired  service  afforded  by  said  company  is  its  failure 
to  provide  a  sufficient  number  of  skilled  operators. 

Based  upon  the  foregoing  findings,  it  is,  therefore,  deter- 
mined, that  the  present  telephone  service  of  The  Pacific 
Telephone  and  Telegraph  Company  within  the  State  of 
Oregon  is  unjust,  unreasonable,  insufficient  and  inadequate, 
and 

It  is  ordered,  That  The  Pacific  Telephone  and  Telegraph 
Company  forthwith  provide  a  sufficient  number  of  skilled 
operators  and  adopt  such  other  measures  as  may  be  neces- 
sary to  afford  to  the  patrons  reasonable,  sufficient  and 
adequate  telephone  service.  , 

And  it  is  further  ordered,  That  said  The  Pacific  Tele- 
phone and  Telegraph  Company  shall  within  five  days  from 
the  date  of  the  service  of  a  copy  of  this  order  upon  it,  notify 
the  Commission  whether  the  terms  hereof  are  accepted  and 
will  be  obeyed. 

Dated  at  Salem,  Oregon,  this  twenty-fifth  day  of  Novem- 
ber, 1918. 
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Public  Utilities  Commission. 

In  re  Appucation  op  New  England  Telephone  and  Telb- 

QBAPH  Company  fob  AuTHOBirr  to  Supplement  Tariff. 

No.  448. 

Decided  December  11,  1918. 

InstalUtioB  utd  Horing  Oh«ivu  Ssteblidied  by  PostaiMter  G«iural 

Aothorued  to  Becomfl  EffectlTa  os  Leu  Than  R«qnind  Stetntoir 

Hotics. 

Order. 

Upon  consideration,  it  appearing  that  the  Postmaster 
(Jeneral  of  the  United  States  having  on  November  30, 1918, 
prescribed  installation  and  moving  charges  for  all  tele- 
jihone  companies, 

It  is  ordered,  That  said  New  England  Telephone  and 
Telegraph  Company  be,  and  it  hereby  is,  antiiorized  to 
put  into  effect  without  the  statutory  publication  and  notice 
to  the  Commission,  such  supplements  as  may  be  necessary 
to  make  its  tariffs  conform  to  the  charges  and  regulations 
contained  in  Bulletin  Nujnber  15  of  said  November  30, 
1918,  said  supplements  to  become  effective  as  of  December 
1,  1918. 

December  11,  1918. 
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SOUTH  DAKOTA. 

Board  of  Railroad  Commissioners. 

In  re  Application  of  Potter  County  Telephone  Company 
FOB  Authority  to  Increase  its  Rental  Rates  at 
Gettysburg  and  Lebanon. 

F-549  and  F-550. 

Bedded  November  29,  1918. 

Increftse  in  Bosiness,  Sesidence  and  Bnral  Bates  Authorized  <—  Prompt 

Payment  Dlsconnt  Authorized — 7  Per  Gent.  Allowed  for  Reserve 

for  Bepredation  —  7  Per  Cent.  Oonsidered  Beasonable  Bate  of 

Betnm  —  Oompliance  with  Law  Begnlatlng  Contracts  and 

Bates  for  Switching  Service  Ordered. 

Applicant  sought  antbority  to  increase  its  rates  at  its  Qettysbui^  and 
Lebanon  exchanges  by  from  12^^  per  cent,  to  16  2/3  per  cent.,  and  also 
to  pnt  into  effect  a  prompt  payment  discount.  The  Board  fixed  the 
value  of  the  plant  at  $28,000.  Operating  expenses  were  estimated  at 
$7,834.90,  iDcluding  an  allowance  of  $1,960  for  reserve  for  de[)recifttion. 
Present  rates  yield  a  return  of  $641.45,  or  2.3  per  cent,  upon  the  fair 
value  of  the  property.  The  proposed  rates  will  yield  a  revenue  of 
$1,274.45,  or  about  Wz  per  cent. 

Held:  That  the  increase  of  rates  should  be  authorized,  as  it  was  self 
evident  that  the  rate  of  return  under  the  rates  applied  for  was  not 
excessive  and  that  such  rates  were  of  themselves  reasonable.  While  under 
present  conditions  proposed  rates  would  result  in  a  low  rate  of  return, 
when  operating  conditions  and  costs  became  normal  again  they  would 
prove  amply  sufficient  to  take  care  of  the  needs  of  the  company,  includ- 
ing the  payment  of  a  return  of  approximately  7  per  cent. ;' 

That  a  prompt  payment  discount  should  be  authorized  as  it  was  the 
customary  and  usual  practice  to  require  payments  of  rents  in  advance; 

That  7  per  cent,  should  be  allowed  for  reserve  for  depreciation,  as  the 
question  of  making  an  allowance  for  such  purposes  had  been  clearly 
settled; 

That  applicant  should  enter  into  written  contracts  with  each  company 
with  which  it  had  service  or  switching  connections,  and  that  certified 
copies  of  such  contracts  should  be  filed  with  the  Board;  and  that  the 
manmum  rate  for  the  switching  of  such  rural  lines  should  not  exceed 
26  cents  per  month,  per  telephone,  in  order  to  comply  with  the  provisions 
of  the  law  regulating  the  same. 
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Report. 
This  case  comes  up  for  hearing  on  the  application  ot" 
the  Potter  County  Telephone  Company  for  authority  to 
increase  certain  of  its  rental  rates,  asking  for  permission 
to  put  into  effect  the  so-called  discount  rule  covering  the 
prompt  payment  of  telephone  rentals.  The  application  sets 
forth  that  the  rates  now  charged  by  the  company  for  dif- 
ferent classes  of  service  at  its  exclianges  are  as  follows : 

Gettysburg 

Business,  main  line,  per  monUi '      $2  00 

Residence,  main  line,  per  month 1  50 

Residence,  party  lice,  per  month 1  00 

Rural  party  line,  per  month 1  50 

Extension  sets,  per  month 25 

Lebanon 

Business,  main  line,  per  month $1  50 

Residence,  main  line,  per  month 

R«Bidence,  party  line,  per  month. 1  OO 

Rural  party  line,  per  month 1  50 

Extension  sets,  per  month 

and  that  these  rates  are  too  low  to  cover  the  operating  _ 
expenses,  the  proper  charge  for  depreciation  and  the  return 
on  the  value  of  the  plant  devoted  to  the  public  service. 
It  asks  for  authority  to  establish  and  put  into  effect  the 
following  rates  from  which  a  discount  of  25  cents  per 
month,  per  telephone,  will  be  allowed  where  the  monthly 
exchange  rental  is  paid  on  or  before  the  fifteenth  day  of 
the  current  month,  and  a  discount  of  25  cents  per  month, 
])er  telephone,  where  the  rural  party  line  rental  rate  is 
paid  quarterly  in  advance,  payment  to  be  made  during  the 
first  month  of  the  current  quarter. 

Gettygburg 

Business,  main  line,  per  month $2  26 

Residence,  main  line,  per  month 1  TO 

Rpsidencp,  party  line,  per  month 1  60 

Rural  party  line,  per  month "    1  75 

Extension  sets,  per  month 50 
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Lebanon 

a.  line,  per  month $2  25 

in  line,  per  month 1  75 

R«sidenee,  party  line,  per  month ' 1  50 

Rural  party  line,  per  month 1  75 

E}d»n8ion  sets,  per  month 50 

Desk  sets,  extra 25 

The  case  was  keaxd  at  Gettysburg.  The  Potter  County 
Telephone  Company  appeared  by  R.  L.  Flickinger,  secre- 
tary.   The  board  web  represented  by  Oliver  E.  Sweet. 

In  eolmection  with  the  proceeding  held,  this  Board  caused 
this  plant  to  be  valued  by  its  engineer,  and  the  books, 
vonebers  and  accounts  of  the  company  to  be  examined  by 
its  statistician,  and  as  a  result  of  this  valuation  and  the 
examination  of  tiie  books,  accounts  and  vouchers,  this 
Boaard  is  of  the  opinion,  and  finds,  that  the  fair  and  rea- 
sonable value  of  the  telephone  system  of  the  Potter  County 
Telephone  Company  at  the  date  of  the  hearing  and  at  the 
present  time  was,  and  is,  $28,000.  The  operating  expenses 
as  shown  by  the  boobs  of  the  company  for  its  system  plant 
for  the  year  ending  December  31,  1917,  are  as  follows: 

Maintenance  and  depreciation $3,734  29 

Traffic  expenses 1,397  40 

General  expenses 1,654  55 

Taxes,  both  Federal  and  State 270  43 

The  operating  expenses  as  shown  for  the  year  1917  are 
considerably  in  excess  of  the  ojwrating  expenses  for  the 
year  1916  and  former  years.  This  higher  operating  cost 
is  shown  to  be  due  to  the  high  level  of  labor  and  material 
prices  obtaining  during  the  war  period.  It  likewise  appears 
from  the  testimony  that  the  company  finds  itself  obligated 
to  further  increase  the  salaries  of  its  employees.  Having 
given  careful  consideration  to  all  of  the  testimony  we 
approve,  and  find,  for  the  purposes  of  this  case,  estimated 
annual  operating  expenses  as  follows: 
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Maintcnaiur  $2,081  24 

Depreciation  of  plant  nnd  equipment 1,960  00 

Traffic  expenses 1,748  68 

General  expenses l-,774  55 

Taxes  .- 270  43 

TOTAL $7,834  90 

Included  with  these  operating  expenses  is  an  item 
"  Depreciation  of  plant  and  equipment,  $1,960."  All  other 
items  of  expense  as  shown  clearly  approximate  the  actual 
(xpenses  incurred.  The  allowance  of  a  certain  arbitrarj" 
amount  to  he  set  aside  as  a  depreciation  reserve  is  made  • 
lor  the  purpose  of  taking  care  of  the  lessened  money  value 
caused  by  the  deterioration  of  the  property  occasioned  by 
wear  and  tear  due  to  use  in  the  service  and  the  age  of  the 
facility,  to  obsolescence  due  to  changes  or  development  in 
the  art,  or  to  inadequacy  or  suiwrsession  caused  by  the 
jrroMih  of  the  business  so  that  the  old  facilities  are  no 
longer  adequate  or  sufficient  for  the  purposes  for  which 
I  hey  were  intended  and  must  be  replaced  by  larger  and 
more  up-to-date  units,  and  deferred  maintenance  caused  by 
failure  to  make  necessary  repairs  to  preserve  the  plant  in 
proper  condition.  The  question  of  making  an  allowance 
is  so  clearly  settled  that  we  consider  the  citation  of 
nnthority  hardly  necessary.  However,  in  Knoxrille  v. 
A.'wojT(7/*-  Water  Company,  212  U.  S.  1;  29  Sup.  Ct  149, 
ill  considering  the  question  of  depreciation,  the  United 
States  Supreme  Court  held  that  a  plant  with  all  its  addi- 
tions begins  to  depreciate  in  value  from  the  moment  of  its 
use  and  that  before  coming  to  the  question  of  profit  at  all, 
a  company  is  entitled  to  earn  a  sufficient  sum  annually  to 
provide  not  only  for  current  repairs  but  for  making  good 
the  depreciation  and  replacing  the  parts  of  the  property 
when  they  come  to  the  end  of  their  life,  and  tliat  it  was  not 
only  the  right  of  the  company  to  make  pro\-isiou  to  take 
care  of  such  replacement,  but  that  it  was  its  duty  to  its 
bond  and  stoc-kholders,  and  in  the  case  of  a  public  service 
corporation  at  least  its  plain  duty  to  the  public.     As  the 
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ninount  set  aside  for  annual  reserves  for  depreciation,  as 
well  as  the  amount  which  shall  be  paid  as  a  return  on  the 
%'alue  of  the  property  used  in  performing  the  service,  must 
be  me"t  from  revenues  and  paid  by  the  public  receiving  the 
t.ervice,  the  question  of  the  proper  determination  of  the 
j-ate  of  depreciation  should  receive  the  most  careful 
consideration. 

In  this  case  we  are  of  the  opinion  that  7  per  cent,  for 
depreciation  ■will  be  sufRcient.  For  the  purpose  of  com- 
parison we  have  prepared  a  table  setting  up  the  operating 
revenues  at  the  present  rates  and  at  the  rates  applied  for. 

Present  Rates 

Rates       Applied  For 

Revenues $8,476  35       $9,109  35 

Operating  expenses  and  ta,xes 7,834  90  7,834  90 


$641  45       $1,274  46 

Deducting  the  operating  expenses  and  taxes  from  tht^ 
total  revenues  a  net  return  is  shown  under  the  present 
rates  of  $641.45,  or  2.3  per  cent,  upon  the  fair  value  of  the 
property,  and  under  the  rates  applied  for,  the  net  revenue 
is  found  to  be  $1,274.45,  or  41/2  per  cent.  plus.  It  is  self 
evident  that  the  return  to  the  company  under  its  present 
rates  is  far  too  low.  We  tliink  it  ia  also  self  evident  that 
the  rate  of  return  imder  the  net  rates  applied  for  is  not 
excessive  and  that  the  proposed  rates  are  in  and  of  them- 
selves reasonable  and  that  the  application  of  said  rates  will, 
under  present  conditions,  result  in  a  low  rate  of  return. 
However,  when  operating  conditions  and  costs  become 
normal,  we  are  of  the  opinion  that  the  rates  applied  for 
will  prove  amply  sufficient  to  take  care  of  the  needs  of  the 
company,  including  the  payment  of  a  return  to  the  invest- 
ors of  approximately  7  per  cent,  on  the  value  of  the  prop- 
erty. While  it  is  true  that  the  rate  of  return  possible  at 
the  present  time  appears  low,  it  clearly  appears  that  the 
situation  is  brought  about  by  the  abnormal  conditions  due 
to  the  war.  We  are  clearly  of  the  opinion  that  all  of  the 
harden  brought  about  by  the  war  should  not  be  imposed 
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upon  the  public.  In  other  words,  we  feel  that  the  company 
should  assume  at  least  some  part  of  the  additional  cost. 
In  connection  with  the  adoption  of  the  discount  rule  it  is 
deemed  sufficient  to  say  that  it  is  the  customary  and  usual 
practice  to  require  payment  of  the  rates  in  advance. 

From  the  evidence  it  appears  that  the  company  has  failed 
to  secure  written  contracts  with  connecting  companies,  and 
it  likewise  appears  that  the  company  not  only  performs 
a  switching  service  for  certain  rural  telephone  line  com- 
panies, but  also  furnishes  said  companies  line  facilities 
extending  from  the  exchange  limits  to  a  point  in  the 
country  where  the  connection  is  made.  The  law  specifi- 
cally requires  each  and  every  telephone  company  in  this 
State  to  enter  into  written  contract  with  the  .connecting 
conipaiiies  and  file  a  certified  copy  of  such  contract  with  this 
Board.  The  law  further  specifically  provides  that  the 
maximmn  rate  that  may  be  charged  for  the  switching  of 
rural  party  lines  shall  not  exceed  25  cents  per  month,  per 
telephone. 

After  a  careful  examination  of  all  of  the  testimony  in 
this  proceeding,  we  are  of  the  opinion,  and  find,  that  the 
Potter  County  Telephone  Company  rates  for  the  future, 
and  until  the  further  order  of  this  Board  in  the  premises, 
should  be  as  follows : 

Geitysburg 

Business,  main  line,  per  niontli $2  00 

Residence,  main  line,  per  month 1  50 

Residence,  party  line,  per  month 1  25 

Rural  party  line,  per  month I  60 

Extension  sets,  per  month 60 

Lebanon 

Business,  main  line,  per  month $2  00 

Residence,  main  line,  per  month 1  60 

Residence,  party  line,  per  month 1  25 

Rural  party  line,  per  month 1  50 

Extension  sets,  per  month 50 

Desk  sets  for  either  business  or  residence  service  per  month, 

extra 26 
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that  the  company  be  permitted  to  name  a  rate  25  cents 
per  month,  per  telephone,  for  either  buraness  or  residence 
service  in  excess  of  the  rates  last  above  named,  from  whicli 
a  discomit  of  25  cents  per  month,  per  telephone,  will  be 
allowed  where  the  said  rental  is  paid  on  or  before  the 
fifteenth  day  of  the  current  month,  and  that  the  company 
be  permitted  to  name  a  rate  25  cents  per  month,  per  tele- 
phone, in  excess  of  the  rates  named  for  rural  party  line 
service,  from  which  a  discount  of  25  cents  per  month,  per 
telephone,  will  be  allowed  where  the  rural  line  rental  is 
X>aid  quarterly  in  advance,  payment  to  be  made  during  the 
^rst  month  of  the  current  quarter,  and  that  said  rates  be 
made  efFectiTe  as  of  January  1,  1919 ;  that  the  company  be 
required  to  enter  into  writtai  contract  with  each  and  every 
company  with  whicli  it  has  service  or  switching  connection.  ' 

As  conclusions  of  law  from  the  foregoing  facts  the  Board 
now  hereby  finds  and  deeidee  that  an  order  be  made  and 
entered  in  tiiis  proceeding  approving  the  schedule  of  rates 
last  above  set  fortii  as  of  January  1,  1919,  and  requiring 
the  Potter  County  Telephone  Company  to  at  once  enter 
into  written  contracts  with  each  and  every  telephone  com- 
pany with  which  it  has  service  or  switching  connection  and 
that  certified  copies  of  said  contract  to  be  flled  with  this 
Board  on  or  before  the  effective  date  as  previously  stated. 

Done  in  regular  session  in  the  city  of  Pierre,  the  Capital, 
on  this  twenty-ninth  day  of  November,  1918. 

Ordeb. 

This  Board,  having  completed  its  investigation  and  on 
this  day  filed  its  report  containing  its  findings  and  con- 
elusions,  and  being  fully  advised  in  the  premises,  and  suffi- 
cient cause  for  this  order  appearing, 

It  is,  therefore,  ordered,  considered  and  adjvdged:  (a) 
That  the  rates  for  telephone  rentals  and  telephone  service 
in  connection  therewith  for  the  Potter  County  Telephone 
Company  applying  at  its  exchanges  in  Gettysburg  and  Leb- 
nnon  and  rural  lines  connected  therewith  and  effective  as 
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of  January  1, 1919,  be,  and  hereby  are,  fixed  at  the  amounts 
as  follows: 

Gettysburg 

BoamesB,  main  line,  per  month 92  00 

Residence,  main  line,  per  month 1  SO 

Residence,  party  line,  per  month 1  25 

Rural  party  line,  per  month 1  60 

Extension  sets,  per  month 50 

Lebanon 

Bnsineas,  main  line,  per  month $2  00 

Itesidence,  main  line,  per  month 1  60 

Residence,  party  line,  per  month 1  25 

Rural  part?  line,  per  month 1  50 

Extension  sets,  per  month 50 

l)esk  sets  for  either  bosiness  or  residence  service  per  month, 

extra 25 

all  exchange  residence  and  business  rates  to  be  paid  on 
or  before  the  fifteenth  day  of  the  current  month,  and  that 
permission  is  granted  to  the  telephone  company  to  name 
a  rate  in  its  published  schedule  of  25  cents  per  [montii, 
per  telephone],  in  excess  of  the  above  subscribed  rates,  on 
condition  only  that  if  the  telephone  rental  is  paid  on  or 
before  the  fifteenth  day  of  the  current  month  in  which  the 
service  is  rendered,  a  discount  of  25  cents  per  month  shall 
be  allowed,  and  that  the  company  is  granted  permission  to 
name  a  rate  for  rural  party  line  service  25  cents  per  month 
in  excess  of  the  rates  approved,  on  condition  that  if  the 
said  rental  is  paid  quarterly  in  advance,  payment  to  be 
made  during  the  first  month  of  the  current  quarter,  a  dis- 
coimt  of  25  cents  per  month  shall  be  allowed. 

(b)  That  the  said  Potter  Comity  Telephone  Company 
be,  and  hereby  is,  commanded  and  required  to  enter  into 
written  contract  with  all  companies  with  which  it  has  serv- 
ice or  switching  connection,  and  that  certified  copies  of  such 
contracts  shall  be  filed  with  this  Board  on  or  before  Janu- 
ary 1,  1919. 

November  29,  1918. 
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In  re  Application  of  Dakota  Cbntbal  Telephone  Company 

FOR   AuTHOEITY   to   INCREASE   RaTES   FOB   EuEUL   PARTY 

Line  Service  at  Stratford. 

Docket  No.  3329. 

Decided  December  19,  1918. 

Aicnan  in  Bnr&l  Party  Line  Kate,  with  Prompt  Payment  Discount, 

Aitthorized  —  7  Per  Cent.  Estimated  for  ReMrre  for  Sepieciation  — 

7  Fei  Cent.  Fixed  as  Bate  of  Bettun. 

Report. 

In  this  case  the  Dakota  Central  Telephone  Company 
makes  application  for  permission  to  increase  its  rural  party 
line  telephone  rates  from  $12.00  per  year  if  paid  yearly 
in  advance,  or  $1.50  per  month  if  not  paid  in  advance,  to 
$15.00  per  year,  per  teleplione,  if  paid  quarterly  in  advance, 
or  $1.50  per  month  if  not  so  paid.  In  its  application  the 
company  stated  that  the  reason  for  asking  for  an  increase 
in  rates  was  that  the  cost  of  both  labor  and  material  had 
greatly  .increased,  and  that  the  revenue  received  under  its 
present  rates  was  not  sufficient  to  keep  the  equipment  in 
e£Bcient  condition,  take  care  of  necessary  reserves  and  pay 
any  return  whatever  upon  the  investment  The  matter  was 
set  down  for  hearing  at  Aberdeen.  The  company  appeared 
by  its  president,  Mr.  J.  L.  W.  Zietlow.  The  Board  was 
represented  by  its  counsel,  Mr.  Oliver  E.  Sweet. 

From  the  evidence  it  appears  that  the  Dakota  Central 
Telephone  Company,  in  coimection  with  the  operation  of 
its  general  telephone  system,  owns  and  operates  a  rural 
line  in  the  vicinity  of  Stratford  and  that  the  said  line,  upon 
which  it  serves  17  subscribers,  has  connection  with  the 
switchboard  at  that  point,  and  by  means  of  a  so-called  farm 
or  knife  switch  emergency  night  service  is  furnished  thru 
the  Aberdeen  exchange. 

A  valuation  of  the  line  was  made  by  the  company,  and  it 
claims  that  the  line  as  constructed,  on  the  basis  of  the  cost 
of  reproduction  new  is  of  the  value  of  $2,621.87.    No  figures 
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were  submitted  as  to  the  original  cost  or  as  to  the  present 
or  depreciated  value.  The  value  as  claimed  appears  high. 
This"  is  at  least  partly  accounted  for  when  it  is  considered 
that  approximately  30  miles  of  pole  line  and  34  miles  of 
■wire  are  in  place  to  serve  the  limited  number  of  subscribers. 
Assuming  a  fair  value  for  the  purpose  of  this  case  to  be 
$1,275,  and  making  an  allowance  of  7  per  cent,  on  such 
■value  to  cover  depreciation,  and  accepting  the  actual 
expenses  as  shown  by  the  company  for  the  year  1917  as  fair 
and  reasonable  for  the  future,  tlie  following  statement  of 
annual  expenses  results : 

UBintenance $10  88 

Switching  17  'phones  at  $3.00  per  year 51  00      . 

Taxes 17  86 

Depreciation 89  25 

TOTAL  $168  99 

For  the  purpose  of  comparison  the  following  table  is 
submitted.  It  shows  the  operating  revenues  of  this  line 
at  the  present  rate  of  $1.00  per  month,  or  $12.00  per  year, 
and  at  the  rate  of  $1.25  per  month,  or  $15.00  per  year : 

At  $12.00        At  $15.00    . 

R«venaes $204  00         $255  00 

Operating  expensce,  etc 168  09  168  99 

$35  01  $86  01 

Under  the  present  return  on  the  valuation  herein 
accepted  the  company  would  earn  slightly  less  than  3  per 
cent  Under  a  rate  of  $1.25  per  month,  or  $15.00  per  year 
as  applied  for,  its  return  on  the  same  valuation  would  be 
nearly  7  per  cent.  In  its  application  and  at  the  hearing  the 
company  requested  that  it  be  permitted  to  name  a  rate 
from  which  it  should  make  a  discount  where  the  rental  is 
paid  in  advance.  In  this  connection  it  is  deemed  sufficient 
to  say  that  we  have  in  numerous  cases  permitted  and  in 
fact  autliorized  the  adoption  of  a  rule  requiring  rents  to 
lie  paid  in  advance,  on  the  theory  that  prompt  payment  of 
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telephone  rentals  protects  the  public  and  the  company 
against  loss  arising  because  of  the  failure  of  subscribers 
to  pay  their  rents  in  any  event,  and  in  order  that"  collection 
expenses  may  be  kept  at  a  minimum.  The  aecounts  lost 
owing  to  unpaid  or  imcoUected  accounts,  as  wv\l  as  the 
expense  of  collection,  are  properly  charged  against  income, 
and  where  a  large  part  or  any  part  of  the  rental  remains 
unpaid,  or  where  the  collection  expense  is  unnecessarily 
high,  the  paying  subscribers  must  assume  the  burden  of 
supplying  the  lost  income  in  the  payment  of  advanced 
i"ates.  We  are  of  the  opinion,  and  find,  that  in  this  case  ■ 
the  telephone  company  should  be  permitted  to  name  a  rate 
of  $18.00  per  year  payable  quarterly  in  advance,  with  an 
allowance  of  a  discount  of  25  cents  per  month  if  the 
quarterly  rates  are  paid  during  the  first  month  of  the  cur- 
rent quarter. 

From  a  careful  consideration  of  all  of  the  evidence  in 
this  case,'  we  are  of  the  opinion,  and  find,  that  an  order 
should  be  made  and  entered  in  this  proceeding  approving' 
a  rural  party  line  telephone  rental  rate  of  $1.25  per  month, 
or  $15.00  jwr  year,  and  that  the  order  should  contain  a 
,  provision  permitting  the  company  to  name  a, rate  25  cents 
per  month,  per  telephone,  in  advance  of  the  net  rate  herein 
fixed,  a  discount  of  25  cents  per  month,  per  telephone,  to 
be  allowed  where  the  rental  is  paid  quarterly  in  advance, 
pajinent  to  be  made  during  the  first  month  of  the  current 
quarter,  and  that  the  rates  herein  fixed  and  established 
should  be  permitted  to  become  effective  January  1,  1919. 

Done  in  regular  session  at  the  city  of  Pierre,  the  Capital, 
this  nineteenth  day  of  December,  1918. 

Obder. 

On  this  date,  this  Board  having  completed  its  investiga- 
tion and  made  and  filed  its  report  containing  its  findings 
and  conclusions  and  being  fully  advised  in  the  premises, 
and  sufficient  cause  for  this  order  appearing, 

It  is,  therefore,  ordered,  considered  and  adjudged,  That 
the  rural  party  line  telephone  rental  rate  of  the  Dakota 


DigilizcdbyGOOglc 


786    South  Dakota  Board  of  Railroad  Commissiokeks. 

IS.  I*. 
Central  Telephone  Company  in  the  vicinity  of  Strafford  be, 
and  hereby  is,  approved,  to  become  effective  January  1, 
1919,  as  follows:  for  rural  party  line  service  $18.00  per 
year,  payable  quarterly  in  advance,  a  discount  of  25  cents 
per  month  to  be  allowed  where  the  payment  is  made  during 
the  first  month  of  the  current  quarter. 
December  19,  1918. 


In  re  Application  of  Dakota  Central  Telephone  Compasy 
FOR  Authority  to  Increase  Bates  for  Rural  Party 
Line  Service  at  Aberdeen. 

Docket  No.  3330. 

Decided  December  19,  1918. 

Incr«Me'  in  Bsrttl  Faitf  Line  Rate,  with  Frompt  Faynunt  Diacoont,. 

Authorized  —  7  Per  Cent.  Estimated  for  Beserre  for  Depreciation  < — 

7  Per  Cent.  Fixed  for  Bate  of  Betnm. 

Report. 

This  is  an  -appUcation  of  the  Dakota  Central  Telephone  ' 
Company  for  permistiion  to  increase  its  rural  party  line 
telephone  ratfs  from  $12.00  per  year  in  advance,  or  at  tlie 
rate  of  $1.50  per  month  if  not  paid  yearly  in  advance,  to 
$15.00  per  year  payable  quarterly  in  advance,  or  $1.50  per 
month  where  the  rental  is  not  so  paid.  The  matter  was 
set  down  for  hearing  at  Aberdeen.  TJie  company  appeared 
by  J.  L.  W.  Zieilow,  its  president.  The  Board  was  repre- 
sented by  its  counsel,  Mr.  Oliver  E.  Siveet. 

The  evidence  shows  tliat  the  company  owiis  and  operates 
Arith  direct  connection  with  itp  Aberdeen  exchange  rural 
party  lines  by  means  of  which,  at  the  time  of  the  hearing, 
445  suhscrilxTs  were  receiving  service;  that  24-hour  or 
continuous  service  is  furnished;  that  the  average  age  of 
tlie  lines  is  approximately  as  follows:  one-third,  twelve 
years,  one-third,  nine  years  and  the  remainder  four  or 
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five  years.  A  valuation  of  these  rural  lines  in  the  Aber- 
deen exchajige  area  was  made  by  the  company,  and  it  claims 
that  the  lines  and  equipment  as  constructed  and  located  on 
the  basis  of  the  cost  of  reproduction  new  is  of  the  value  of 
$34,250.16.  No  evidence  was  submitted  either  as  to  the 
original  cost  or  as  to  the  present  or  depreciated  value  of 
the  plant.  We  have  assumed  tiiat  the  quantities  of  the 
different  classes  of  material  and  equipment  in  place,  as 
shown  by  the  company  in  the  inventory  submitted,  are  cor- 
rect. A  careful  examination  of  the  unit  prices  applied  in 
arriving  at  the  reproduction  cost  new,  heretofore  noted, 
appears  to  show  that  an  excessively  high  level  of  unit  costs 
was  used  to  arrive  at  the  value  of  certain  classes  of  equip- 
ment. From  a  careful  examination  of  all  of  the  evidence, 
this  Board  is  of  the  opinion,  and  finds,  that  the  fair  value 
for  the  purposes  of  this  case  of  the  rural' telephone  lines  of 
the  Dakota  Central  Telephone  Company  in  the  Aberdeen 
exchange  area  at  the  date  of  the  hearing  and  at  ttie  present 
time,  was,  and  is,  $27,000. 

The  operating  expenses  as  shown  by  the  company  for 
the  period  from  March  1,  1917,  to  March  1,  1918,  are  as 
follows ; 

Maintenance $880  61 

Batteries 207  11 

Uncollectible  bills , 15  00 

Taxes 157  70 

Switching  433  'phones  at  25  cents  per  month 1,299  00 

Depreciation  7  per  cent,  on  invcntorj-  value  of  $34,250.16 2,397  51 

TOTAb $4,956  93 

The  amounts  covering  maintenance,  batteries  and  taxes 
may  be  taken  as  fairly  indicative  of  the  future  needs  of 
the  company  in  respect  to  those  items.  Although  taxes 
may  run  somewhat  higher,  the  amount  of  $1,299,  covering 
the  SM'itching  of  433  telephones,  is  apparently  erroneous. 
The  testimony  clearly  .shows  that  there  was  installed  as  of 
June  1,  1918,  445  telephones,  and  that  niunber  of  instru- 
ments was  included  in  tlie  inventory  submitted  by  the  com- 
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party's  engineer.  The  amount  set  aside  for  depreciation 
reserve  will  of  necessity  be  reduced  if  the  same  percentage 
which  we  approve  is  applied  to  the  valuation  herein  found 
reasonable.  In  the  statement  of  expenses  submitted  by  the 
company  no  allowance  was  claimed  to  cover  general  and 
traffic  expenses.  Having  given  the  matter  careful  con- 
sideration, we  approve,  and  find,  for  the  purposes  of  this 
case,  estimated  annual  operating  expenses  as  follows: 

M{unt«nance  expenses,  including  batteries $1,087  72 

General  expenses 300  00 

Switching  445  telephones  at  $3.00  per  year 1,335  00 

Taxes  175  00 

Depreciation  7  per  cent,  on  value  of  $27,000 1,890  00 

TOTAL ._. : $4,787  72 

For  the  purpose  of  comparison,  we  submit  the  following 
s-tatement,  in  Miiich  is  set  up  the  operating  revenues  of 
these  rurdl  lines  at  the  present  rates  of  $1.00  per  month, 
or  $12.00  per  year,  and  at  the  proposed  rates  of  $1.25  per 
month,  or  $15.00  per  year. 

'  Present        Proposed 

Rates  Ralen 

Revenue $5,340  00       $6,675  00 

Operating  expenses    4,787  72         4,787  72 

XET  BEVENi-ES $5.52  28       $1,887  28 

Under  the  present  rates,  oil  the  valuation  herein 
approved,  the  company  would  earn  slightly  over  2  pei- 
cent.,  while  under  the  rate  of  $1.25  per  month,  or  $15.00  per 
year,  its  return  on  the  same  valuation  would  be  approxi- 
mately 7  per  cent.  The  com]>any  is  entitled  to  earn  a  fair 
return  upon  the  value  of  its  property  devoted  to  the  public 
use,  and  we  find  that  the  possible  rate  of  return,  if  the 
rates  applied  for  are  authorized,  will  not  be  unreasonable 
nor  unjust.  In  its  application  the  company  as  previously 
stated  asks  that  it  be  pennitted  to  name  a  rate  from  whit-li 
a  discount  is  allowed  where  the  rental  is  paid  quarterly 
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in  advance.  We  have  granted  like  pennisffloit  in  numerous 
cases,  and  in  discussing  this  question  in  the  matter  of  the 
Application  of  the  Webster  Telephone  Company  for 
Authority/  to  Increase  Rural  Line  Telephone  Rates*  S.  D. 
R.  R.  Com.  1916,  Annual  Report,  page  259,  Public  Utilities 
Report  1916D,  page  603,  we  said: 

"  la  answer  to  a  protest  made  on  behalf  of  the  subscribers  against  a 
requirement  which  would  permit  of  the  naming  of  a  rate  to  be  paid 
before  the  service  is  performed,  and  particularly  of  a  rate  from  which  a 
discount  should  be  allowed  for  prompt  payment,  and  as  instancing  the 
unreasonableness  of  sach  a  provision,  the  attention  of  the  Board  was 
«alled  to  the  fact  that  in  no  case  were  the  subscribers,  who  were  farmers, 
able  to  exact  payment  for  their  productions  in  advance.  It  is  snfBcient, 
however,  on  this  branch  of  the  case,  that  a  different  rule  applies  to  public 
service  corporations,  whose  business  is  subject  to  regulation,  and  whose 
rates  are  fixed  by  the  government,  than  to  private  individuals  engaged  in 
a  private  enterprise.  It  is  the  customary  and  nsoal  practice  to  require 
payment  of  the  rates  in  advance  to  protect  the  publio  and  the  t«lephone 
company  against  loss  arising  because  of  the  failure  of  the  subscribers  t£i 
pay  their  rent  in  any  event.  The  only  source  of  revenue  a  public  service 
corporation  has  is  from  the  rates  received  for  the  seirvice  which  it  per- 
forms for  its  Bubscribera,  and  if  a  lai^  part  or  any  part  of  these  rates 
remain  unpaid,  then  the  remaining  subscribers  must  assume  the  burden 
of  the  lost  accounts  in  increased  rates,  for  under  such  a  system  lost 
accounts  from  removals  and  from  other  causes  may  be  chai^d  against 
the  income,  thus  reducing  the  net  revenue,  and  in  some  instances  requiring 
advances  in  rates." 

Experience  has  demonstrated  to  our  satisfaction  that 
ivhere  the  discount  rule  has  been  in  operation  the  amounts 
lost  by  reason  of  unpaid  or  uncollectible  bills  has  been 
materially  reduced,  and  that  the  cost  of  making  collections 
has  been  very  materially  lessened.  Vi'e  are  of  the  opinion, 
and  find  in  this  case,  that  the  telephone  company  should 
l>e  granted  permission  to  name  a  rate  of  $18.00  per  year, 
payable  quarterly  in  advance,  with  an  allowance  of  a  dis- 
<-omit  of  25  cents  per  month  if  the  quarterly  rental  rates 
are  paid  during  the  first  month  of  the  current  quarter. 

From  a  careful  consideration  of  all  of  the  e^^dence  in 
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this  case,  we  are  of  the  opinion,  and  find,  that  an  order 
should  be  made  and  entered  in  this  proceeding  a^pproving 
a  rural  party  line  telephone  rental  rate  of  $1.25  per  mouth, 
or  $15.00  per  year,  and  that  the  order  should  contain  a 
provision  permitting  the  company  to  name  a  rate  25  cents 
per  month  in  advance  of  the  net  rates  herein  fixed,  a  dis- 
count of  25  cents  per  month,  per  telephone,  to  be  allowed 
where  the  rental  is  paid  quarteih'  in  advance,  pajinents 
to  be  made  during  the  first  month  of  the  current  quarters, 
and  tliat  the  rates  herein  fixed  and  established  be  permitted 
to  become  effective  January  1,  1919. 

Done  in  regular  session  at  the  city  of  Pierre,  the  Capital, 
on  this  nineteenth  day  of  December,  IMS. 

Order. 

On  this  date  tliis  Board  having  completed  its  investiga- 
tion and  made  and  filed  its  report  containing  its  findings 
and  conclusions,  and  being  fully  advised  in  the  premises, 
and  sufficient  cause  for  this  order  appearing, 

It  is,  therefore,  ordered,  considered  and  adjudged,  Tliat 
the  rural  party  line  telephone  rental  rate  of  the  Dakota 
Central  Telephone  Company  in  its  Aberdeen  exchange  area 
be,  and' hereby  is,  approved,  to  become  effective  Jamiaiy  1, 
1919,  as  follows: 

For  rural  party  line  ser\ice  $18.00  per  year,  payable 
quarterly  in  advance,  a  discount  of  25  cents  per  month  to 
be  allowed  where  payment  is  made  during  the  first  montli 
of  the  current  quarter.  This  order  is  not  to  be  construed 
as  in  any  manner  modifying  the  rates  in  effect  on  the  class 
of  service  received  by  those  subscribers  of  the  company  who 
reside  in  the  town  of  Bath. 

December  19,  1918. 
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In  re  Alligation  op  Tbi-County  Paemebs  Telephoiti 
Company  of  Irene  fob  Authority  to  Incbbase  Bates. 

F-571. 

Decided  December  24,  1918. 

IncT«Me  in  B««idence  vbA  Boial  Eatta  AnthArixed  —  Increue  in  Bnsi- 

11688  Kate  Denied  —  Bnrftl  Bate  Hade  Higlier  than  Residence  Bate 

due  to  HeavT  Deficit  in  Operation  of  Bnral  Lines  —  Prompt 

Payment  Disconnt  Authorized  —  Subscribers,  Hot  Oompany, 

shonld  Determine  Whether  Night  Calls  are  Emergency 

Calls  —  Extension  of  Hours  of  Service  Ordered. 

Applicant,  operating  exclianges  at  Irene  and  Voliii  serving  155  town 
and  427  rural  subscribeni,  souglit  authority  to  increase  business,  residence 
and  rural  rates  by  from  25  per  cent,  to  50  per  eent.  In  1917  it  sustained 
a  deficit  of  1,21  per  eenf.,  including  reserve  for  depreciation.  Three 
valuations  were  submitted,  the  lowest  of  which  Rave  the  depreciated  value 
as  $32,388,  and  the  Commission  filled  the  value  at  $30,000.  The  book 
value  was  $28,846.94,  and  the  capital  stock  was  $17,275.  The  Commission 
found  that  on  the  rural  lines,  operating,  revenues  at  present  rates  amount 
to  $5,145,  while  the  expenses  and  deductions  properly  chargeable  against 
such  revenue  amount  to  $7,458.11. 

Held:  That  the  business  rate  of  $2.00  per  month  was  sunicientty  high 
and  entirely  remunerative ; 

That  a  rate  of  $1.00  per  month  for  rural  service  was  entirely  inadequate 
to  cover  the  proper  proportion  of  the  operating  expenses  attributable  to 
the  rural  lines,  and  a  rate  of  $1.30  per  month,  which  was  fair  and  reason- 
able, should  be  authorized; 

That  residence  rates  should  be  advanced  from  $1.00  to  $1.25  per  month, 
in  order  that  a  proper  distribution  of  the  burden  of  the  cost  of  the  service 
might  be  had ; 

That  the  company  should  be  authorized  to  put  into  effect  a  )>rompt 
payment  discount  by  charging  rates  25  cents  per  month  in  excess  of  the 
rates  authorized,  subject  to  a  discount  of  25  cents,  and  that  notice  of  the 
discount  rule  should  be  plainly  printed  on  the  face  of  hilts  rendered  to 
telephone  patrons; 

That  as  to  emei^ncy  night  service,  which  had  been  confined  to  calls 
for  physicians,  and  which  were  not  handled  unless  deemed  by  the  com- 
pany to  be  emergency  calls,  it  was  the  province  of  the  subscriber  to 
determine  whether  a  given  call  was  an  emergency  call,  and  the  company 
shonld  not  assume  the  power  arbitrarily  to  dictate  to  its  subs<'ril>er3  as  to 
what  were  and  what  were  not  emergency  calls,  and  it  should  amend  its 
mies  so  to  provide ; 
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That  the  hours  of  eervice  of  the  company  should  be  extended  so  as  to 
famish  week  day  service  between  December  1  and  April  1  from  7  a.  u. 
until  10  p.  M.,  and  between  April  1  and  December  1  from  6  a.  m.  to  10 
p,  M.,  Sunday  service  to  be  8  a.  m.  to  12  m.  and  1  p.  M.  until  6  p.  u.,  and 
that  as  to  night  service,  some  person  or  operator  able  to  hdndle  the  switch- 
board should  sleep  in  the  room,  with  a  night  alarm  bell  attached  to  the 
switchboard,  so  as  to  attend  to  emet^ncy  nigbt  calls. 

Befobt. 
The   Tri-Couiity   Farmers    Telephone   Company   makes 
application  to  increase  its  telephone  rental  rates.    Its  rates 
now  ill  effect  are  as  follows : 

Per  Month    Par  Annum 

Bnsiness  telephones $2  00  $24  00 

Residence  telephones   1  00  12  00 

Extensions  of  business  or  residence  .'phones &0  6,00 

Rural  telephones 1  00  12  00 

The  company  applies  for  permission  to  publish  and  put 
into  effect  rates  as  follows : 

Per  Month  Per  Annum 

Business  telephones' : $2  50  $30  00 

■  Residence  telephones 1  50  18  00 

Rural  telei>hones , 1  50  18  00 

Extension  of  business  or  residence  'phones 50  6  00 

With  the  exception  of  the  extension  rate,  the  above  rental  rates  to  be 
subject  to  a  disKOnnt  of  25  cents  a  month  if.  as  to  the  town  telephones, 
they  are  |)aid  monthly  in  advance,  and  as  to  the  rural  telephones,  if 
paid  quarterly  in  advance. 

After  the  filing  of  the  application  to  increase  the  rates, 
a  service  complaint  was  filed  by  nmnerous  of  the  company's 
subscribers  in  which  they  coinplained  against  the  servdee 
furnished  by  the  company  and  asked  for  additional  or 
extended  service.  The  ])resent  week  day  service  is  from 
7  A.  M.  to  9  p.  M.,  and  on  Sundays  and  holidays  from  9  a.  m. 
to  11  A.  M.  and  4  to  6  p.  m.  The  night  seii'iee  is  limited 
to  emergency  calls  and  calls  for  physicians  between  10  p.  m. 
and  6  a.  m.  The  subscribers  desire  that  this  siervice  be 
enlarged  so  as  to  provide  week  day  service  i'Tom  7  a.  m.  to 
10  p.  M.,  and  Sunday  and  holiday  service  from  8  A.  M.  to  12 
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H.  and  1  p.  M.  to  6  p.  m.,  ■with  night  eervice  so  that  they  will 
be  able  to  get  their  calls  through'  when  desired.  For  ttiis 
additional  service  the  company  asks  that  its  application  be 
amended  so  as  to  apply  for  a  rate  of  $16.00  per  year, 
payable  quarterly  in  advance,  or  $18.00  per  year  if  not 
paid  in  advance. 

The  case  was  heard  at  Irene.  The  company  appeared  by 
its  secretarj'  and  manager,  Mr.  H.  P.  Hartivell.  The  com- 
plaining subscribers  apjjeared  by  their  attorney,  Mr.  A.  L. 
Wyman  of  Yankton. 

The  Tri-County  [Farmers]  Telephone  Company  owns 
and  operates  the  exchanges  at  Irene  and  Vobn  in  Yankton 
County,  and.  in  connection  with  each  excliange  operates 
rural  lines.  It  also  operates  toll  lines  between  Irene, 
Viborg,  Vobn  and  Wakonda. 

It  is  contended  by  the  telephone  company  that,  because 
of  the  verj-  heavy  increases  which  have  occurred  in  the  cost 
of  materials  and  supplies  bf  all  kinds,  and  the  advances  in 
wages  of  linemen  and  operators,  it  has  for  several  years 
t.uflFered  a  decline  in  its  net  revenues,  and  for  the  calendar 
year  ended  December  31,  1917,  operated  at  a  loss,  having 
a  deficit  equivalent  to  1.21  per  cent. 

Three  valuations  of  the  plant  and  equipmi.-nt  of  the  tele- 
phone company  are  shown  in  the  record.  One  valaatiou 
was  made  by  a  Mr.  E.  C.  Hurd,  a  telephone  engineer  for- 
merly in  the  employ  of  the  Nebraska  Railroad  Commission ; 
another  valuation  was  made  by  the  engineer  for  this  Board. 
In  addition  to  these  valuations  showing  the  cost  of  repro- 
duction new  and  the  present  value,  we  have  had  tlie  accounts 
of  the  company  examined  by  our  statistician,  and  as  the 
result  of  his  examination  he  has  reproduced  in  an  exhibit 
the  company's  book  cost  of  the  plant.  He  states,  however, 
that  this  book  cost  of  the  plant  does  not  represent  truly  the 
actual  investment  of  the  company,  for  that  in  the  early  days 
before  the  issuance  by  this  Board  of  its  telephone  account- 
ing circular  many  items  properly  chargeable  to  the  cost  of 
property  account  or  cost  of  plant  and  equipment  were 
charged  to  operating  expenses.    Both  engineers  unwittingly 
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inclnded  the  oflSce  buildings  and  lots  as  a  part  of  the  prop- 
erty of  the  company,  and  did  so  on  the  theory  that  the 
buildings  and  lots  belonged  to  the  company,  which  was  not 
the  fact;  the  buildings  belong  to  the  officers  of  the  company 
and  were  rented  by  the  company,  and  consequently  the 
valuations  of  the  engineers  should  be  reduced  by  the  value 
of  the  real  property  erroneously  included  in  tlieir  respective 
valuations.  It  will  serve  no  useful  purpose  to  enter  into 
a  lengthy  discussion  as  to  values.  We  have  carefully  exam- 
ined all  of  the  testimony  on  the  question  of  valuation,  and  for 
the  purposes  of  this  case  are  of  the  opinion,  and  find,  that 
the  value  of  the  property  of  the  company  used  in  the  tele- 
Ijlione  service  is  $30,000.  The  record  cost  of  the  plant  and 
equipment  of  this  company  as  shown  by  its  books  amounts 
to  $28,846.94.  Its  cost  of  reproduction  new  as  established 
by  Engineer  Hurd  in  his  valuation  is  $50,301.05,  and  his 
present  or  depreciated  value  is  $36,662.76.  The  cost  of 
reproduction  new  as  established  by  the  engineer  for  this 
Board  is  $49,149,  and  his  present  or  depreciated  value  is 
$35,888.  The  r(?al  estate  improperly  included  in  these  val- 
uations is  wortJi  approximately  $3,500.  In  establishing  our 
figure  of  $30,000  as  the  valuation  in  this  case,  we  have 
made  some  allowance  for  the  items  improperly  charged  to 
operating  expenses,  and  have  also  given  careful  considera- 
tion to  the  present  or  depreciated  values  as  fixed  by  the 
engineers. 

The  examination  of  the  accounts  of  the  company  cover 
the  entire  period  from  its  organization  in  1903  down  to  and 
including  the  calender  year  ended  December  31, 1917.  The 
record  cost  of  the  plant  and  equipment  of  the  company  on 
December  31,  1904,  was  $8,664.91,  while  on  December  31, 
1917,  this  item  had  reached  $28,846.94.  Dividends  were 
paid  by  the  company  only  during  the  years  1909-1912, 
inclusive,  and  it  quite  clearly  appears  that  the  plant  has 
been  built  up  out  of  the  earnings.  With  a  capital  stock  of 
only  $17,275,  the  company  ownis  a  plant  which  cost  it, 
according  to  its  own  records,  $28,846.94,  and  this  item  does 
not  accurately  or  truly  set  forth  the  actual  cost  to  the  com- 
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pany,  because  of  the  fact  that  in  previous  years  many 
items  properly  chargeable  to  the  cost  of  plant  and  equip* 
ment  were  charged  to  operating  expenses. 

While  the  operating  revenues  have  increased  from 
$5,000.69  in  1909  to  $9,471.01  for  the  year  ended  December 
31,  1917,  during  this  same  period  the  operating  expenses 
and  taxes  have  increased  from  $2,739.35  in  1909  to  $9,820.54 
for  the  year  ended  December  31,  1917.  The  net  income 
in  1909  was  $2,261.34,  and  for  the  year  ended  Decem- 
ber 31,  1917,  there  was  a  deficit  of  $349.53.  The  net 
income  for  1909  as  shown  by  the  books  of  the  company 
at  $2,261.34  does  not  accurately  disclose  the  earnings  of 
the  company  during  the  year  because  of  the  fact  that 
there  was  no  amount  set  aside  in  the  depreciation  reserve 
in  1909.  Its  cost  of  plant  and  equipment  at  that  time 
represented  $24,742.12,  and  had  there  been  set  aside  in 
that  year  a  sum  equal  to  the  amount  set  aside  for  depre- 
ciation in  1910,  or  $742.12,  its  net  income  would  have  been 
reduced  to  $1,519.22,  and  after  deducting  the  dividend  of 
$820  paid  in  that  year  there  woiUd  have  been  a  balance  of 
$699.22  to  carry  to  the  surplus  acooont.  The  rate  of  return 
in  1909  on  the  value  of  the  property  then  used  in  the  tele- 
phone service  was  9.14  per  cent.,  and  for  the  year  1917 
there  was  a  deficit  of  1.21  per  cent.  Table  L  set  forth 
below  portrays  the  decline  in  net  returns  for  the  year  ended 
December  31,  1909-1917,  inclusive: 
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We  have  made  an  analysis  of  the  operations  of  this  com- 
pany for  the  purpose  of  discovering  where  and  in  connec- 
tion with  what  particular  branch  of  th6  service  the  deficit 
occurs.  The  company  has  155  subscribers  on  its  exchanges 
and  427  rural  subscribers,  or  a  total  of  5^  in  all.  The 
operating  revenues  derived  from  the  rural  lines  at  the  pres- 
ent rates,  on  the  basis  of  the  number  of  subscribers  receiv- 
ing service  on  December  31,  1917,  amount  to  $5,145,  while 
the  operating  expenses  and  deductions  properly  charge- 
able against  this  revenue  amount  to  $7,458.11,  leaving  a 
deficit  from  the  operation  of  the  rural  lines  of  $2,313.11. 
The  company  has  asked  for  an  increase  of  25  ceits  in  rates 
for  each  branch  of  the  service.  Our  study  of  this  record 
convinces  us  that  the  business  rate  of  $2.00  per  month  in 
effect  at  the  exchanges  in  Irene  and  Volin  is  sufficiently 
high  and  entirely  rennmerative ;  and  we  are  likewise  of  the 
opinion  that  advances  must  be  made  in  the  rates  for  resi- 
dence and  rural  line  sei-vice.  An  advance  of  25  cents  a 
month  on  the  residence  rates  will  produce  additional  reve- 
nue of  $315  per  annum,  and  an  advance  of  30  cents  per 
month  in  the  -ural  line  reuta!  rates  wUI  produce  additional 
revenue  in  the  sum  of  $1,537.20  per  amiiun.  If  these 
advances  are  allowed,  they  will  produce  a  total  additional 
revenue  of  $1,852.20  per  annmn  on  the  basis  of  the  number 
of  subscribers  receiving  service  on  December  31,  1917. 

As  in  all  cases  which  have  come  under  our  observation, 
the  cost  of  operation  per  telephone  instrument  or  per  sub- 
scriber or  per  station  is  higher  on  the  rural  lines  than  on 
the  lines  within  the  city  or  town,  and  this  arises  from  the 
fact  that  in  order  to  make  repairs  on  rural  lines  it  is  neces- 
sary to  take  an  automobile  or  other  couvej-ance  and  spend 
a  large  amount  of  time  in  driving  to  and  returning  from 
the  place  where  the  repair  is  to  be  made,  wliile  in,  the  city 
this  expenditure  is  not  always  necessary  and  simple  repairs 
may  be  made  in  a  very  short  space  of  time.  It  is  quite 
clear  to  us  from  an  examination  of  this  record  that  a  rate 
of  $1.00  per  month  for  rural  telephone  service  is  entirely' 
inadequate  to  cover  the  proper  proportion  of  the  operating 
expenses  of  this  company  attributable  to  the  rural  lines,  . 
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and  we  are  tiieref ore  of  the  opinion,  and  find,  that  a  fair 
and.  reasonable  rural  party  telephone  rentat  rate  for  this 
company  is  $1.30  per  month,  or  $15.60  per  annum.  We  are 
also  firmly  of  the  opinion  that  a  proper  distribution  of  the 
burden  of  the  cost  of  the  service  in  this  case  calls  for  an 
increase  of  25  cents  per  month  in  the  residence  rate,  and 
that  a  rate  of  $1.25  per  month  or  $15.00  per  annum  is  a 
fair  and  reasonable  rate  for  residence  telephone  service  in 
the  cities  of  Irene  and  Volin. 

The  company  asks  permission  to  publish  a  gross  rate 
of  25  cents  per  month  higher  than  the  rates  herein 
approved,  on  condition  that  the  gross  rates  be  subject  to  a 
discount  of  25  cents  per  month  if,  as  to  the  business  and 
residence  rates,  tbey  are  paid  in  advance  on  or  before  the 
fifteenth  day  of  the  current  month,  and  if,  as  to  rural  tele- 
phone rented  rates,  they  are  paid  quarterly  in  advance 
during  the  fii^  month  of  the  exirrent  quarter.  This  prac- 
tice has  been  established  by  public  service  corporations 
and  by  this  and  other  regulating  bodies  to  protect  the 
revenues  of  the  coc^iani'r'  Such  a  rule  usually  results  in 
having  all  of  the  telephone  rental  rates  paid  in  advance. 
Where  rates  are  not  paid  until  after  the  service  is  ren- 
dered, there  is  a  loss  to  the  company  from  bad  aceoimts, 
and  in  establishing  rates  allowance  must  be  made  for  the 
losses  accruing  from  bad  accounts.  Under  the  discoimt  rule 
no  sack  allowance  is  made.  The  practice  is  too  well  estab- 
lished to  require  lengthy  discussion,  and  to  those  who  pay 
their  rent  promptly  there  is  no  increase  in  the  net  rate.  In 
the  absence  of  such  a  rule  the  company  is  required  to  put  on 
a  collector  to  collect  the  rents  of  those  who  do  not  pay 
promptly,  and  this  collection  cost  is  a  proper  charge  in  oper- 
ating expenses.  The  rule  has  been  adopted  by  regulating 
commissions  and  public  service  corporations  not  only  to 
protect  the  revenues  of  the  company  but  to  protect  those 
patrons  of  the  companies  who  pay  their  bills  promptly. 

The  rates  herein  established  may  be  made  effective  Jan- 
uary 1,  1919,  and  each  patron  should  be  notified  of  the 
increase  in  rates  and  of  ttie  establishment  of  the 'discount 
rule  in  order  that  an  opportimity  may  be  afforded  to  him 
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to  take  advantage  of  the  rule  and  to  protect  himself  in  the 
payment  of  the  net  rate.    This  notice  of  the  discount  mle 
should  be  plainly  printed  on  the  face  of  bills  rendered  to 
telephone  patrons. 

We  have  carefully  examined  the  testimony  in  this  record 
regarding  the  hours  during  which  telephone  service  is 
being  furnished  by  the  company  to  its  subscribers  and  the 
requests  made  by  subscribers  for  a  more  extended  service. 
There  is  an  inkling  in  this  record  that  the  emergency  night 
service  has  been  confined  to  calls  for  physicians,  and  the 
manager  of  the  telephone  company  testified  that  unless 
the  call  was  such  a  call  as  was  deemed  by  the  company  to 
be  an  emergency,  it  was  not  handled.  It  has  not  been  our 
experience  that  persons  will  get  up  in  the  night  time,  or, 
rather,  sit  up  nights,  merely  for  the  purpose  of  tele^^on* 
ing.  If  such  instances  occur,  they  mnst  of  necessity  be 
verj'  rare.  In  the  first  instance,  we  believe  it  is  the  prov- 
ince of  the  subscriber  to  determine  as  to  whether  a  given 
call  is  an  emergency  call,  and  that  the  company  should  not 
assume  arbitrarily  the  power  to  dictate  to  it«  subscribers 
as  to  what  are  and  what  are  not  emergency  calls.  Many 
instances  might  arise  necessitating  the  putting  through  of 
a  telephone  call  in  the  night  time  in  addition  to  calling  for 
a  physician  or  a  nurse,  and  we  believe  that  the  rules  of  the 
company  should  be  amended  so  that  the  patrons  of  the 
company  and  not  the  operators  or  officials  of  the  compuiy 
should  determine  in  the  first  instance  whether  a  particular 
message  is  an  emergency  call.  It  is  quite  unlikely  that 
such  a  rule  would  be  abused,  and  if  it  were,  the  remedy 
can  be  applied  after  it  has  been  discovered  that  ttie  rule 
is  being  abused. 

Upon  a  careful  consideration  of  aU  of  the  evidence  on 
this  branch  of  the  case,  we  are  of  the  opinion,  and  find, 
that  the  service  should  be  enlarged  so  as  to  furnish  week 
day  service  between  December  1  and  April  I  from  7  a.  M. 
until  10  p.  M.,  and  between  April  1  and  December  1  from 
6  a.  M.  to  10  p.  M. ;  that  the  Sunday  service  should  be  from 
8  A.  M.  to  12  M.,  and  from  1  until  6  p.  m.,  and  that  as  to  the 
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night  service,  it  will  be  sufficient  to  have  an  operator  or 
some  person  who  is  able  to  handle  the  switchboard  sleep  in 
the  room,  with  the  night  alarm  bell  attached  to  the  switch- 
board, so  as  to  attend  to  all  calls  coming  in  in  the  night 
time  between  the  hours  when  continuous  service  is  not 
afforded. 

Let  an  order  be  entered  accordingly. 

Done  in  regular  session  at  the  city  of  Pierre,  the  Capital, 
on  this  twenty-fourth  day  of  December,  1918. 

Obdek. 

On  this  day,  the  Board  having  completed  its  investiga- 
tion and  made  and  filed  its  report  containing  its  findings 
and  conclusions,  a  copy  whereof  is  hereunto  annexed, 
hereby  referred  to  and  made  a  part  of  this  order,  and  the 
Board  b«ing  fuUy  advised  iii  the  premises,  and  sufficient 
«aase  for  this  order  appearing, 

It  is  ordered,  That  the  Tri-Countj*  [Farmers]  Tele- 
phone Company  be,  and  it  hereby  is,  authorized  to  pub- 
lish and  put  into  effect  January  1,  1919,  a  schedule  of 
telephone  rental  rates  at  its  exchanges  in  Irene  and  Volin 
and  on  its  rural  lines  as  foUows,  to-wit : 

Per  Month     Per  Annum 

Business  telephones  82  26  $27  00 

Sesideiice  telepbonee 1  SO  18  00 

Riml  party  telephones  1  5S  18  60 

Exten^on  telephones  50  600 

Desk  sets,  25  cents  extra. 

the  foregoing  business  and  residence  rates  to  be  sub- 
ject to  a  discount  of  25  cents  per  month  if  paid  in  advance 
on  or  before  the  fifteenth  day  of  the  current  month,  and 
the  rural  telephone  rates  to  be  subject  to  a  discount  of 
25  cents  per  month  if  paid  quarterly  in  advance  during  the 
first  month  of  the  current  quarter. 

And  it  is  further  ordered,  That  the  week  day  and  Sunday 
service,  as  well  as  night  emergency  service,  should  be 
extended  or  enlarged  as  outlined  in  our  report,  and  the 
company  will  be  expected  to  conform  to  that  requirement. 

December  24, 1918. 
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In  re  Application  of  Price  County  Telephone  CoMPAxr 
FOR  Authority  to  Inceease  its  Rates,  Tolls  ani> 
Chasges. 

U-970. 

Decided  November  29,  1918. 

Oompany  for  Whose  OonTenience  Knral  Line  was  Installed  B«QTiiTed  to 

Ooarantee  Oeitain  Mlnlmiini  Berennei  —  Toll  Ohuge  Authorized 

foi  OsUs  on  Ilnral  Halti-partr  Lino- 

Opinion  and  Decision.  . 

Application  in  this  matter,  dated  July  23,  1918,  sets 
forth  among  other  things  that  the  applicant  owns  a  rural 
line  extending  from  Phillips  to  Lugerville,  a  distance  of 
about  14  miles;  that  there  are  four  telephones  on  this  line 
paying  a  total  of  $9.00  per  month ;  that  a  10-cent  other  line- 
toll  charge  is  made  for  long  distance  calls  incoming  to  the 
Lugerville  line,  but  that  all  patrons  of  the  applicant  have 
free  connections  thereon.  Applicant  further  sets  forth 
that  the  revenues  derived  from  the  operation  of  tiie  line 
are  not  sufficient  to  warrant  its  maintenance  under  present 
conditions  and  seeks  authority  to  place  in  effect  such 
a  schedule  of  rates  as  the  Commission  after  due  investiga- 
tion deems  just  and  proper. 

This  applicant  operates  an  exchange  at  PhUlips,  Wis- 
consin, serving  approximately  275  subscribers,  all  of  which 
are  on  a  full  metallic  basis.  It  appears  that  the  line  in 
question  was  built  seven  or  eight  years  ago  for  the  accom- 
modation of  a  lumber  company.  This  line  extends  north 
from  Phillips  to  Sassoii  about  6  miles,  thence  west,  fol- 
lowing a  logging  railway  6  miles  to  Lugerville.  One  tele- 
phone is  installed  at  Sasson  for  a  private  subscriber  and 
takes  a  rate  of  $2.00  per  month.  The  other  three  are  used 
by  the  West  Lumber  Company  operating  at  Lugerville  and 
800 
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are  paid  for,  one  at  a  rate  of  $2.00  per  month  and  two  at 
$2.50  per  month.  In  addition  to  these  instaWations  the  appli- 
cant has  installed  at  Logerville  a  pay  station  for  the  use  of 
employees  and  transients  who. desire  to  call  the  Phillips 
exchange,  a  10-cent  toll  charge  being  made  for  such  calls. 

Hearing  in  this  matter  was  held  at  the  office  of  the  Rail- 
road Commission  on  September  6,  1918.  Appearances 
were,  Karl  Mess  on  behalf  of  the  Price  County  Telephone 
Company,  W.  K.  Parkinson  and  W.  G.  Collar  on  behalf 
of  the  West  Lumber  Company. 

It  is  apparent  from  the  testimony  that  the  question 
involved  in  this  application  is  that  of  the  determination 
of  a  fair  return  for  the  extension  of  limited  party  line 
service  outside  of  the  local  exchange  limits  of  the  Phillips 
exchange.  In  other  cases  which  the  Commission  has  passed 
upon  similar  to  this  it  has  been  assmned  that  the  rate  for 
party  line  service  of  the  local  exchange  would  be  sufficient 
to  pay  the  fixed  charges,  operation  and  maintenance  of 
a  line  to  the  local  exchange  limits,  and  also  be  sufficient  to 
cover  the  substation  operation  and  maintenance  charges; 
and  that  the  excess  costs  to  be  assessed  against  the  sub- 
scriber consist  of  the  operation,  maintenance  and  fixed 
charges  upon  the  investment  connecting  the  telephones 
with  a  circuit  extended  to  the  local  exchange  limits.  We 
are  of  the  opinion  that  this  procedure  will  result  in  an 
equitable  rate  determination  for  tlie  case  at  hand.  Prom 
such  data  as  we  have  available  \\^  have  computed  that  the 
costs  of  reproduction  of  the  circuit  in  question,  excluding 
a  prorate  of  that  portion  of  the  line  upon  which  a  second 
circuit  is  attached,  is  approximately  $965.  The  applicant 
has  furnished  us  with  a  statement  of  the  maintenance 
expense  on  this  hne  for  the  past  five  and  one-half  years, 
which  shows  that  the  average  maintenance  cost  per  year 
is  about  $50.00.  This  amounts  to  about  5  per  cent,  upon 
the  cost  of  reproduction  of  the  line.  It  appears  reasonable 
to  allow  in  addition  to  this,  interest  and  depreciation  at 
15  per  cent.,  giving  a  total  for  interest,  depreciation,  opera- 
tion and  maintenance  of  20  per  cent,  per  year.    Twenty  per 
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cent,  of  $965  amounts  to  approximately  $192.50  as  the  total 
yearly  charge.  This  figure  checks  fairly  closely  with  the 
cost  of  $15.00  per  circuit  mile  (as  applied  to  the  12  miles 
of  circuit  herein  involved)  which  the  Commission  has  com- 
puted from  the  average  results  of  a  number  of  valuations 
of  rural  systems.  In  addition  to  the  above  costs  there  is 
to  be  included  the  amount  of  revenue  which  would  be 
derived  by  the  application  of  the  local  four-party  rate  to 
the  four  telephones  attached  to  this  line.  It  appears  that  the 
Price  County  Telephone  Company  has  no  four-part;-  busi- 
ness or  residence  rate  on  file,  but  from,  a  persual  of  the 
schedules  it  would  seem  that  a  rate  of  $1.25  per  'phone, 
per  month,  would  be  about  correct  for  this  service.  Four 
telephones  at  $1.25  per  month,  or  $15.00  per  year,  would 
amount  to  $60.00  per  year,  which  combined  ^^ith  the  $190 
of  pole  line  and  Mire  maintenance  cost  gives  a  total  of 
$250.  To  meet  this  cost  at  the  present  time  the  total  rev- 
enues available  are  as  follows: 

Monthly  rates,  per  year $108  00 

Other  line  t«lls  at  10  cents  per  message,  per  year 20  00 

Commissions  on  long  distaiu-e  tolls,  approximately,  per  year. .  37  00 

TOTAL $165  00- 

Tlieae  computations  do  not  take  into  account  either  the 
operation  and  maintenance  and  fixed  charges  of  the  booth 
installed  at  LugerWUe  or  the  revenue  derived  therefrom, 
it  being  considered  that  the  one  ^"ill  approximately  offset 
the  other  when  all  of  the  costs  are  considered.  It  is  our 
opinion  that  for  the  pui-poses  of  this  case  50  per  cent,  of 
the  conmiissions  on  long  distance  toUs  originated  upon  the- 
line  should  be  excluded  from  consideration  in  the  above- 
total  inasmuch  as  it  appears  that  it  would  cost  at  least  . 
this  amount  to  perform  the  labor  and  collection  incident 
thereto. 

Making  this  correction  results  in  a  reduction  of  revenues, 
of  $18.50,  thus  bringing  the  total  revenues  to  $146.50. 

We  bebeve  it  to  be  evident  from  the  above  figures  that 
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the  applicant  is  entitled  to  an  increase  in  revenues  from  this 
line  to  the  amoant  of  approximately  $103.50  per  year. 

The  respondent  claims  that  should  the  Commission  find 
that  an  increase  in  revenues  is  necessary  such  increase 
shotdd  be  brought  about  by  the  installation  of  a  toll  charge 
on  messages  from  Phillips  to  Lugerville,  which  are  at  the 
present  time  on  an  unlimited  basis.  It  contends  that  such  a 
charge  would  not  only  relieve  the  financial  situation,  but 
would  result  in  much  more  adequate  service  over  this  line, 
especially  for  handling  of  long  distance  messages.  Under 
ordinary  circumstances  we  believe  that  a  toll  charge  should 
not  be  made  upon  a  subscriber's  line,  but,  since  in  the 
present  instance  the  line  in  question  is  longer  than  ordinary 
and  is  used  primarily  for  toll  purposes,  we  are  of  the 
opinion  that  the  contention  of  the  respondents  is  a  rea- 
sonable one.  A  toll  charge  of  5  cents  per  message  on  calls 
from  Phillips  to  Lugerville  appears  equitable  and  will  be 
authorized. 

tVe  have  no  definite  data  at  hand  to  show  that  the  rev- 
onnes  which  will  be  realized  from  the  placing  in  effect  of 
this  toll  charge  will  be  sufficient  to  meet  the  present  deficit 
of  $103.50,  and  since  the  line  in  question  has  been  built 
primarily  for  the  convenience  of  the  West  Lumber  Com- 
pany we  believe  that  that  company  should  be  required  to 
guarantee  the  full  amount  of  the  costs  incident  to  the  main- 
■  taining  of  the  circuit.  The  order  in  this  case  will  accord- 
ingly provide  that  the  West  Lximber  Company  guarantee 
a  return  upon  the  line  in  question  of  $250  per  year  and 
that  the  Price  County  Telephone  Company  credit  to  the 
account  of  the  West  Limiber  Company  all  other  line  toll 
charges  on  messages  incoming  to  the  line,  50  per  cent,  of 
all  commissions  on  long  distance  tolls  originating  upon  the 
line,  the  rentals  of  all  telephones  connected  to  the  line  not 
in  the  control  of  the  West  Lumber  Company,  and  all  tolls 
originating  at  Phillips  to  be  provided  by  the  terms  of  this 
order,  except  that  these  credits  should  not  operate  to  reduce 
the  monthly  rates  below  present  rates. 

It  is,  therefore,  ordered,  That  the  applicant,  the  Price 


DigmzcdbyCoOglc 


S04  Wisconsin  Railroad  Commission. 

[Wis. 
County  Telephone  Compajiy,  be,  and  the  same  hereby  is, 
authorized  to  suspend  as  far  as  they  aflFeet  the  West 
Lumber  Company,  the  rates  now  in  effect  for  the  telephones 
upon  the  Phillips-Lugerville  line,  and  in  place  thereof 
require  the  West  Lumber  Company  to  guarantee  revenues 
therefrom  to  the  amount  of  $250  annually.  The  applicant 
shall  keep  detailed  account  of  and  shall  credit  to  the  account 
of  the  West  Lumber  Company,  within  the  limits  set  out 
above: 

'  I.  All  other  tine  toll  rerenues  on  long  distanoe  toll  messages  incoming 
over  this  line. 

2.  Fifty  per  cent  of  all  conuoisaions  on  long  distance  toll  messages 
originated  on  this  line. 

3.  Alt  rentals  received  from  tetepbones  connected '  to  the  line  not 
installed  for  the  West  Lumber  Company.  This  rate  is  to  continue  at 
^.00  per  month. 

,4.  All  toll  .chai^ies  provided  for  in  the  following  section  of  this  order. 

/(  is  further  ordered,  That  a  toll  rate  of  5  cents  per  call 
be  established  on  all  calls  to  subscribers  on  the  line  in 
question  originated  at  the  Phillips  exchange. 

Dated  at  Madison,  Wisconsin,  this  twenty-ninth  day  of 
November,  1918. 


In  re  Application  of  United  Telephone   Company  for 
AvHOBiTY  TO  Increase  its  Rates  at  Albany. 


lucrsMs  la  SatM  Antborlsed  — 15  Far  Oont.   Ailowod  for   Bvtnm, 

Bflstrro  for  DepreciatioD  and  Taxes  —  Increas« 

in  Switching  Bate  Denied. 

Applicant  son^t  authority  to  increase  its  rates  at  its  Albany  exchange 
by  from  20  per  cent,  to  50  )>er  cent.  Applicant  stated  the  reproduction 
cost  new  of  its  property  as  of  Deeenil)er  31,  1917,  was  $16,409.&4.  The 
operating  revenues  for  1017  were  $4,402.83  and  the  operating  e.ypenses 
were  $2,764.97,  leaving  available  for  return,  reserve  for  depreciation  and 
taxes  $1,637.86. 
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Held:  That  taking  into  cooBideration  applicant's  need  for  inereued 
revenues,  the  nature  of  the  service  rendered  and  the  trsffte  as  reflected 
by  8  stndy  of  tables  submitted,  nit«B  similar  to  those  authorized  by  the 
Commission  at  applicant's  Monticello  exchange  should  be  authorized  for 
its  Albany  exchange ; 

That  talcing  into  consideration  that  15  per  cent,  of  the  cost  of  the 
property  should  be  available  for  interest,  .reserre  for  depreciation  and 
taxes  and  after  making  an  allowance  for  increases  in  operating  expenses 
for  1918,  the  total  amount  of  increased  revenues  which  should  be  pro- 
vided for  was  about  $1,050; 

That  the  value  of  the  property  as  submitted  by  the  applicant,  con- 
^dering  the  number  of  subscribers  served  and  the  fact  that  practically 
all  local  service  was  individual  line  in  character,  was  reasonable,  and 
might  legitimately  be  used  as  a  ba»s  for  computing  reserve  for  deprecia- 
tion and  interest  allowances; 

That  the  switching  rate  at  Albany  should  not  be  increased  beyond  the 
rate  established  for  Monticello,  inasmuch  as  part  of  the  costs  of  the  switch- 
ing service  per  switched  subscriber  varied  inversely  with  the  number  of 
subscribers  per  line  and  it  appeared  that  the  actual  unit  costs  of  the 
service  at  Albany  would  not  exceed  the  costs  found  at  Monticello. 

Opinion  and  Decision. 

Application  in  the  above-entitled  matter  was  filed  with 
the  Commission  September  10,  1918,  by  the  United  Tele- 
phone Company  of  Monroe,  Wisconsin.  Said  company 
owns  and  operates  telephone  exchanges  at  Monticello, 
Albany,  Blanchardville  and  Monroe,  all  in  the  State  of 
Wisconsin,  in  addition  to  certain  local  toll  lines  between 
these  and  adjacent  communities.  This  application  relates 
to  the  Albany  exchange.  It  represents  among  other  things 
that  the  present  lawful  rates  and  charges  of  this  exchange 
are: 
Business  Subscribers: 

One-party,  wall  telephone,  per  month $1  50 

One-party,  desk  telephone,'  per  month 1  76 

Residence  Subscribers: 

One-party,  wall  telephone,  per  month 1  00 

One-party,  desk  telephone,  per  month 1  25 

Sural  Subscribers : 

Per  month    1  50 

S«itched  Companies: 

Per  snbeeriber,  per  year 5  00 
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Extenaioni,  Businest  or  Reaidenee: 

Complete  aet,  wall  or  desk,  per  month 50             j 

Talkiitg  set  only,  per  month 26             ' 

Bell  (6  inch  gong),  per  month 15 

Bell  (3  inch  gong),  per  month 10 

Generator,  per  month 10 

Extension  from  boainess  to  residence  in  the  same  building 

and  for  the  nse  of  the  same  aabscriber,  per  month 75 

Joint  User: 

Business,  privil^e  of  service,  per  month 1  00 

Residence,  privilege  of  service,  per  month 50 

Exeesg  Sadita  Charge,  Private  Line: 

First  quarter  mile  outside  city  limits,  per  month 50 

Kach  additional  quarter  mile  or  fraction  thereof,  per  month.  2S 

Private  Line: 
Private  line  service  not  connected  with  the  exchange: 

Each  instrument  or  substation,  per  month 50 

Each  quarter  mile  of  line  or  fraction  thereof,  per  month.  60 

Special  Rales:  , 

Charitable  institutions,  churches,  etc.,  per  month ,  1  00 

Miscellaneous  Monthly  Charges:  I 

Push  buttons   5 

Buzzer 10 

Magneto  hand  generator : 15 

Switches  (cam  lever  or  knife) 5 

Adjustopbone  with  desk  set 15 

Equipoise  with  desk  set 15              j 

Auxiliary  receivers 5 

Moving  telephone  from  one  building  to  another. 2  00 

Moving  telephone  to  a  different  location  in  the  same  build- 
ing or  to  a  building  where  no  outside  work  is  required. ...  1  00 

Petitioner  alleges  that  its  iiicome  under  the  present  rates  i 
is  not  sufficient  to  allow  for  a  reasonable  return  upon  the 
capital  invested  and  asks  for  authority  to  place  in  effect    . 
the  foUoM-ing  increafied  rates: 

Siifiitiefifi  Subscribers:  1 

One-party,  wall  telephone,  per  month $2  00 

One-party,  desk  telephone,  per  month 2  25              ' 

Residence  Subscribers: 

One-party,  wall  telephone,  per  month 1  50 

One-party,  desk  telephone,  per  month 1  75 
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Stcitched  Companies: 

Per  subscriber,  per  year 6  00 

Extensions,  Business  or  Residence: 

Generator,  per  month 15 

Special  Rates: 
Charitable  institations,  churches,  etc.,  per  month 1  50 

Other  rates  now  in  effect  to  remain  unchanged. 

Hearing  in  this  matter  waa  held  October  9,  1918,  at 
Madison,  Wisconsin.  Appearances  were  J.  A.  Pratt,  P.  J. 
Weiric\&nd  S.  E.  Burke,  all  on  behalf  of  the  United  Tele, 
phone  Company.  There  were  no  appearances  in  opposition. 

The  Albany  exchange  provides  magneto  metallic  service 
upon  an  unlimited  basis  to  31  business,  180  residence,  and 
66  rural  subscribers,  and  performs  switching  service  for  128 
rural  subscribers  of  the  Attica  Mutual  Telephone  Company. 
The  business  and  residence  subscribers  have  single  partj' 
service;  the  rural  subscribers  are  served  by  a  total  of  7 
circuits;  and  the  Attica  Mutual  Telephone  Company  has 
10  metallic  circuits  connected  to  the  exchange.  Four  toll 
lines  are  connected  with  the  exchange. 

The  Commission  issued  on  July  31,  1918,  a  decision  and 
order"  in  an  aj^plication  brought  before  it  by  the  TJnjted 
l-'elephone  Company  requesting  authority  to  increase  rates 
at  its  Monticello  exchange.  Inasmuch  as  tlie  application 
now  before  us  involves  some  questions  which  were  treated 
rather  completely  in  the  Monticello  case,  it  vriW  be  possible 
to  dismiss  a  few  subjects  with  but  little  discussion  here. 
Among  such  subjects  may  be  included  the  methods  of 
apportioning  costs  to  various  classes  of  service,  the  Com- 
mission's attitude  relative  to  granting  a  differential 
between  the  rates  for  wall  telephones  and  desk  telephones 
and  a  discussion  of  factors  to  be  considered  in  the  estab- 
lishing of  proper  switching  charges  for  connecting 
companies. 


•  See  Commission  Leaflet  No.  81,  p.  1142. 
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Value  of  Property. 

Applicant  submitted  a  statement  of  amiual  additions  and 
removals  of  property  made  at  the  Albany  exchange  from 
June  30,  1902,  to  December  31,  1917.  This  statement  indi- 
cates that  the  Albany  exchange  had  a  cost  new  of  $16,409.64 
as  of  December  31,  1917.  After  a  careful  checking  of  this 
value  in  the  light  of  the  number  of  subscribers  served, 
giving  consideration  to  the  fact  that  practically  all  local 
service  is  individual  line  in  character,  we  are  of  the  opinion 
that  the  value  submitted  is  reasonable  and  may  legitimately 
be  used  as  a  basis  for  computing  depreciation  and  interest 
allowances. 

Revenues  and  Expenses. 

Operating  revenues  and  expenses  exclusive  of  taxes  and 
depreciation  were  reported  by  applicant  as  follows : 

TABLE  I. 

Operating  Revenues  and  Expenses  op  the  Albany  Exchange  kib  thk 

YE.4RS  Ending  December  31,  1914  to  1917,  Inclusive. 

(As  given  in  Applicant's  Exhibit  No,  3.) 


Yair  E«4int  December  SI, 

191  i 

l9tS 

me 

ton 

Operating  Retmua: 
Local  exchange  eftrningB 

S2.186  51 
832  95 
570  38 
52  60 

$2,333  78 
904  50 
576  82 
42  73 

$2,462  90 

1,024  70 

6Si07 

28  09 

$3,796  3» 

583  34 

TOTAL  OPBHATING   MVBNUEB 

$3,642  44 

$3,857  63 

$4,007  76 

$4,402  83 

Central  office  oipenseB  

$1,081  83 
333  83 
242  M 

34  "l? 
636  f9 

48  36 

$1,084  11 
381  38 
339  65 

88  69 
623  87 

81  45 

$1,190  88 
166  99 
336  67 
100  84 
532  43 
97  25 

$1,800  16. 
240  87 

General  expenees 

Vodutributed  expenses 

497  7ft 

$2,398  52 

$2,509  15 

$2,423  06 

$2,764  97 

Available  for  intereat,  deprecia- 
tioDand  taxes 

$1,243  92 

$1,258  48 

$1,674  70 

$1,637  8ft 
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The  distribution  of  operating  revenues  and  expenses  as 

■  shown  for  1917  is  admittedly  in  error.    A  more  nearly 

correct  statement  of  the  distribution  would  be  as  follows: 

Operating  Reveattes: 

Local  exchai^e  earnings $2,608  39 

Rural  line  camii^B 1,188  00 

Eamings  from  awitehed  lines 683  34 

Toll  earnings   23  10 

TOTAIi  OPERATINO  RKVEKUES $4,402  83 

Operating  Expenses: 

Central  office  expenses $1,251  15 

Wire  plant  expenses 335  66 

Substation  expenses  342  03 

Conuneccial  expenses  83  50 

Oeneral  expenses 668  02 

Undistributed  expenses 84  61 

TOTAL  Oy  ABOVE  EXPEK8E8 92,764  97 

Available  for  interest,  depreciation  and  taxes $1,637  86 

On  a  value  of  $16,409.64,  the  sum  available  for  interest, 
depreciation  and  taxes  of  $1,637.86,  amounts  to  slightly 
leas  than  10  per  cent.  We  are  of  the  opinion  that  about 
$2,461.45,  or  15  per  cent,  of  the  cost  of  the  property,  should 
be  available  for  these  purposes.  It  appears,  therefore,  that 
the  eamings  for  the  year  1917  failed  to  yield  an  adequate 
return  by  $823.59. 

Consideration  should  be  given  to  increases  in  the  cost  of 
furnishing  service  above  the  1917  cost,  especially  as  to 
central  office  operating  labor.  The  total  amount  of 
Increased  revenues  which  it  appears  reasonable  to  provide 
for  at  this  time  is  about  $1,050. 

Analyses  of  the  traffic,  line  and  subscriber  data  appear 
in  Tables  II.,  III.  and  IV.  respectively. 
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TABLE  in. 
Line  Ahaltbib,  United  Telefboke  Comfaht'b  Albany  Exchanob,  Babbd  on 

LlHBS   RBF3BTED    SePTEHBER  30,    1918. 


ATamber 

oflAfux 

Per  CeM. 

fo  Talal 
Vudfor 

Appor- 

Pitrpoia 

CUutoflAne* 

Aclvaay 

Uudfer 

Appor- 

Pvrpoae* 

31 
180 

7 
10 

4 

31 
180 

7 
11 

4 

Local  rendenoe  lines 

Tnll  lm« 

232 

23) 

100.00 

TABLE  IV, 

SmscRiBER  Analtbib,  United  Tblbphonb  Cohpant'b  Albant  Exchanob, 

BlBBD  ON  SoBBCBEBBBs  Rbfobtbd  Seftembbr  30,  1918. 


Clou  of  Svbicnben 

Loetl  baaitett  subeoribefB 

Local  rendence  Butweribera 

Rund  subBcriberB 

Switched  subaaiben  (all  on  melallio  lineg) . . 


Number  of 

Per  Cmi. 
of  TiAal 

31 
183 
66 

7.66 
44.44 
16.30 

Taking  into  consideration  applicant's  need  for  increased 
revenues,  the  nature  of  the  service  rendered  and  the  traffic 
as  reflected  by  the  study  summarized  in  Table  II.,  we  are 
of  the  opinion  that  rates  similar  to  those  authorized  by  us 
recently  for  applicant's  Monticello  exchange  should  be 
authorized  for  its  Albany  exchange. 

Applicant  performs  switching  service  for  but  one  com- 
pany at  Albany,  namely  the  Attica  Mutual  Telephone  Com- 
pany. Said  company  has  128  subscribers  on  10  lines,  or 
an  average  of  12.8  subscribers  per  line.  At  Monticello  tho 
switched  companies  had  125  subscribers  on  19  lines,  or  an 
average  of  6.6  subscribers  per  line.  Inasmuch  as  part  of 
the  costs  of  the  switching  service  per  switched  subscriber 
vary  inversely  with  the  number  of  subscribers  per  line  it 
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appears  that  the  actual  unit  costs  of  this  service  at  Albany- 
will  not  exceed  the  costs  found  at  Mouticello.  Table  V. 
simuuarizes  data  which  we  believe  show  that  it  would  be 
unfair  to  increase  the  switching  rate  at  Albany  beyond  the 
rate  established  for  Monticello,  which  it  will  be  recalled  was 
determined  by  very  detailed  apportionments  of  the  costs 
involved. 

TABLE  V. 

CoMPARiNO  Rates  Employed  to  Apportion  Costs  to  Switched  Com- 

PANEES  AND  Other  Data  op  thl  Monticello  and  Albany  EscnANGES. 


CIwisificatioH 
TrHffic  ratios: 
Tnoluding  toil  , . . 

Monticello 
Exchange 
Per  Cent. 

21.12 

26.32 

Albiiny 
Exchange 
Per  Cent. 

20.42 
24.65 

43  25 

31.60 

Operating  expenses 
taxes  for  1916... 

1  and 
$2^10  53 

$2,423  06 

It  is,  therefore,  ordered,  That  the  applicant,  the  United 
Telephone  Company,  be,  and  the  same  hereby  is,  authorized 
to  substitute  for  its  present  rates  at  the  Albany  exchange, 
the  following  amended  schedule: 

Business,  one-jiarty,  wall  or  desk  set,  net,  per  month $2  15 

Residence,  one-party,  desk  set,  net,  per  month 1  65 

Residence,  one-party,  wall  set,  net,  per  moath 1  50 

Rural,  metali*-  line,  party  service,  desk  set,  net,  per  nioath. ...  1  65 

Rural,  metallic  line,  party  service,  wall  set,  net,  per  niontli 1  50 

Connecting  companies,  switching  service,  net,  per  month 5  00 

Extension,  basiness,  complete  set,  net,  per  month flO 

Extension,  residence,  complete  set,  net,  per  month 50 

Extension,  talking  set  only,  net,  per  month 25 

Extension  bell  (C-inch  gong),  net,  per  month 15 

Extension  bell  (3-ineh  gong),  net,  per  month 10 

Extension  generator,  net,  per  month 15 

Joint  user,  business,  privilege  ot  ser\'ice,  net,  per  month 1  00 

.Toint  user,  residence,  privilege  ol  service,  net,  per  month....  50 
Excess  radius,  private  line,  first  quarter  mile  outside  city  limits. 

net,  per  month 50 

Excess  radius,  private  line,  each  additional  quarter  niile  or 

fraction  thereof,  net,  per  month 25 
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Private  line,  service  not  connected-  with  the  exchftnges,  eacli 

instrument  or  subscriber,  net,  per  montb 50 

Private  line,  service  not  connected  with  the  exchanges,  each 
quarter  mile  of  line  or  fraction  thereof,  net,  per  month. ...  50 

Charitable  institutions,  churches,  etc.,  same  as  residence  rate. 

Miscellaneous : 

Push  buttons,  net,  per  month 05 

Buzzer,  net,  per  month 10 

Magneto  or  band  generator,  net,  per  month 15 

Switches  (cam  lever  or  knife),  net,  per  month 05 

Adjustophone,  net,  per  month 15 

Equipoise,  net,  per  month 25 

Auxiliary  receivers,  net,  per  month 05 

Moves  within  village  limits,  from  one  building  to  another  build- 
ing, per  month 2  00 

Moves  within  village  limits,  from  one  location  to  another  within 
the  same  building  or  to  another  building  when  no  ontside 
work  is  required,  net,  per  month 1  00 

Moves  outside  village  limits,  actual  cost  to  the  company. 

/(  is  further  ordered,  That  all  rules  aJid  other  regulations 
now  in  eflfect  including  such  as  relate  to  the  time  and 
jnanner  of  payment  shall  be  continued  in  full  force  and 
eflfect  as  heretofore,  except  in  such  particulars  as  they  may 
conflict  with  the  provisions  of  this  order. 

Dated  at  Madison,  "Wisconsin,  this  thirtieth  day  of 
November,  1918. 


In  re  Application  of  Twin  City  Telephone  Company  for 
•Authority  to  Increase  Rates. 


Decided  December  2,  1918. 

lacntM  in  BatM  Anthorlzed  — Approzlmatal?  8  Per  Oent.  Fixed  for 

Rat«  of  B«tiim  — AUowuice  for  Reserve  for  Depreciatioii  Approved 

—Differentials  in  Bates  Found  Inequitable  ^Oontemporaneoiu 

Oioniuled  and  Metallic  Rural  Kates  Authorized  —  Rlimina- 

tion  of  Special  Bate  for  Silent  .Calling  Rural  Service 

AntborUed  —  Bate    for    Burid    Metallic    Service 

Fixed. 

Applicant  sought   anthority  for  an   increase   in   rates.     Applicant's 
exchange  provides  service  to  the  cities  of  Prairie  du  Sac  and  Sauk  City 
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and  the  adjacent  rorat  territory.    All  local  service  is  over  metaltic  circuiU 
and  until  recently  all  rural  circuits  were  gronnded.     Local  subscribers 
have  a  choice  of  straight  ringing,  automophone  or  harmonic  ringing  ser- 
vice while  rural  subscribers  have  a  choice  of  straight  ringing  or  silent  <aH 

The  reproduction  cost  new  as  of  December  31,  1917,  was  $28,457, 
which  tile  Commission  adopted  as  the  value,  in  the  absence  of  data  as  to 
improvements  since  1917,  and  assuming  that  all  circuits  were  grounded. 
There  will  be  an  increase  in  wages  and  in  the  cost  of  materials  used  for 
maintpnaR:>e  purposes.  The  company's  operating  revenues  had  averaged 
about  $15.00  per  telephone  for  1916,  1917  and  1918.  Its  expenses, 
exclusive  of  reserve  for  depreciation  and  taxes  for  1918,  were  estimated  at 
$1.77  per  telephone  above  the  average  of  the  expenses  for  1916  and  1917. 
Proposed  rates  would  give  an  increase  in  revenues  of  approximately 
$1,000.  Present  rates  yield  a  gross  income  of  $1,497.73  or  a  return  of 
5.25  per  cent.  In  1916  a|>plicant  charged  to  reserve  for  depreciation 
$1,983.10,  in  1917,  $1,769.68  and  in  1918,  $1,877.39. 

Held:  That  to  net  a  return  of  8  per  cent.,  it  would  be  necessary  to 
B  the  estimated  gross  income  for  the  current  year  by  $778.83,  and 
I  rates  which  would  yield  a  revenue  of  $727.50  would  be 
authorized ; 

That  the  differentials  which  were  provided  between  the  rates  for  the 
various  classes  of  service  were  not  as  ecjuitable  as  they  should  be; 

That  a  special  rate  for  silent  calling  rural  service  might  be  eliminated, 
inasmuch  as  there  were  only  7  subscribers  receiving  this  kind  of  service  at 
the  present  time,  and  they  did  not  appear  to  be  satisfied  with  it; 

That  the  company  should  nietallicize  practically  all  of  its  rural  circuits 
in  order  to  get  rid  of  noises  on  its  lines,  and  although  the  Commission  did 
not  have  available  data  whereby  the  exact  amount  of  these  additional 
costs  could  be  ascertained,  an  annual  rate  for  rural  subscribers  receiving 
metallic  service  of  $3.00  above  the  annual  suggested  rural  rate  for 
grounded  service  would  meet  such  additional  costs; 

That  since  50  per  cent,  of  all  the  circuits  were  already  metalticised  the 
company  should  be  authorized  to  have  grounded  and  metallic  rates  in 
effect  in  its  exchange  contemporaneously,  the  metallic  rates  to  be  appli- 
cable to  rural  subscribers  on  metallic  circuits  notwithstanding  the  Com- 
mission's holding  in  previous  decisions  that  rates  for  metallic  service 
should  not  go  into  effect  for  any  subscribers  until  all  circuits  had  been 
made  metallic; 

That  the  Commission  would  not  make  an  order  compelling  applicant  to 
metallicize  lines,  but  the  Commission's  service  department  would  make 
periodical  inspections  of  the  service  rendered ; 

That  the  amounts  charged  by  applicant  to  operating  expenses  for 
reserve  for  depreciation  in  1916,  1917,  and  1918  appeared  on  the  whole 
reasonable  and  adequate. 
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Opinion  and  Decision. 
This  petition  was  filed  with  the  Commission  July  8, 1918, 
by  the  Twin  City  Telephone  Company  of  Prairie  du  Sac, 
Wisconsin,  and  sets  out,  among  other  things,  that  the  com- 
pany has  in  effect  at  the  present  time  the  following  schedule 
of  rates : 

BATES  PER  TEAR. 
Local  Exchange  Service. 
Sural  Telephones: 

BnaineBS,  straight  rin^Dg $15  00 

Biisinesa,  silent  call 16  00 

Residence,  straight  ringing 13  SO 

Residence,  silent  call   14  50 

Village  Telephones: 

Business,  one-party,  straight  rii^ing 17  00 

BttsinesB,  two-party,  straight  ringing 14  00 

Business,  one-party,  antomophone 18  00 

Easiness,  two-party,  harmonic  ringing 15  00 

Residence,  one-party,  straight  ringing 15  00 

Residence,  two-party,  straight  ringing 13  00 

Residence,  fonr-party,  straight  ringing 12  00 

Residence,  one-pIHy,  aatoniophone 16  00 

Residence,  two-party,  harmonic  ringing 14  00 

Residence,  four-party,  harmonic  ringing 13  00 

Extension  telephones  (talking  set  only) 6  00 

Extension  bells   3  00 

Service  With  Foreign  Exchanges. 
JVo.  1  CUuB  of  Service: 

The  above  flat  rates  entitle  subscribers  to  elect  in  addition  to  tho 
service  of  the  Prairie  dn  Sac  and  Sauk  City  exchanges,  unlimited  ser- 
vice over  one  of  the  four  toll  lines  connecting  the  applicant's  exchange 
to  the  followiiig  foreign  exchanges:  Mazomanie,  Lodi,  Plun  and 
Loganville. 
No.  2  Claaa  of  Service: 

Subscribers  who  elect  in  addition  to  No.  1  class  of  service,  unlimited 
service  over  a  aecood  one  of  the  above  toll  lines  shall  be  charged  at  the 
rate  of  $1.60  per  year  in  addition  to  the  rate  for  the  No.  1  class  of 

Jio.  3  Class  of  Service : 

Subscribers  who  elect  unlimited  service  over  all  four  of  the  above  toll 
lines  in  addition  to  the  local  exchange  service  shall  he  chained  at  the 
rate  of  $2.40  per  year  in  addition  to  the  rate  for  No,  1  class  of  service. 
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Election  of  class  of  service  and  toll  lines  shall  be  made  sis  months  in 
advance  for  all  subscribers. 

Non-subscribers  shall  be  chained  at  the  rate  of  10  cents  per  call. 

Toll  Rates. 

Toll  chains  as  follows  are  made  over  eoeh  of  the  four  above-mentioned 
toll  lines  for  such  calls  as  do  not  come  under  the  above  schednle  in  flat 
rates: 

Prairie  du  Sac  and  Sank  City  to  Lodi 10  cents 

Prairie  dn  Sac  and  Sank  City  to  Mazomanie 10  cents 

Prairie  du  Sac  and  Sauk  City  to  Plain 10  cents 

Prairie  du  Sac  and  Sank  City  to  Loganville 16  cents 

The  above  toll  rates  shall  not  affect  the  extent  of  the  service  now  being 
rendered  to  the  Twin  City  Telephone  Company  (formerly  the  Troy  and 
Honey  Creek  Telephone  Company)  by  the  foreign  companies  whose 
exchanges  are  listed  above. 

Alleging  that  the  present  rates  do  not  yield  a  sufficient 
return  to  provide  adequately  for  interest  and  depreciation, 
the  petitioning  company  asks  for  authority  to  place  in  effect 
the  following  schedule  of  increased  rates :  • 

RATES   PER   QUARTER. 

Local  Exchan'qe  Service. 

Rural  TeiephoneK: 

Business,  straight  ringing 

Business,  silent  call   

Residence,  straight  ringing 

Residence,  silent  call 

Village  Telephones: 

Business,  one-party,  straight  ringing 

Business,  two-party,  straight  rin^ng 

Business,  one-party,  automophone 

Business,  two-party,  harmonic  ringing 

Residence,  one-party,  straight  ringing 

Residence,  two-party,  straight  ringing 

Residence,  four-party,  straight  ringing 

Residence,  one-party,  automophone 

Residence,  two-party,  harmonic  ringing 

Residence,  four-party,  harmonic  ringing 

Extension  telephone  (talking  set  only) 

Extension  bells    


H  60 

4  75 

4  26 

4  » 

6  00 

4  00 

5  76 

4  60 

4  26 

376 

325 

476 

4  OO 

3  75 

1  50 
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A  rednction  of  50  cents  per  quarter  for  grounded  line  service  shall  be 
made  from  the  above  rates. 

All  rates  quoted  above  are  net.  Sabscribers  may  be  billed  at  60  cents 
per  quarter  in  addition,  which  shall  be  deducted  from  the  bill  when  pay- 
ment is  made  on  or  before  the  fifteenth  of  the  month  in  which  the  same 
falls  due. 

Hearing  in  this  matter  was  held  August  6, 1918,  at  Madi- 
son, Wisconsin.  Appearances  were:  J.  A.  Pratt  and  J.  E. 
Witwen  on  behalf  of  the  Twin  City  Telephone  Company  and 
U.  D.  Mather  in  his  own  behalf  and  for  others  similarly 
situated. 

It  appears  from  the  testimony  that  petitioner  desires  to 
continue  in  effect  all  present  rates  and  roles  not  included 
in  its  proposed  rate  schedule,  thus  removing  any  doubts 
which  might  arise  from  reading  the  petition  as  to  whether 
petitioner  intended  to  curtail  free  service  to  neighboring 
foreign  exchanges. 

Applicant's  exchange  proWdes  telephone  service  to  the 
cities  of  Prairie  du  Sac  and  Sauk  City  and  the  adjacent 
rural  territory.  The  central  office  is  located  midway 
between  the  two  cities,  the  distance  between  tlieni  being 
approximately  one  mile.  Applicant  has  a  300-Une  capacity 
magneto  switchboard  with  a  total  of  191  lines  assigned. 
All  local  service  is  over  metallic  circuits,  while  untU 
recently  all  rural  circuits  were  grounded.  Local  subscribers 
have  a  choice  of  straight  ringing,  automophone  or  harmonic 
ringing  service,  while  rural  subscribers  have  a  choice  of 
straight  ringing  or  silent  call  service.  Exhibits  submitted 
show  a  total  of  560  subscribers,  of  which  number  98  are 
local  business,  173  are  local  residence,  and  289  are  rural. 

The  assets  and  liabilities  of  the  Twin  City  Telephone 
Company,  as  of  December  31,  1917,  according  to  its  annual 
report,  were  as  follows; 

Assetn. 

Cost  of  plant  at  end  of  year $30,151  73 

Cash  on  hand 1,159  65 

Accounts  receivable 1,015  46 

Deficit    ■. 384  83 

$.32,711  67 
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Liabilities. 

Capital  common  stock $22,080  00 

Depreciation  reserve 8,631  67 

Notes  and  bills  payable 2,000  00 

$32,711  67 

An  appraisal  made  by  us  of  applicant's  property  as  of 
June  30,  1913,  placed  the  cost  new  of  the  property  at 
$36,281.  Of  this  amount  $9,798  represented  etjuipment  which 
has  since  been  sold.  This  leaves  the  cost  new  of  such  prop- 
erty as  is  still  retained  by  the  company,  and  which  was 
included  in  our  appraisal,  at  $26,483.  Combining  with  this 
amoimt  the  net  additions  as  set  forth  in  applicant's  annual 
reports  to  the  Commission,  which  tunount  to  $1,974,  we 
obtain  a  cost  new  for  applicant's  plant  as  of  December  31, 
1917,  of  $28,457.  We  have  no  record  of  additions  made 
since  December  31, 1917,  but  understand  that  some  improve- 
ments have  been  made,  esi>ecially  in  the  direction  of  metal- 
licizing  rural  lines  for  the  purpose  of  overcoming  serious 
inductive  disturbances  on  certain  lines  which  have  lately 
been  paralleled  in  some  places  by  high  tension  power  cir- 
cuits of  two  electric  power  companies.  If  we  were  to 
assmne  that  all  rural  circuits  are  grounded,  $28,457  would 
probably  be  a  fair  value  upon  which  to  base  a  return. 

Applicant's  financial  condition  is  fairly  well  set  out  by 
the  data  in  Table  I. 
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TABLE  I. 

REVENnES   AND   EXPEKSES. 


Sooen 
JuhiSl, 

iSis 

Ytar 

Endtid 

Dtcaabtr 

SI,  1918 

(B»H«>at»d) 

Ytar 

Deeember 
SI.  1917 

Ytar 
Bndtd 
December 

SI,  me 

Operating  Rtvermu: 
Non-nilwTibera'  telephone  wn 

«,449  73 

$7,627  23 

$7,370  44 

$6,935  84 

652  62 

917  35 

727  62 

870  48 

TOTAL  oraiLATINO  BKVBHVH 

15,002  35 

$8,574  58 

$8,098  06 

$7,806  32 

OperoHne  Brpetutt: 

S833  62 
283  12 
«77  86 
282  88 
62804 
21188 

$1,420  16 
48i5  35 

1,162  04 
484  04 

1,078  18 
363  22 

$1,175  04 
216  12 
909  94 
332  30 
90172 
241  89 

Win  pUtit  expense 

'  93  95 

1,019  43 

TOTAi,  or  ABovm  nsMB 

$2,918  30 

1,095  15 

282  62 

$5,062  89 

1,877  39 

282  62 

$3,840  01 

1,769  68 

280  01 

$3,846  99 

lOTAL  OnHATINO  XXPINBU. 

$4,296  07 

$7,162  90 

$5,869  70 

$6,104  00 

$706  28 
86  05 

$1,411  68 
86  05 

$2,228  36 
76  18 

NoD-operatiiie  Mvenuea 

65  13 

OROM  INCOUa 

P92  33 

$1,497  73 

$2,304  54 

$1 ,767  45 

The  figures  for  the  years  ended  December  31,  1916  and 

1917,  are  taken  from  applicant's  annual  reports  to  the  Com- 
mission.   The  figures  for  the  seven  months  ended  July  31, 

1918,  are  taken  from  an  exhibit  presented  by  applicant  sub- 
sequent to  the  hearing.  The  figures  for  the  y?ar  ended 
December  31,  1918,  are  estimates  based  on  the  data  of  the 
seven-month  period  ended  July  31,  1918.  It  will  be  noted 
that  we  have  not  proi'ated  the  items  for  tases  or  non-operat- 
ing revenues  as  given  for  the  seven-month  period  in  order 
to  arrive  at  an  estimate  of  the  amount  of  these  items  for 
the  full  year.  This  is  to  correct  an  apparent  error  in 
applicant's  exhibit. 
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The  expenses  as  estimated  for  the  year  ended  December 
31,  1918,  take  into  eonsideration  such  increased  costs  as 
applicant  alleges  have  necessarily  occurred.  They  include 
increases  of  $15.00  per  month  apiece  in  the  wages  to  the 
general  manager  and  the  chief  linemaji  and  some  increases 
in  the  aggregate  wages  for  operating  labor,  as  well  as  in 
materials  used  for  maintence  purposes.  The  extent  of 
these  miscellaneous  increases  become  more  evident  from 
a  unit  cost  analysis.  Table  II.  shows  the  operating  rev-  . 
enues  and  expenses,  exclusive  of  ta.xes  and  depreciation, 
per  telephone  for  the  current  year  based  upon  seven 
months,  and  for  the  years  1916  and  1917  as  reported  by 
the  utility. 

TABLE  II. 
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1918 

1817 

IBie 

18,574  00 

5,003  00 
560 
15  30 

895 

tS.OQfiOO 

3,340  00 
547 
14  80 

702 

Total  operating  expenses  exclusive  of  depfecia- 

16  10 

Total  operating  expenaes  exclusive  of  depreciaUon 

It  will  he  noted  that  the  company's  operating  revenues 
have  been  fairly  constant  and  have  averaged  about  $15.00 
per  tele])hone  for  the  three  years.  Its  expenses,  exclusive 
of  depreciation  and  taxes  for  the  year  1918.  as  estimated 
are,  however,  $1.77  per  telephone  above  the  average  of 
these  expenses  for  the  years.  1916  and  1917.  With  560 
telephones  the  total  increase  is  $990. '  Of  this  amount  $360 
will  l)e  used  in  paying  the  increased  wages  to  the  chief 
lineman  and  the  general  manager.  The  Iwiance,  $630,  is 
(■ansed  by  increases  in  the  cost  of  ojH'rating  lal>or  and  of 
materials  used  in  maintaining  equipment. 
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The  amounts  charged  by  applicant  to  operating  expenses 
for  depreciation  in  the  various  years,  as  indicated  in  Table 
I.,  appear  on  the  whole  reasonable  and  adequate. 

If  a  value  of  $28,457  be  ascribed  to  applicant's  property, 
the  gross  income  for  the  current  year  of  $1,497.73,  as  sHomti 
in  Table  I.,  would  net  a  return  of  5.25  per  cent.  To  net 
a  return  of  8  per  cent,  it  would  be  necessary  to  increase 
the  estimated  gross  income  for  the  current  year  by  $778.83. 

The  increased  revenues  which  would  result  were  the  rates 
proposed  by  the  applicant  placed  in  effect,  assuming  that 
there  would  follow  no  loss  of  subscribers  as  a  result  of 
increasing  the  rates,  amount  to  approximately  $1,000. 

Considering  applicant's  need  for  increased  revenues,  it 
appears  that  its  proposed  rates  are  somewhat  high.  It  also 
appears  that  the  differentials  which  are  provided  between 
the  rates  for  the  various  classes  of  service  are  not  as  equi- 
table as  they  might  be.  The  special  rate  for  silent  calling, 
rural  service,  might  well  be  eliminated  inasmuch  as  there 
are  only  7  subscribers  receiving  this  kind  of  service  at  the 
present  time,  and  they  do  not  appear  to  be  satisfied  with  it 
according  to  the  testimony.  The  Commission  therefore  sug- 
gests the  following  schedule  in  place  of  the  one  proposed 
by  applicant : 

SUGGESTED  TELEPHONE  RATES. 
Net  Rates  per  Year. 
Business : 

Single  party,  stra^ht  ring^g $20  00 

Two-party,  straight  ringing 17  00 

For  antamophone  service  add  $2.00  to  tbe  above  rates,  and 
for  bannonie  ringing  service  add  $1.00  to  the  above  rates. 
Residence: 

Single  party,  straight  ringing $17  00 

Two-party,  straight  ringing 15  00 

Fonr-party,  straight  ringing 13  00 

For  antomophone  service  add  $2.00  to  the  above  rates,  and 
for  harmoDJc  rin^ng  service  add  $1.00  to  the  above  rat<^. 
Bttrol; 

Rural,  residence $14  00 

Rural,  business   15  00 
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The  suggested  rates  when  applied  to  the  present  number 
of  subscribe  IS,  assuming  that  eax!h  subscriber  retain  tiie 
class  of  service  which  he  is  now  receiving,  will  increase 
applicant's  revenues  by  $727.50.  This  will  aflford  applicant 
approximately  such  relief  as  it  appears  entitled  to,  assmu- 
itig  that  all  rural  sei'vice  is  grounded. 

Due  to  serious  inductance  disturbances  from  paralleling 
high  tension  electric  wires  it  has  become  necessary  for 
applicant  to  make  certain  of  its  rural  lines  metallic.  Com- 
plaints entered  at  the  hearing  lead  us  to  believe  that  the 
company  will  be  obliged  to  metallicize  practically  all  of  its 
rural  circuits  in  order  to  get  rid  of  noises  on  its  lines.  The 
.  costs  incident  to  this  reconstruction  will  greatly  augment 
the  present  investment,  especially  if  the  work  is  paid  for 
at  the  prices  now  prevailing.  When  all  rurial  circuits  have 
l)eou  changed  from  grounded  to  metallic  construction  the 
cost  new  of  the  property  as  of  December  31,  1917,  will  be 
substantially  increased,  and  the  operating  costs  —  espe- 
cially the  items  of  depreciation  and  interest  —  will  be 
materially  higher.  To  cover  these  added  costs  further 
increases  in  rates  other  than  those  appearing  in  our  sug- 
gested schedule  should  be  authorized. 

Although  we  do  not  have  available  data  whereby  the 
exact  amount  of  these  additional  costs  may  be  ascertained, 
we  are  of  the  opinion  that  they  will  be  sufficient  to  justify 
applicant's  earning  such  increased  revenues  as  would  result 
by  placing  the  annual  rate  for  rural  subscribers  receiving 
metallic  service  $3.00  above  the  suggested  animal  rural  rate 
for  grounded  service. 

Applicant  has  a  total  of  178  lines  in  use  for  local 
exchange  purposes.  Of  these  151,  or  84  per  cent.,  are  used 
by  business  and  residence  subscribers  and  are  of  full 
metallic  construction.  The  remaining  27  lines  are  used  by 
rural  subscribers,  and  of  these  5  have  already  been  changed 
from  grounded  to  full  metallic  construction.  In  order  to 
completely  overcome  inductance  disturbances,  so  far  as  this 
is  possible,  other  and  perhaps  all  of  the  remaining  22  rural 
lines  will  have  to  be  made  metallic  shortly  and,  therefore. 
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it  appears  to  us  reasonable  to  mate  some  provision  for  a 
rural  rate  on  metallic  lines  at  this  time. 

Having  already  decided  upon  a  tentative  differential 
between  the  rural  rates  for  grounded  and  full  metallic  serv- 
ice, the  question  arist-s  whether  both  rates  shall  be  in  effect 
contemporaneously.  The  Conmiission  has  in  some  previous 
decisions  held  that  rates  for  metallic  service  should  not 
go  into  effect  for  any  subscribers  uiitil  all  circuits  had  been 
made  metallic,  on  the  ground  that  subscribers  on  any  one 
line  will  have  occasion  to  use  every  other  line  in  th'* 
exchange,  and  until  these  other  lines  are  metallic  actually 
no  subscriber  is  receiving  full  metallic  service.  Recently, 
however,  due  largely  to  war  conditions,  the  Commission 
authorized  a  telephone  utility  to  place  metallic  rates  in 
effect  as  soon  as  50  per  cent,  of  the  circuits  were  metal- 
licized,  the  rates  to  apply  to  all  subscribers  on  metallic 
circuits.  We  are  of  the  opinion  that  this  company  should 
be  authorized  to  have  grounded  and  metallic  rates  in  effect 
at  its  exchange  contemporaneously,  the  metallic  rates  to  be 
applicable  to  rural  subscribers  on  metallic  circuits.  It  has 
already  been  pointed  out  that  more  than  50  per  cent,  of  all 
circuits  are  metallicized. 

It  is  not  deemed  necessary  to  make  any  order  compelling 
applicant  to  metallicize  lines  in  connection  ^\^th  this  deci- 
sion. The  Commission's  service  department  will  make  peri- 
odic inspections  of  the  service  rendered  by  applicant,  and 
upon  the  basis  of  these  the  Commission  will  issue  such 
service  orders,  if  any,  as  may  appear  necessary  from  time 
to  time. 

It  is,  thert'fore,  ordered,  That  the  Twin  City  Telephone 
Company  be,  and  the  same  hereby  is,  authorized  to  place 
in  effect  the  following  rates : 
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Quarterly  RiUes 
Orost  Net 

Business : 

Single  party,  straight  rin^ng $560  $500 

Two-party,  straight  ringing 485  425 

For  automophone  service  add  $2.00  to  the  above 
rates,  and  for  hannonie  ringing  service  add  $1.00 
to  the  above  Tat«s. 


Single  party,  straight  ringing 485  426 

Two-party,  straight  ringing 4  35  -         3  75 

Four-party,  straight  ringing 385  325 

For  antomopfaone  service  add  $2.00  to  the  above 
rates,  and  for  harmonic  ringing  service  add  $1.00 
to  the  above  rates. 
Rurra: 

Subscribers  on  metallic  lines,  residence 485  425 

Subscribers  on  metallic  lines,  business 5  10  4  50 

Subscribers  on  grounded  lines,  residence 4  10  3  50 

Subscribers  on  grounded  lines,  business 4  35  3  75 

Subscribers  shall  be  billed  at  the  gross  rate,  bat  shall  be 
given  a  discount  of  60  cents  if  bill  is  paid  during  the  first 
month  of  the  quarter  during  which  service  is  received;  40 
cents  if  bill  is  paid  during  the  second  month  uf  the  quarter 
daring  which  sen'ice  is  received^  and  20  cents  if  bill  is  paid 
during  the  third  month  of  the  quarter  daring  which  service 
is  received.  Bills  paid  after  the  expiration  of  the  quarter 
fhall  be  payable  at  the  gross  rates. 

It  is  further  ordered,  That  all  service  with  foreign 
exchanges,  and  all  rules  and  toll  rates  now  in  effect  and  not 
specifically  changed  by  this  order,  shall  continue  in  full 
force  and  effect  as  heretofore,  and  that  the  rates  herein 
authorized  may  be  placed  in  effect  for  service  on  and  after 
January  I,  1919. 

Dated  at  Madison,  Wisconsin,  this  second  day  of 
December,  1918. 
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in  re  Afpucation   or  Bea\'er   Telephone   Company   fou 
Authority  to  Increase  Rates. 


Decided  December  2, 1918. 

Increase  in  Rates  Authorized  —  Disconnt  for  Prompt  Payment  Approved 

—  IS.DO   per   Telepbone   NecesBary   for   Betnm  and  Beserve  for 

Depreciation  —  Hargin  tor  Maintenance  Oonsldered  not 

Exoeasive. 

Opinion  and  Decision. 

The  applicant  in  this  case  is  a  rural  telephone  company 
iurnishing  service  in  the  vicinity  of  Colby,  Wisconsin,  and 
obtaining  its  switching  service  in  part  from  the  Colby 
exchange  and  in  part  from  the  exchange  located  at  Spencer. 

This  application  was  filed  with  the  Commission  Septem- 
ber 17,  1918,  and  sets  forth  that  the  legal  rate  of  the  appli- 
cant is  $1.00,  per  telephone,  per  mouth.  This  rate  was 
established  at  a  time  when  gromided  service  was  furnished. 
The  application  states  that  the  system  has  been,  rebuilt  and 
all  lines  have  been  made  metallic  and  that  the  rate  does  not 
yield  sufficient  retui-n  on  the  capital  invested.  Authority 
is  therefore  asked  to  substitute  for  the  existing  rate  a  rate 
of  $1.50  per  month  payable  quarterly  in  advance  and  with 
a  discount  of  25  cents  per  quarter  for  payment  on  or  before 
the  tenth  of  the  first  month  of  the  quarter  for  which  the 
bill  is  rendered. 

The  last  report  of  the  Beaver  Telephone  Comj>any  shows 
that  it  had  in  operation  6  lines  sei-ving  a  total  of  60  sul>~ 
eeribers  with  not  more  than  I'l  subscribers  on  any  one  line. 
Since  the  date  of  that  report,  however,  the  system  has  been 
rebuilt. 

This  is  a  very  small  company  which  has  made  to  the 
Comniission  a  very  condensed  fonu  of  report  and  bttle  will 
be  gained  by  reviewing  the  statement  of  receipts  and 
espenditures.  The  applicant  ha.s  submitted  an  estimate  of 
the  cost  of  reproduction  of  the  plant  as  it  stood  after 
rebuilding  which  indicated  that  the  cost  of -reproduction 
is  $4,047,  wid  the  cost  of  reproduction  less  depreciation 
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Sj3,402.     It  is  stated  that  no  subscriber  is  located  within 
three  miles  of  the  village  of  Colby. 

With  the  rate  of  $1.00  per  month  and  a  total  of  60  sub- 
scribers, the  reveiiues  will  be  $720  per  year  from  ordinary 
( xchange  service.  Of  this  amount,  $4.20  per  subscriber  is 
paid  to  the  Clark  County  Telephone  Company  for  switch- 
ing service.  If  the  cost  of  reproduction  of  the  plant  is  as 
estimated,  $4,047,  the  valuation  per  subscriber  is  about 
$67.00.  To  meet  the  interest  charges  and  depreciation  on 
an  investment  of  this  amount  would  require  not  less  than 
$8.00  per  subscriber  and  probably  somewhat  more  than  this 
amomit  It  is  clear,  therefore,  that  the  two  items  of  switch- 
ing service  and  fixed  charges  require  more  than  $12.00  per 
subscriber  per  year.  The  proposed  rate,  if  subscribers  take 
advantage  of  the  discount,  amounts  to  $17.00  per  year.  The 
margin  above  fixed  charges  and  switching  charges  is 
between  $4.00  and  $5.00  per  telephone,  per  year,  and  is  not 
excessive  to  provide  for  the  maintenance  of  the  system.  It 
is  our  conclusion,  therefore,  that  the  rate  schedule,  as  asked 
for  should  be  authorized.  The  system  is  now  in  a  position 
to  furnish  first  class  service  and  we  do  not  believe  that 
such  service  can  be  furnished  at  less  than  the  rate  applied 
for. 

It  is,  therefore,  ordered,  That  the  applicant,  the  Beaver 
Telephone  Company,  be,  and  the  same  hereby  is,  authorized 
to  discontinue  its  present  rate  of  $1.00  per  telephone,  per 
irionth,  and  to  substitute  a  rate  of  $1.50  per  month,  payable 
quarterly  in  advance  and  subject  to  a  diseoont  of  25  cents 
per  quarter  if  payment  is  made  on  or  before  the  tenth  day 
of  the  first  month  of  the  quarter  for  which  the  bill  is 
rendered. 

Dated  at  Madison,  Wisconsin,  this  second  day  of  Decem- 
ber, 1918. 
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In  re  Application  of  Laksen   Telephone  Company  fou 
Authority  to  Increase  Rates. 

U-984. 

Decided  December  12,  1918. 

lucnsM  in  Bates  Anthorized  —  Book  VkIiw  Adopted  — ^Approzinutfll; 
14  Per  Cent,  for  BoMrre  for  Depredation  and  Botnm  Approved. 

Opinion  and  Decision. 

The  Larsen  Telephone  Company  filed  on  September  17, 
1918,  an  application  for  authority  to  increase  its  rates  from 
$1.25  a  month  per  subscriber  to  $1.50  a  month,  payments  to 
be  made  qnarterly  in  advance.  The  petitioner  states  that 
this  increase  in  rates  is  desired  and  is  necessary  for  the 
reason  that  operating  expenses  have  been  materially 
increased. 

Hearing  in  the  matter  was  held  at  Madison  on  October 
14, 1918,  at  which  the  petitioner  was  represertted  by  Charles 
Christianson,  president.    No  one  appeared  in  opposition. 

The  Larsen  Telephone  Company  owns  and  operates  a 
mral  telephone  system  in  the  northern  part  of  Winnebago 
County  with  its  exchange  located  in  the  village  of  Larsen. 
The  central  office  equipment  consists  of  a  50-drop  magneto 
switchboard.  All  of  its  circuits  are  full  metallic.  The  con- 
pany's  report  for  the  year  ending  December  31, 1917,  shows 
a  total  of  395  subscribers.  Of  this  number  244  are  also 
stockholders  in  the  company,  or  about  61  per  cent,  of  its 
total  number  of  subscribers.  Of  the  so-called  local  sub- 
scribers, 6  are  listed  as  business  places  and  18  as  residences. 
The  rural  subscribers  number  371,  who  receive  service  over 
32  circuits,  averaging  11.5  subscribers  per  circuit.  In  every 
case  the  number  of  subscribers  per  circuit  is  12  or  less.  So 
far  as  service  requirements  are  concerned  the  company's 
rural  subscribers  should  be  afforded  very  satisfactorj- 
service. 

The  exchange  at  Larsen  is  connected  with  the  Wisconsin 
Telephone  Company's  exchange  at  Neenah  by  three  cir- 
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cuits  owned  by  the  latter  company.    The  Larsen  Telephone 
Company  pays  the  Wisconsin  Telephone  Company  $3.00  a 
year  per  subscriber  for  unlimited  service  with  the  sub- 
scribers of  the  Neenah  exchange. 

The  folloi^ing  table  shows  the  operating  revenues  and  the 
operating  expenses  for  the  past  three  years  as  reported  by 
tiie  company  in  its  ammal  reports. 

Comparative  In  comb  Statbubnts. 


r«r  Efuiifv  Dfeanbtr  SI 

1916 

iBie 

1917 

(>peraHng  RtKnuei: 

t3,659  20 
83  90 
16  01 

16.796  30 
IL  80 

SJ  47 

CommiBUOiu  on  long  diateuoe  toll 

113  46 

S6.755  11 

»5,865  77 

16,038  24 

OptraUng-Sxpewia: 

$1,164  08 

527  3S 

1,859  27 

302  18 

S3  OS 

S1,2H  36 

8S6  83 

1,821  84 

343  48 

67  07 

Vndwtributed  BxpeoM 

81  54 

TOTAL  OJ  ABOVB  ITBMB 

845  20 
11  34 

f4,2Q3  6S 
89)80 
162  07 

TOTAL  OFBEATINO  BXPI1N8B9 

«,S2e50 

t5.306&4 

S5.556  89 

1028  61 
10  00 

S550  23 
74  54 

GKOSS    INCOUE 

t938  61 

$633  77 

The  company's  oi>erating  expenses  for  1917,  exclusive  of 
depreciation  and  taxes,  were  $4,529.97,  or  $11.46  per  sub- 
scriber. In  this  expense  is  included  $3.00  per  subscriber 
paid  to  the  Neenah  exchange  for  unlimited  service,  which 
brings  down  the  expense  of  operatinj?  the  local  system  to 
$8.46  per  subscriber.  This  appears  to  us  to  be  very  rea- 
sonable and  indeed  favorable  when  compared  with  other 
systems  and  exchanges  giving  seirice  of  a  similar  char- 
acter.   At  the  present  time  the  company  has  an  arrange- 
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ment  or  contract  covering  the  operation  of  the  switchboard 
whidi  expires  in  June,  1919.  The  family  operating  the 
Bwitehboard  receives  22  cents  a  month  per  telephone  for 
this  work.  The  operators  pay  the  rent  of  the  building, 
housing  the  switchboard,  and  also  famish  light;  the  com- 
pany pays  for  the  fuel.  Subscribers  are  furnished  with 
24-hour  service.  It  is  estimated  by  the  company  that  in 
all  probability  it  will  be  necessary  to  pay  more  for  the 
labor  incidental  to  the  operation  of  the  switchboard  after 
the  expiration  of  this  agreement  next  spring.  In  the  past 
the  wages  of  the  lineman  were  $75.00  to  $80.00  a  month. 
At  the  present  time  the  lineman  is  receiving  $125  a  month, 
or  about  $540  a  year  more  than  was  included  in  last  year's 
operating  expenses. 

In  estimating  the  expenses  for  a  year's  operation  under 
present  conditions  we  arrive  at  about  $5,244;  this  item  is 
made  up  of  $4,529  operating  expenses  for  1917 ;  increase  in 
lineman's  wages  $540;  taxes  $175.  In  this  estimate  nothing 
is  included  for  an  anticipated  increase  in  operators'  com- 
pensation or  other  increases  in  Uie  cost  of  materials  and 
supplies  which  have  occurred.  The  operating  revenue  for 
the  year  1917  under  the  present  rates  was  $6,038.24.  If  we 
assumed  this  revenue  to  continue  we  conclude  that  the  com- 
pany would  have  about  $794  available  for  depreciation  and 
interest  after  deducting  the  estimated  operating  expenses 
of  $5,244. 

The  value  of  the  plant  as  reported  for  the  yeai- 1917  was 
$14,285.62,  or  $36.16  per  subscriber.  From  the  inventory  of 
the  property  furnished  to  the  Conmiission  it  appears  that 
this  amount  is  very  conservative.  In  most  companies  in  the 
State  which  can  be  used  for  purposes  of  comparison  the 
investment  or  value  of  the,  property  to  serve  an  equal 
number  of  subscribers  is  a  good  deal  higher.  In  using  the 
company's  book  value  as  a  rate  base  we  feel  that  all  doubts 
are  resolved  in  favor  of  the  public  and  the  subscribers.    In 

1915  the  company  liad  available  for  depreciation  and 
interest  $1,773.81  or  12.5  per  cent,  of  the  book  value.    In 

1916  there  was  available  $1,410.12,  or  9.9  per  cent.    In  1917 
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it  amounted  to  $1,333.43,  or  9.3  per  cent  lu  not  any  one 
of  these  years  was  the  revenue  sufficient  to  cover  the  neces- 
sary operating  expenses  and  leave  the  company  enough  to 
meet  the  items  of  depreciation  and  interest.  This  coming 
year  with  the  operating  expenses  estimated  as  above  there 
will  be  but  $794  for  depreciation  and  interest,  or  about  5.5 
per  cent.  This  is  not  quite  sufficient  to  take  care  of  depre- 
ciation, saying  nothing  of  a  return  to  the  stockholders  upon 
their  investment.  It  is  manifest  from  this  that  the  revenue 
is  insufficient  and  that  an  increase  in  subscribers'  rates  is 
justifiable. 

In  its  application  the  company  asks  that  its  rates  be 
raised  from  $1.25  a  month  to  $1.50.  This  results  in  an 
increase  of  $3.00  a  year  per  subscriber,  making  the  com- 
pany's total  increase  in  revenue  $1,185.  We  estimated  that 
under  present  conditions  of  operation  there  would  be  left 
$794  after  operating  expenses  and  taxes  were  paid.  This 
proposed  increase  in  revenue  brings  this  amount  up  to 
$1,979.  We  do  not  consider  that  this  amount  which  would 
then  be  available  for  depreciation  and  interest  is  excessive, 
but  will  be  just  about  enough  to  give  the  stockholders  a  fair 
return  upon  the  value  of  the  plant  as  carried  on  the  com- 
pany's books  and  provide  the  money  to  keep  up  the  plant 
and  give  the  subscribers  the  kind  of  service  to  which  they 
are  entitled. 

The  Commission  finds  that  the  rates  charged  at  present 
by  the  applicant  are  inadequate  in  that  they  do  not  pro- 
A-ide  sufficient  revenue  to  meet  operating  expenses,  taxes, 
and  depreciation,  and  leave  a  fair  return  upon  the  com- 
pany's property.  The  rates  proposed  appear  to  be  fair 
and  reasonable  and  in  our  opinion  should  be  authorized. 

It  is,  therefore.,  ordered,  That  the  Larsen  Telephone  Com- 
pany be,  and  tiie  same  is  hereby,  authorized  to  discontinue 
its  present  schedule  of  rates  and  substitute  for  it  the 
following : 
Telephone  rental $1  50  per  month 

Payable  quarterly  in  advance. 

Dated  at  Madison,  Wisconsin,  this  twelfth  day  of 
December,  1918. 
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In  re  Apfuoation  op  Westford  Telephone  Company  fok 

AUTHOBITY  TO  INCREASE  'SWITCHING  BaTBS  AT  HuB  CiTY. 

U-986. 

Decided  December  JH,  1918. 

ZncreaM   in    Switching   Rate   Antborised  —  Expense   of   Huntftinlng 
SwltchlMWd  Ordered  Paid  by  Connected  Oompanlea  in  Pro- 
portion to  Nomber  of  Connected  SnbscriberB. 

Opinion  and  Decision. 

The  Westford  Telephone  Company  filed  an  application 
mth  the  Commission  on  August  10,  1918,  requesting 
authority  to  increase  its  switching  charges  at  the  Hub  City 
exchange.  The  annual  switching  charge  at  present  is  $1.75 
per  subscriber.  It  is  claimed  by  the  applicant  that  the 
amount  "realized  from  said  switching  charges  is  inadequate 
and  not  sufficient  to  compensate  in  the  future  the  operator 
who  performs  such  switching  services.  The  application 
seeks  to  put  into  effect  a  yearly  rate  of  $3.00  per  subscriber 
payable  quarterly,  and  requests  that  the  connecting  com- 
panies be  obliged  to  bear  their  respective  share  of  the 
expense  of  maintaining  the .  switchboard,  based  on  the 
number  of  subscribers  -that  each  company  has  connected 
directly  to  said  switchboard. 

Hearing  in  the  matter  was  held  at  Madison,  September 
13,  1918,  at  which  the  Westford  Telephone  Company  was 
represented  by  Frank  Rockweiler,  secretary  and  treasurer. 
No  one  appeared  in  opposition. 

The  Westford  Telephone  Company  and  the  Hawkins 
Creek  Telephone  Company  own  jointly  an  exchange  at  Hub 
City,  Richland  County,  to  which  are  connected  certain  of 
their  subscribers'  circuits.  The  Westford  company  has 
three  circuits  with  31  subscribers,  and  the  Hawkins  Creek 
company  has  one  circuit  with  13  subscribers.  In  addition 
to  the  above  circuits,  the  Shields  Telephone  Company  has 
one  circuit  connected  with  15  subscribers,  and  the  Badger 
Telephone  Company  has  one  circuit  with  6  subscribers.    In 
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all  there  are  6&  subscribers  who  receive  service  through  the 
Hub  City  exchange. 

The  wages  of  the  operator  who  performs  this  switching 
service  is  $100  a  year.  In  addition  the  operator  is  paid 
the  commissions  on  toll  messages  originating  at  the 
exchange,  which  amomit  to  about  $20,00  for  a  year's  period. 
It  is  also  estimated  that  the  expenses  incident  to  the  main- 
tenance of  the  exchange  are  about  $20.00.  For  the  year 
beginning  January  1,  1919,  it  is  necessary  that  the  wages 
of  the  operator  be  increased  to  $200.  In  order  to  meet  this 
increase  the  applicant  proposes  to  raise  the  switching  rate 
from  $1.75  to  $3.00  a  year.  The  total  revenue  from  this 
source  based  on  the  present  munber  of  subscribers  will  be 
$195.  If  there  i's  a  deficiency  the  applicant  proposes  to 
make  this  up  out  of  its  toll  commissions.  It  is  further  pro- 
posed that  the  maintenance  expense  be  borne  by  the  several 
companies  in  proportion  to  the  number  of  subscribers  each 
company  has  connected  to  the  exchange. 

The  Commission  finds  that  the  revenue  derived  from  the 
present  switching  rates  is  insufficient  to  meet  the  expensej; 
of  operating  the  exchange  after  the  increase  in  operator's 
wages  has  been  made,  and  that  the  proposed  increase  in 
switching  rates  and  the  method  of  apportioning  mainte- 
nance charges  is  fair  and  reasonable. 

It  is,  therefore,  ordered.  That  the  Westford  Telephone 
Company  be  authorized  to  discontinue  its  present  switching 
rate  at  the  Hub  City  exchange  and  substitute  for  it  an 
annual  charge  of  $3.00  per  subscriber,  payable  quarterly. 
The  Westford  Telephone  Company  shall  make  the  quarterly 
<'ollections  through  the  operator  at  Hub  City  acting  as  the 
company's  agent. 

It  is  further  ordered.  That  the  yearly  expenses  inci- 
dent to  the  maintenance  of  the  switchboard  be  borne  by  the 
Westford  Telephone  Company,  the  Hawkins  Creek  Tele- 
phone Company,  the  Shields  Telephone  Company  and  the 
Badger  Telephone  Company  in  proportion  to  the  number  of 
subscribers  of  each  company  connected  directly  to  the  Hub 
City  exchange. 
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The  switching  rates  as  above  ordered  are  to  beeome  effec- 
tive January  1,  1919. 

Dated  at  Madison,  Wisconsin,  this  twelfth  day  of  Decem- 
ber, 1918. 


7«  re  Application  op  Attica  Mutual  Telephone  Company 
FOB  Authority  to  Increase  Rates. 

U-987. 

Decided  December  13,  191S. 

Iscreue  In  Sunl  Bate  Anthorlzed  —  Oatstaodins  Capital  Stock  Takes 

ae  Company's  Investment  — 14  Per  Cent.  Estimated  for  Beserre 

for  Depredation  and  BetAm. 

Opinion  and  Decision. 

The  Attica  Mutual  Telephone  Company  in  its  application 
states  that  its .  present  rate  is  $1.00  per  month,  payable 
quarterly,  and  requests  authority  to  have  it  increased  to 
$1.25  per  month,  for  the  reason  that  the  present  rate  does 
not  yield  suiflcient  revenue  to  meet  all  the  necessary  costs 
of  operation  and  allow  the  stockholders  a  return  upon  their 
investment 

Hearing  in  the  matter  was  held  January  18,  1918,  at 
which  Don  S.  Troiv,  secretary,  appeared  for  the  applicant. 
No  one  appeared  in  opposition. 

The  Attica  Mutual  Telephone  Company  o\viis  and  oper- 
ates a  rural  telephone  system  in  the  town  of  Albany,  Green 
County,  and  adjacent  towns.  Switching  service  is  obtained 
through  the  United  Telephone  Company's  exchange  at 
Albany.  The  applicant  has  9  metallic  circuits  serving  118 
subscribers,  with  an  average  of  about  13  subscribers  to  a 
circuit  Of  the  118  subscribers,  45  are  stockholders  in  the 
company  and  73  are  non-stockholders.  For  this  switching 
service  obtained  at  the  Albany  exchange  and  for  unlimited 
service  with  the  Albany  subscribers  of  the  United  Tele- 
phone Company  the  applicant  pays  $5.00  a  year  per 
subscriber. 
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The  income  statements  as  shown  in  the  company's  annual 
reports  for  the  past  three  years  are  set  forth  in  the  table 
below : 

CouPAR&Tivii  Incou  Stateuehtb. 


rear  Ending  Dtcember   SI 

ms 

191B 

1917 

SI, 298  fiO 

$1,480  25 

$264  06 
681  67 

1,080  34 
234  00 

ffi""  °v:::::::::::;:::;::::;:::: 

33  34 

TOT   L  OPB&ATI            IfB 

»1,052  32 

«ff79  07 

S246  18 

$501  18 

It  is  to  be  noted  that  the  company  failed  to  make  any 
]jrovision  for  depreciation  in  any  of  these  years  except 
1917.  It  also  appears  that  the  operating  expenses  for  that 
year  were  probablj'  abnormal.  The  capital  stock  outstand- 
ing is  $3,900,  which  may  be  taken  as  the  company's  invest- 
ment. This  indicates  a  unit  investment  of  a  little  over 
$33,00  per  subscriber,  which  may  be  considered  as  reason- 
able, bearing  in  mind  that  all  the  circuits  are  metallic  and 
that  the  company  does  not  own  any  central  office  equipment. 
In  estimating  a  year's  operating  expenses  and  interest 
charges  we  arrive  at  the  following : 

Estimated  Cost  of  Operation. 

Switching  charges $590  00 

Labor,  materials  and  taxes 660  00 

Depreciation  and  interest 546  00 

TOTAL $1,786  00 

The  rate  of  $1.25  a  month  as  proposed  by  the  applicant 
will  bring  in  to  the  company  an  annual  revenue  of  $1,770. 
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This  rate  eaii  not  be  regarded  as  unreasonable  or  excessive 
considering  the  above  estimated  coats. 

The  Commission  finds  that  the  revenue  derived  by  the 
applicant  under  the  present  rates  is  inadequate,  and  that 
the  rate  proposed  is  fair  and  reasonable  and  will  provide 
no  more  revenue  than  is  necessary  in  order  to  afford  the 
subscribers  that  quality  and  grade  of  service  to  which  they 
are  justly  entitled. 

/(  is,  therefore,  ordered,  That  the  Attica  Mutual  Tele- 
phone Company  be  authorized  to  discontinue  its  present 
rate  and  substitute  for  it  the  rate  of  $1.25  per  month, 
payable  quarterly. 

Dated  at  Madison,  Wisconsin,  this  thirteenth  day  of 
December,  1918. 


In  re  Appucation  of  Westford  Telephone  Company  fou 
Authority  to  Increase  Rates. 

U-988. 

Decided  December  13,  1918. 

IncnsM  in  Bnral  Oronnded  Circuit  ILatea  Aatborixed. 

Opinion  and  Decision. 

On  August  10,  1918,  the  Westford  Telephone  Company 
filed  an  application  with  the  Commission  for  authority  to 
increase  its  rate  for  telephone  .service  from  $6.00  a  year  to 
$9.00  for  the  reason  that  the  increased  cost  of  labor  and 
materials  make  it  impossible  to  operate  under  the  rates 
charged  at  present 

A  hearing  in  the  matter  was  held- September  13,  1918,  at 
which  Frank  RQcl<weUer,  secretary-treasurer,  appeared  for 
the  Westford  Telephone  Company.  No  one  entered  an 
appearance  in  opposition. 

The  Westford  Telephone  Company  owns  and  operates  a 
telephone  system  affording  service  to  certain  rural  com- 
munities in  the  northeastern  sections  of  Richland  County 
and  the  northwestern  sections  of  Sauk  County.  The 
exchanges  of  the  company  are  located  at  Hub  City  and 
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Oazenovia,  Eichland  County,  and  at  Valton,  Sauk  County. 
The  Hub  City  exchange  is  jointly  owned  by  the  Westford 
Telephone  Company  and  by  the  Hawkins  Credk  Telephone 
Company.  The  Westford  company  has  three  grounded  cir- 
cuits connected  to  this  exchange  with  31  subscribers.  The 
Commission  in  a  recent  order  (Application  of  the  Westford 
Telephone  Company  for  Authority  to  Increase  its  Switching 
Rates  at  Hub  City*)  authorized  a  $3.00  switching  rate  to 
become  effective  January  1,  1919.  At  Valton  there  is  an 
exchange  owned  jointly  by  the  applicant  and  by  the 
La  Valle  Telephone  Company,  the  Woodland  Telephone 
Company  and  the  Wonewoc  Telephone  Company.  The 
Westford  company  has  connected  to  this  exchange  three 
grounded  circuits  with  24  subscribers,  for  which  s'W'itching 
service  an  annual  charge  of  $72.00  is  made.  At  Cazenovia 
the  Westford  company  has  three  grounded  circuits  con- 
nected to  the  switchboard  of  the  Cazenovia  Telephone  Com- 
pany with  34  subscribers.  The  Cazenovia  comjjany  receives 
now  $25.00  a  year  for  perfonniug  this  switching  service. 
In  the  opinion  of  the  applicant  this  amount  will  have  to  be 
increased  quite  materially  in  the  near  future.  The  actual 
costs  of  this  switching  service  are  evidently  a  good  deal 
more  than  the  amount  paid  would  indicate. 

The  applicant  is  operating  .  under  an  arrangement 
whereby  the  subscribers  connected  to  the  several  exchanges 
own  and  maintain  their  instruments  and  furnish  batteries 
whenever  necessary.  The  company  owns  and  maintains 
the  lines  and  affords  switching  service  through  the  several 
exchanges  enumerated  above. 

The  subscribers  connected  to  the  Hub  City  exchange  are 
obliged  to  pay  $1.00  a  year  more  for  their  service  than  are 
subscribers  connected  to  the  other  two  exchanges.  In  its 
application  tlie  Westford  company  seeks  to  put  into  eftect 
a  rate  of  $9.00  for  the  subscribers  of  all  three  exchanges. 
This  wiU  increase  the  rate  of  subscribers  connected  to  the 
Valton  and  Cazenovia  exchanges  $3.00  a  year  and  that  of 
the  Hub  City  subscribers  but  $2.00. 


•  See  supra,  p.  833. 
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The  annual  revenue  derived  by  the  applicant  from  the 
proposed  rate  of  $9.00  would  be  $801.  According  to  the 
company's  reports  and  statements  it  appears  that  operat- 
ing expenses  and  taxes  this  coining  year  will  be  about  $650, 
leaving  about  $150  available  for  depreciation  and  interest 
upon  an  investment  of  $1,323  as  carried  on  the  company's 
books.  There  is  some  question  as  to  the  accuracy  of  the 
compaJiy's  book  value.  Prom  comparisons  with  other  rural 
eompanies  it  would  appear  that  this  book  value  of  $1,323 
was  less  than  found  in  the  average  plant  of  this  size  and 
character.  Considering  the  increased  costs  of  operation, 
labor^  materials  and  supplies  it  is  evident  that  the  present 
rate  will  not  produce  adequate  revenue  and  we  are  con- 
vinced that  the  rate  proposed  in  the  company's  application 
i?  fair  and  reasonable  in  and  of  itself,  and  will  provide  for 
no  more  revenue  than  is  necessary  to  meet  the  costs  of  oper- 
ation, depreciation  and  a  fair  return  upon  the  company's 
]iroperty. 

It  is,  therefore,  ordered,  That  the  Westford  Telephone 
Company  be  authorized  to  discontinue  its  present  rate  of 
$6.00  a  year  and  substitute  for  it  an  aimual  rate  of  $9.00. 

Bated  at  Madison,  Wisconsin,  this  thirteenth  day  of 
December,  1918. 


In  re  Application  of  Brandon  Telephone  Company  for 
Authority  to  In(;bease  Bates. 


Decided  December  17,  1918. 

iBcnaM  In  Biuiiieu  and  BeBidence  Eates  Anthorlaed —  Failote  to  Oon- 

soUdate  Exchuigas  Oonsideied  Important  on  the  Herita  —  6  Per 

Cent,  for  Reserve  far  Deprociatdon  Oonsidered  too  High. 

Opinion  and  Decision. 
Application  in  this  mattei-  was  made  on  Angust  27,  1918. 
The  application  sets  forth,  among  other  things. 
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(1)  That  the  rates  now  in  effect  are  as  follows: 

One-party,  business  line   $2  00 

Two-party,  business  line 1  50 

One-party,  residence  line 1  50 

Two-party,  residence  line 1  00 

(2)  That  the  expense  of  operating  the  exchange  has 
increased  100  per  cent,  within  the  last  year ;  also  that  the 
cost  of  materials  has  increased  greatly,  and 

(3)  That  for  the  above  reasons  it  now  becomes  necessarj' 
to  increase  the  rates  at  present  in  effect  to  the  following 
schedule ; 

One-party,  business  line $3  00 

Two-party,  bosiness  line 2  50 

One-party,  residence  line   2  50 

Two-party,  residence  line 1  50 

Hearing  in  the  matter  was  held  pursuant  to  notice  at  the 
office  of  the  Commission  at  Madison  on  September  26, 1918. 
H.  L.  Broivn,  president,  and  F.  G.  Henske,  vice  president, 
appeared  for  the  applicant.  There  were  no  appearances  in 
opposition. 

The  applicant  operates  a  telephone  exchange  at  the  village 
of  Brandon  and  at  the  date  of  the  last  report,  December  31, 
1917,  served  upon  a  full  metallic  basis  126  subscribers,  all 
but  4  of  whom  reside  within  the  village  limits  of  Brandon. 
Of  this  total,  28  are  on  business  two-party  lines,  4  on  resi- 
dence one-i>arty  lines,  and  94  on  residence  two-  and  three- 
]}arty  lines.  At  the  date  of  the  hearing  the  total  number 
of  subscribers  had  decreased  to  115.  A  100-drop  Western 
Electric  switchboard  is  installed. 

In  addition  to  the  exchange  of  the  applicant  at  Brandon 
there  is  an  exchange  owned  jointly  by  the  Ladoga-Brandon 
'I'elephone  Company,  the  Alto  Telephone  Company  and  the 
East  Alto  Telephone  Company.  This  exchange,  it  appears, 
v^erves  directly  approximately  380  subscribers,  of  whom  a 
slnall  number  are  located  in  the  village  of  Brandon.  All 
messages  are  subject  to  a  toll  charge  of  2  cents  per  call, 
except  such  messages  as  are  sent  over  a  trunk  connection 
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oxisting  between'  this  exchange  and  that  of  the  Brandon 
Telephone  Company,  upon  which  a  toll  charge  of  5  cents 
jier  message  is  made. 

In  considering  the  merits  of  this  ease  one  of  the  factors 
which  appears  to  be  of  importance  is  the  existence  of  the 
two  exchanges  at  Brandon,  either  of  which  with  but  slightly 
increasing  the  costs  could  handle  the  traffic  of  both.  More- 
over, the  service  rendered  to  subscribers  under  present  con- 
ditions is  not  as  efficient  or  as  extensive  as  it  could  be  made 
were  the  exchanges  consolidated.  Since  the  filing  of  the 
application  in  this  matter,  the  Commission  lias  informally 
urged  each  of  the  four  companies  involved  in  the  operation 
of  the  two  exchanges  to  take  steps  looking  to  a  consolida- 
tion. However,  up  to  the  present  time  no  action  has  been 
taken.  The  matter  appears  to  be  of  considerable  amount 
and  furtiier  effort  will  be  made  to  effect  the  consolidation. 
In  the  meantime  it  is  evident  that  the  applicant  in  this  pro- 
ceeding is  entitled  to  some  relief  from  existing  condi- 
tions, this  relief  to  continue  until  the  consolidation  may  be 
effected  or  until  such  other  time  as  the  Coinniission  may 
direct. 

The  finances  of  the  applicant  are  summarized  in  the 
following  income  accounts  for  the  years  1909  to  1918, 
inclusive,  and  certain  unit  costs  are  also  computed  therein : 
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The  above  table  sets  forth  the  revenues  and  expenses  of 
the  utility  for  the  entire  period  of  its  existence.  No  depre- 
oiatiori  reserve  has  ever  been  set  up  and  no  amount  is  set 
aside  annually  for  depreciation.  Allowance  is  made  in  the 
table  for  depreciation  and  interest  at  a  rate  of  14  per  cent. 
upon  the  book  value,  and  the  surplus  or  deficit  after  deduct- 
ing those  amounts  from  the  net  operating  revenues  is  deter- 
mined. Deficits  were  experienced  for  seven  of  the  ten 
periods  under  consideration.  However,  a  class  inspection 
of  the  accounts  indicates  that  completed  depreciation  has 
been  included  in  operating  expenses,  so  that  an  allowance 
of  6  per  cent,  for  depreciation  above  what  has  already  been 
included  in  operating  expenses  for  completed  depreciation 
will  undoubtedly  be  too  high.  When  this  factor  is  taken 
into  consideration  it  will  be  evident  that  the  deficits  for 
practically  every  year  will  be  changed  to  surpluses  by  small 
amounts.  It  is  evident  that  the  applicant  has  been  earning 
on  the  average  a  sufficient  amount  to  pay  operating 
expenses,  interest  on  the  investment  and  set  aside  a  reason- 
able depreciation  reserve,  and  that  the  surplus,  if  any,  after 
these  charges  have  been  taken  care  of  has  been  compara- 
tively small. 

The  applicant  sets  forth  that  on  August  1,  1918,  it  was 
required  to  increase  the  pay  of  the  man  who  contracts  to 
operate  the  central  office  and  take  care  of  switchboard 
maintenance  from  $50.00  per  month  to  $100  per  month 
and  the  pay  of  its  lineman  to  do  repair  work  from  20  cents 
per  hour  to  35  cents  per  hour.  These  increased  rates  were 
thus  effective  for  three  months  of  the  year  ending  Novem- 
ber 1, 1918,  the  income  account  for  which  is  shown  in  Table 
1.  It  is  probable  that  of  the  $375  increase  in  expenses  for 
this  year  over  expenses  for  the  year  ending  December  31, 
1917,  between  $175  and  $200  is  attributable  to  increase  in 
repairman's  and  operators'  wages,  and  of  the  remainder 
part  is  due  to  increases  in  material  costs  and  rent  of  cen- 
tral office  and  part  under  proper  accounting  procedure 
should  probably  be  charged  to  the  depreciation  reserve. 
The  increase  in  operators'  wages  will  amount  to  $600  per 
year.    Were  we  to  charge  the  expenses  reported  for  the 
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year  ending  November  1,  1918,  so  as  to  include  a  year's 
operation  at  the  increased  rate  of  wages  of  $100  per  month, 
we  would  have  $1,847.99.  This  figure  would  include  but 
three  months  of  operation  at  the  increased  wages  of  the 
lineman.  On  the  other  hand,  it  is  probable  that  in  the 
expenses  as  reported  for  the  year  there  are  included  cer- 
tain amounts  which  should  have  been  charged  to  the  depre- 
ciation reserve,  and  for  the  purposes  of  this  case  we  will 
assume  that  the  two  amounts  approximately  offset  each 
other.  Although  no  question  has  been  raised  by  the  oppo- 
sition as  to  the  funount  of  the  increase  in  wages  for  the 
operation  of  the  central  office,  it  is  evident  that  the  present 
wage  of  $100  per  month  is  considerably  above  the  average 
for  the  service  rendered.  It  will  be  noted  that  this  amounts 
to  approximately  $10.50  per  telephone  for  each  of  thi; 
telephones  directly  connected, 

We  have  pointed  out  that  the  expenses  would  be  approxi- 
mately $1,847.99  were  a  full  year  of  operation  at  the 
increased-  salary  for  operators  in  effect.  On  the  basis  of 
the  revenues,  as  reported  for  the  past  year  of  $1,992.41, 
this  would  leave  $144.40  for  interest  and  depreciation  upon 
the  property.  In  Table  I.  interest  and  depreciation  for 
this  year  are  placed  at  $637.05.  From  these  figures  it  would 
appear  that  approximately  $500  of  increase  in  revenues  is 
necessary  to  meet  increased  expenses.  Considering,  how- 
ever, the  restricted  nature  of  the  service,  we  believe  that 
rates  should  not  be  placed  as  high  as  would  perhaps  be 
reasonable  for  a  wider  service,  and  the  rate  schedule  author- 
ized by  the  terms  of  this  order  has  been  prepared  with  this 
in  mind. 

It  is,  therefore,  ordered: 

1.  That  the  applicant,  the  Brandon  Telephone  Company, 
be,  and  the  same  hereby  is,  authorized  to  discontinue  the 
schedule  of  rates  at  present  in  effect  and  substitute  therefor 
the  following  schedule: 

Per  Month 

Bnsiness,  one-party $2  50 

Business,   two-party 2  00 

Residence,    one-party 1  76 

Rfsidence,  two-party 1  26 


Digilizcd  by  Google 


Application  of  Manawa  Telephone  Co.  845 

.  L.  SU] 

2.  That  iurisdietion  herein  be  retained  to  revise  the 
schedule  autliorized  for  a  period  of  one  year  from  the  date 
of  this  order. 

Dated  at  Madison,  Wisconsin,  this  seventeenth  day  of 
December,  1918. 


In  re  Applicaticn  of  Manawa  Telephone  Company  for 

AUTHOHITY  TO   ISCBEASE  RaTES, 

U-995. 

Decided  December  24,  1918. 
Increase  in  Business,  Residence  and  Bnral  Rates  Antliorixed  — Approxi- 
mately 15  Per  Cent.  Estimated  for  Reserve  for  Depreciation  and 
Betnm  —  Bnral  Bates  Not  to  }x  Made  Effective  Until 
Circuits  were  Made  Hetallic  ^  £inplo7ment  of 
Boti)  Manager  and  Lineman  Diaapprorad. 

Opinion  and  Decision. 

On  March  15,  1918,  the  Manawa  Telephone  Company^ 

through  its  owner  and  manager,  John  T.  Penn,  filed  an 

."ipplication  requesfing  authority  to  increase  its  rates.    The 

rates  at  present  in  effect  are  as  follows:  „    ..     . 

Business  'phones  $1  50 

Residence  'phones 1  00 

Rural  'phonos 1  25 

Tlie  management  desires  to  jiut  into  effect  the  following 

■-*<''i»l''-  PerMMh 

Single  line  business  'phonea $2  00 

Two-party  business  'phones 1  75 

Single  line  residence  'phones  1  76 

Two-party  residence  'phones 1  50 

Kour-party   residence  'phones ,  1  25 

Multi-party  rural  'phones 1  50 

It  is  claimed  by  the  company  that  the  present  operating 
I'evenue  is  insufficient  to  allow  an  adequate  return  to  the 
company. 

A  hearing  was  held  April  12,  1918,  at  the  offices  of  the 
Commission,  at  which  L.  T.  Penn,  manager,  appeared  for 
the  company.    No  one  appeared  in  opposition. 
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'She  Manawa  Telephone  Company  owiia  and  operates  an 
<i»Qhaage  and  telephone  system  in  the  villafife  of  Manawa, 
AVaupaca  Connty,  and  in  the  rural  territory  tributary 
rhereto.  Tie  switehboarti  is  a  1.05-drop,  magneto  type,  and 
tJie  circuits  are  all  metallic  with  the  exception  of  two  rural 
drcuits.  It  is  contemplated  to  make  these  metallic  in  the 
near  future.  Continuous  24-hour  service  is  now  being  fur- 
jushed.  The  company  has  connected  to  its  switchboard  24V 
subscribers.  Of  these  subscribers  121  are  on  10  rural  cir- 
cuits; the  average  per  circuit  is-  not  above  the  limit  pre- 
.scribed  by  the  Commission;  there  are,  however,  two  cir- 
cuits witli  15  subscribers  on  each,  and  one  circuit  with 
14'  subscribers.  Steps  should  be  taken  to  reduce  the 
number  of  subscribers  on  these  three  circuits.  In  the 
village  there  are  126  subscribers  classified  as  follows:  38 
single  line  busijieas  subscribets,.  6  two-party  business  sub- 
scribers, 1  single  line  residence  subscriber,  8  twt  party 
residence  subscribers,  21  three-party  residence-  subscribers, 
imd  52'  four-partT>'  residence  subscribers. 

Til  Hie  foIlo\riiig  table  is  shown  a  comparison  of  the  com- 
pany's income  statements  for  the  past  three  years: 

Operating  Revenues:  1915  1916  1917 

Subscribers'  telephone  enmings $3,145  96       $3,2«1  10       $3,474  90- 

Bftrnings  froin  ponneetinft  lines 293  18  71'  90  104  15 

Commissions  on  long  distnnee  toll 193  9T  189  03 

TOTAi,  opffiUTiNG  Rii!\BNUEs. . .  ^,439  08  $3,556  87  $3,767  98 
i)p»ratiitg  Expenses: 

CMtnJ  office  $565  73  $687  73  $713  43 

Wire:  plant  : .  -  213  86  290  53  268  88 

SriMtEtion 345  38     .        375  02  417  00- 

OoBimen-ial 51  2fi  61  89  53  16 

a«eral    1,000  90  1,086  37  884  20 

Undi»tributed  86  22  92  16  309  76 

TOTAL  OP  ABOVK  iTEMH $2;263  35       $6,573  69       $2,636  42- 

D*(»re«imtiQn ei4i  36:  7TO  «  ^9  9*" 

Taxes 73  83  85  98  86  92 

TOTAL  OPERATING  FJCPRNSES $3,001  74       $3,418  62       $3,495  26 

KET  OPERATITM   REVBINIEB W37' 34"  $137  36  $272  72' 
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The  company's  report  for  the  year  ending  December  3i, 
1!)17,  shows  a  property  and  plant  account  of  $10,183.13,  or 
an  average  investment  per  subscriber  of  $41.22.  Thts 
f-aniiot  be  said  to  be  above  the  normal  inrestment  per 
'phone  for  plants  of  this  character.  The  operating  expenses 
per  'phone  in  1917  jvere  $11.03,  exclusive  of  depreciation  or 
leturn,  Mhich  are  not  far  from  normal.  After  paying  c^per- 
ating  expenses  and  taxes  the  company  had  $I,042.fi4  avail- 
able for  depreciation  and  return,  or  10.2  per  cent,  on  the 
proi>erty  and  plant  value,  which  is  manifestly  jiisufficienl 
to  cover  these  two  items. 

The  operating  expenses  and  taxes  for  the  year  ending 
December  31,  1917,  amounted  to  $2,72i)M.  In  that  is 
included  a  salary  of  $80.00  a  month  paid  to  the  niaitager, 
who  is  at  the  -same  time  the  o^nier  of  the  ntility.  It  now 
appears  that  last  spring  a  chief  line-  and  tToUblemnn 
was  employed  at  $75.00,  M'ho  takes  the  jilace  of  a  hi;?h 
school  student  who  was  i-eceiving  $25.00  a  month.  The 
manager  also  attends  the  switchboard  during  certain 
l>eriodB  of  the  day,  for  w^hich  service  he  makes  an  addi- 
tional ciiarge  as  an  operator.  The  wages  of  the  Tegular 
operator  have  also  been  increased  $3.00  a  month  ^ver  what 
they  were  in  1911.  It  appears  to  us  that  a  Tilailt  of  this 
hize  cannot  stand  the  wages  of  both  a  manager  and  Kiie- 
man.  We  feel  that  $300  a  month  should  lie  sufficient  com- 
jiensation  for  the  sei-vices  performed  by  these  two  Indi- 
viduals. The  duties  going  with  the  two  positions  ought  to 
be  combined  into  one.  If  we  make  provision  for  -$300  addi- 
tional operating  expenses  due  to  increased  labor  costs,  that 
will  be  about  as  much  as  can  be  reasonably  expected  oi- 
justified. 

The  proposed  rates  would  bring  in  more  revenue  to  "the 
company  than  the  circumstances  seem  to  warrant,  and  it 
also  appears  that  the  rates  for  certain  classes  of  service 
are  in  and  of  themselves  out  of  line  with  what  should  be 
charged.  On  the  table  below  we  are  making  an  estimate  of 
the  company's  amiual  revenue  at  rates  which  we  think  are 
more  nearly  what  they  should  be. 
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Estimate  of  Revenue  at  Sugoested  Rates. 

Per  Month  '  Revenue 

Single  line  business  subscribers,  38  at !ti2  00  $76  00 

Two-party  business  subscribers,  6  at 1  75  10  50 

Single  lice  residence  subscriber,  1  at 1  50  1  50 

Two-party  residence  subscribers,  8  at 1  35  10  80 

Four-party  residence  subscribers,  73  at " 1  15  83  95 

Rural  subscribers,  121  at 1  40  109  40 

TOTAL  UONTHLT  SUBSCRIBERS'  REVENUE $352  15 

According  to  this  we  estimate  a  yearly  revenue  of  $4,228.55. 
In  addition  to  that,  we  should  add  about  $290  income 
received  from  toll  charges,  bringing  the  total  estimated 
revenue  up  to  about  $4,519  based  on  the  present  number  of 
subscribers  receiving  the  classes  of  service  indicated  above. 
We  estimate  that  the  annual  operating  expenses  and  taxes 
will  be  about  $3,025,  which  includes  the  amount  necesfeary 
for  wage  increases.  This  will  leave  in  the  neighborhood 
of  $1,500  available  for  depreciation  and  interest  upon  the 
value  of  the  property  used  and  useful  in  the  business.  This 
amount  appears  to  be  reasonable  and  the  rates  affording 
this  reveiiue  may  not  be  considered  excessive. 

It  appears  that  the  applicant  has  two  grounded  rural 
circuits,  all  the  rest  are  metallic.  We  do  not  think  that  the 
rates  suggested  above  should  be  applicable  to  the  subscrib- 
value  of  the  property  used  and  useful  in  the  business.  This 
present  rates  should  remain  in  effect  for  such  subscriberi- 
till  the  company  has  made  those  circuits  metallic. 

The  Commission  finds  that  the  revenue  derived  by  the 
applicant  under  the  present  rates  is  inadequate,  and  that 
the  rates  authorized  herein  are  reasonable  and  equitable 
for  all  classes  of  subscribers. 

It  is,  therefore,  ordered,  That  the  Manawa  Telephone 
Company  be  authorized  to  discontinue  its  present  schedule 
of  rates  and  substitute  for  it  the  following: 
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Single  line  business  service $2  00 

Two-party  business  service 1  75 

Single  line  residence  serviet; 1  50 

Two-party  residence  service 1  35 

Four-party  residence  sendee , 1  16 

Rural  party  sen-ice 1  4p 

Rural  party  service  (grounded) 1  2E 

Bated  at  Madison,  Wisconsin,  this  twenty-fourth  day  of 
December,  1918. 


In  re  Applicatioh-  of  "Woodhull  Telephone  Company  for 
Authority  to  Increase  Rates. 


Decided  December  24, 1918. 

IncmM  In  Bfttes  Denied—  7.1  Pai  Cent.  Estimated  for  Bate  of  Betam 

—  6  Per  Oent.  Estimated  for  Reserve  for  Depreciation  —  Blgbt  to 

Bate  Increase  in  Order  to  Bebuild  Property,  Surplus  Having 

Been  Invested  in  New  Extensions,  OonBldered. 

Applicant,  which  operates  a  pirai  full  metallic  system  serving  161  sub- 
scribers on  16  lines,  sought  authority  to  increase  rates  from  $16.00  to 
$18.00  per  year  in  order  to  accumulate  funds  to  rebuild  the  plant.  No 
exchange  is  maintained,  switching  service  being  secured  at  the  Fond  du 
Lac  exchange  of  Wisconsin  Telephone  Company  at  $5.00  per  year, 
per  station.  The  outstanding  stock  is  $3,925,  on  the  average  10  per 
cent,  dividends  have  been  declared  since  1909,  and  a  surplus  has  been 
invested  in  plant,  the  reproduction  new  cost  of  which  the  Commission 
found  to  be  $6,250,  or  $38,00  per  telephone.  The  Commission  estimated 
that,  allowing  14  per  cent,  for  interest  and  reserve  for  depreciation 
since  1909,  the  conipauy  had  a  surplus  of  $809.17.  All  expenditures  had 
been  chained  to  operating  expenses,  and  the  Commission  found  that  the 
present  rates  would  yield  during  1918  a  return  sufficient  to  provide  6 
per  cent,  for  reserve  for  depreciation  and  7.1  per  cent,  as  return  on 
$6,250. 

Held:  That  the  Couunisslon  would  not  grant  a  rate  increase  for  the 
purpose  of  rehabilitating  the  properties,  where  it  was  clear  that  earnings 
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tn  tiie  past  had  been  sufficient  to  cover  operaJii^  «xpefifies,  pay  a  rea- 
aonablo  itiU'rest  rate  upon  the  investment,  and  in  addition  set  afiide  an 
adequate  annual  reserve  for  depreciation ; 

That  the  fact  that  the  surjilus  which  should  properly  have  constituted 
a  reserve  for  depreciation  fund  was  reinvested  in  the  property  did  not 
relieve  the  stockhoMere  from  the  obligation  to  furnish  funds  for  it^ 
rlihabilitation,  although  it  "whs  proper  to  invest  in  new  extensions  the 
amount  winch,  if  set  aside,  would  have  constituted  the  reserve  for 
depreciation  fund; 

That  in  view  of  tlie  facts,  ttie  application  should  be  denied,  bnt  the 
Commission  would  retain  jurisdiction  so  as  to  enable  it  to  make  surfi  rate 
adjustment  as  should  be  necessary  if  the  Wisconsin  Telephone  Company 
should  apply  for  authority  to  increase  the  switching  rates  at  Fond  du 
Lac  from  $5.00  to  $6.00  per  year. 

Opinion  and  Decision. 

Application  in  this  matter,  dated  Jiilj'  19, 1918,  sets  fortli 
among  other  things  that  the  company  was  incoriKirated  in 
1907  with  a  capital  of  $2,500;  that  no  provision  has  ever 
been  made  for  depreciation;  that  the  plant  is  now  eleven 
»;««rs  old  and  is  in  R*wl  of  rebnilding,  and  tfiat  there  are 
no  ftmds  arailable  to  do  this  work;  ^hat  the  applicant  has 
40  miles  of  pole  line,  143  miles  of  No.  12  wire,  all  metallic 
circuits,  and  161  subscribers  all  receiving  unlimited  service 
at  the  Fond  da  Lac  exchange  of. the  Wisconsin  Telephoju- 
Coihpany  at  a  switching  rate  of  $5.00  per  snl)scriber,  jwi- 
year;  that  in  the  rehnilding  and  rearranging  of  lines  it  is 
planned  to  liave  not  more  than  10  subscribers  on  any  one 
line;  that  all  other  companies  operating  in  the  vicinity  and 
furnishing  a  similar  seirice  are  charging  $1>^.00  per  year; 
ihat  the  present  rate  of  $15.00  per  year  is  inadeqoate,  and 
authority  is  asked  to  place  in  effect  a  rate  of  $18.00  per 
3  ear. 

Hearing  jn  tJie  matter  was  set  for  August  19, 1918,  at  the 
office  of  the  Commissioii  aX  Madison,  No  apjjearances  for 
or  against  the  apjiJication  were  entered.  However,  the 
applicant  furnished  to  the  Commission  an  inventory  of  its 
property,  and  subsequent  to  the  date  of  the  hearing  an 
investigation  of  the  finances  of  the  company  was  made  by 
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thf  Coiiiinipsioii.     The  results  of  this  investigation  ■will  be 
t-ommeiited  upon  later. 

The  applicant  it  appears  operates  a  rural  full  metallic 
system  which  served,  as  of  December  31,  1917,  153  rural 
subscribers  on  16  rural  lines,  all  but  one  of  which  is  on  a 
central  energy  basis.  By  July,  1918,  the  lumiber  of  sub- 
Mjribers  had  increased  to  161.  No  exchanj^e  is  maintained, 
sn-itching  service  being  secured  at  the  Fond  du  Lac 
<'xchange  of  the  Wisconsin  Telephone  Company  at  ^.00 
per  telephone,  per  yeai'.  Within  three  years  of  its  organiza- 
tion the  company  developed  its  s\"stem  to  103  telephones, 
•or  to  approximately  two-thirds  of  its  present  development. 
<)i  the  161  subscribers  now  served,  19  are  stockholders, 
and  it  appears  from  the  dividends  declared  each  year  and 
the  per  cent,  as  indicated  in  the  annual  reports  that  the  total 
outstanding  stock  is  $3,925.  The  annual  reports  show  that 
<m  the  average  10  per  cent,  dividends  have  been  declared 
each  year  upon  the  outstanding  capital  stock  since  1909, 
and  in  addition  thereto  a  considerable  annual  surplus  is 
shown.  No  depreciation  reserve  has  ever  been  set  up. 
AVhile  the  applicant  sets  forth  in  its  application  that  one 
of  its  reasons  for  asking  for  an  increase  in  rates  is  the 
fact  that  its  plant  is  now  eleven  years  old  and  is  in  need  ' 
of  rebuilding,  it  should"  be  pointed  out  that  this  Commis- 
sion has  not  been  disposed  to  grant  rate  increases  for  the 
purpose  of  rehabilitating  the  properties  where  it  has  been 
dear  that  earnings  in  the  past  have  been  sufficient  to 
cover  operating  expenses,  pay  a  reasonable  interest  rate 
upon  the  investment,  and  in  addition  set  aside  an  ade- 
■quate  annual  depreciation  reserve.  The  applicant  in 
this  ease  has  not  eonfomied  to  the  letter  -tif  the  lew  in 
that  it  has  not  provided  a  depreciation  reserve,  and 
although  it  has  an  apparent  surplus  it  has  been  culpable 
because  it  has  declared  dividends  apparently  i-egardless  of 
where  the  revenues  were  to  come  from  with  which  to 
rehabilitate  its  property,  except  to  the  extent  that  the 
apparent  surplus  might  serve  as  a  depieciation  reserve. 
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It  is  apparent,  therefore,  that  the  history  of  the  finances 
of  this  utihty  should  be  carefully  reviewed. 

The  following  is  a  tabulation  of  the  income  accounts  of 
the  utility  as  reported  annually  to  the  Commission  for  the 
years  1909  to  1917  inclusive.  Obvious  errors,  such  as  fail- 
ure to  report  the  amount  paid  to  the  Wisconsin  Telephone 
Company  for  switching  service,  and  others,  have  been  cor- 
lected.  With  the  exception  of  minor  errors  in  reported 
i-evenues  which  will  be  commented  upon  later,  it  appears 
that  the  income  accounts  as  revised  furnish  fairly  accurate 
data  relative  to  the  earnings  and  expenses  of  the  utility  for 
the  period: 

TABLE  I. 

Revised  Income  Accounts,  1908-1917, 


For  rears  Ending  Juiu  SO, 

1909 

1910 

1911 

mt 

191S 

Total  operating  revenues 

Jl,299  77 
657  91 

11,269  62 
644  47 

(1.509  02 
661  23 

$1,794  22 
1,041  34 

$1 ,961  80 
1.294  90 

NETOrEIUTnjOKEV- 

S641  86 
320  00 

$625  15 
397  50 

•$702  88 
392  60 

8URPHI8  FOR  T«AB 

»32I  86 

1227  65 

$817  79 

$310  38 

$666  90 

For 

'Ey/htten 
Monik, 
Enditv 
December 
SI,  I9ti 

Far  Ywr»  Ending  DtcexOer  SI. 

ms 

1916 

1917 

ToUl  oparating  expeuaet 

S3, 058  31 
1,834  39 

S2,308  45 
1.437  76 

$2,308  45 

1,437  76 

$2.296  50 

1,662  76 

NET  OrBRATINO  BBV- 

J1.223  92 
392  SO 

$870  69 
785  00 

1831  42 

$85  69 

$85  69                 $241  24 

*  An  error  is  apparent. 
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In  order  to  determine  what  would  have  been  reasonable 
amounts  to  allow  for  interest  and  depreciation  during  tlie 
I>eriod  1909  to  1917,  it  will  be  necessary  to  estimate  the 
value  of  the  property  for  these  years.  The  inventory  sub- 
jiiitted,  priced  with  average  unit  costs,  shows  a  total  cost 
of  reproduction  of  $6,250  as  of  about  July  1,  1918.  This 
amounts  to  approximately  $38.00  per  telephone  based  upon 
the  164  telephones  listed  in  the  inventory.  The  following 
tabulation  shows,  (1)  the  estimated  value  of  the  system 
for  each  year  from'  1909  to  1917  based  upon  a  value  of 
$38.00  per  telephone  as  applied  to  the  number  of  telephones 
reported  annually  to  the  Commission,  (2)  inte/est  and 
depreciation  computed  at  14  per  cent,  upon  the  values  out- 
lined above,  (3)  net  operating  revenues  as  shown  in  the 
income  accounts  in  Table  I.,  and  (4)  compares  the  total 
reasonable  allowance  for  interest  and  depreciation  with  the 
annual  net  revenues  for  the  period.  In  addition  to  the 
above,  the  table  sets  forth  the  book  values  of  the  property 
as  reported  annually  to  the  Commission.  While  the  book 
values  are  not  consistent  for  the  period,  whatever  weight 
may  be  attached  to  them  has  a  tendency  to  substantiate  the 
estimated  costs  of  reproduction  as  set  forth  in  this  table. 

TABLE  II. 

COMPABISOH     OB'    ANNrAL    NeT     OPERATING    ReVENDES    WlTH     AnNUAL 

Intskest  and  Depreciation  Requirements. 


Year 

Nimbtr 

BHinuiUd 

Cottof 

ai  U  Per 
Cent,  of  Coit 
o/Hepre- 

dudion 

Net 

Book 

Value*  at 

RrporUdin 

.4nnual 

ReparU 

89 
103 
114 
134 
135 
140 
ISO 
160 
163 
164 

13,385  00 
3,920  00 
4,340  00 
6,100  00 
5,140  00 
5,325  00 
5,710  00 
5,710  00 
5,825  00 
6,250  00 

S473  00 
548  80 
607  60 
714  OD 
719  80 
'1,118  25 
799  40 
799  40 
815  50 

$641  86 

847  79 
702  88 
.     666  90 
•1,223  92 
870  69 
870  69 
633  74 

t4,189  00 
4.140  00 

mi 

6,228  00 
4,640  00 

1914 

191« 

6,666  66 
6,000  00 

July  I,  IfllS   . . . 

S6,596  45 

17,086  62 

*  Pot  eighteen  monthB. 
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The  above  table  shows  that  tlie  total  net  <iperating  rev- 
enues as  reported  exceed  the  total  estimated  requirements 
for  interest  and  depreciation  for  the  nine  and  one-half 
years  by  '$409.17.  However,  it  appears  that  daring  the 
X)eriod  from  1909  to  1915,  inclusive,  either  there  were  errors 
in  reporting  the  animal  revenues,  or  the  full  amounts  of 
fhe  rates  on  file  were  not  charged.  Averaging  the  sub- 
scribers reported  at  the  beginning  of  each  year  with  the 
subHcribers  reported  at  the  end  of  each  year  and  apphing 
the  rate  on  file,  I'iz.,  $15.00  per  subscriber,  per  year,  results 
in  a  total  discrepancy  in  reported  earnings  for  the  period 
of  abou{  $400.  Adding  this  amount  to  the  $409.17  excess 
of  net  operating  reveiuies  over  interest  and  depreciation 
requirements  gives  $809.17.  While  this  amount,  added  to 
the  estimated  interest  and  depreciation  requirements  for 
the  nine  and  one-half  year-period  under  consideration, 
would  perhaps  not  constitate  an  unreasonably  high  inter- 
est and  depreciation  i>rovision,  it  is  evident  that  the  stock- 
holders have  been  furnished  with  sufficient  revenues  in 
the  past  to  provide  adequately  for  interest  and  deprecia- 
tion upon  the  investment.  The  fact  that  the  surplus,  or 
what  probably  should  have  constituted  a  depreciation  fimd, 
was  reinvested  in  the  property  does  not  relieve  the  stock- 
holders from  the  obligation  to  furnish  funds  for  the  rehabili- 
tation of  the  property.  Any  rate  increase  based  upon  the 
plea  that  the  applicant  needs  funds  for  rebuilding  its  prop- 
erty must  therefore  be  denied. 

However,  it  appears  reasonable  that  if  more  revenues  are 
needed  to  pro'V'ide  for  increased  operating  expenses,  such 
revenues  should  be  forthcoming  through  an  increase  in  rates. 
In  order  tliat  we  might  be  better  informed  as  to  the  opera- 
tions of  the  applicant  and  as  to  its  financial  needs,  an  inves- 
tigation of  its  records  has  been  made.  Operating  expenses 
were  reviewed  for  the  year  ended  December  31,  1917,  and 
for  the  ten  months  ended  October  31,  1918.  The  following 
table  shows  the  reBults  of  the  investigation  of  the  appli- 
cant's finances. 


*  iMBO.lTr 
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TABLE  III, 

IxcoME  Accounts  for  Ybab  Esbed  Deci^beb  31,  1B17,  and  fob  the 

Ten  Months  Ended  November  1,  1918. 

For  Ten 
For  Year  Montis  Ended 
Ended  De-     November 
eember31,1917     J,  1918 
Rer»nues: 

Total   earnings    $2,296  50       $2,1)63  00 

Ej-penges : 

Paid  for  awitebing  ser\Jee... $764  72  $667  59 

Wire  plsnt  and  substation  expense  and  taxes. .  515  74  533  78 

Geoeral  officers'  salaries  and  expense ■  99  00  09  00 

Miscellaneous  71  Z7  88  ffi 

TOTAL  EXPENSE $1,450  73       $1^78  59 

Net  revenues  for  period ^45  7T  $684  41 

Krt  revenues  for  ten  months'  period  expanded 

to  yeariy  basis 821  28 

It  will  lje  iioU'd-that  the  record.of  expenses  shown  in  tin:- 
above  table  for  the  year  ended  December  31,  1917,  are 
lower  than  tJie  expeiiBes  reported  by  the  applicant  fox  this 
period  as  detailed  in  Tablb  I,  by  $212.03.  It  is  impossible 
to  ascertain  wherein  the  discrepancy  lies,  since  the  details 
of  the  eomputations  whereby  the  applicant  arrived  at  its 
expenses  are  not  available.  However,  it  does  not  appear 
necessary  in  this  case  to  reconcile  the  two  expense  accounts. 
Our  review  of  the  expenses  for  this  year  tends  to  substan- 
tiate our  conclusion  that  the  earnings  of  the  company  in 
(he  past  have  been  ample  to  cover  all  operating  expenses,, 
including  provision  for  an  adequate  depreciation  reserve, 
and  to  pay  reasonable  interest  returns  upon  the  value  of 
ihe  property. 

It  appears  to  have  been  the  policy  of  the  company  to 
i'harge  all  expenditures,  whether  they  were  for  conatruc- 
tion,  replacement,  or  ordinary  repairs  or  labor,  to  operat- 
ing expenses,  and  expect  the  revenues  from  the  operation 
of  the  plant  to  meet  all  of  these  expenses.     Since  the 
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original  investment  was  made  of  $3,925  realized  from  the 
tale  of  capital  stock,  the  projKTty  has  been  built  up  out 
of  earnings  until  now  its  cost  of  reproduction  is  in  the 
neighborhood  of  $6,250.  While  it  is  proper  to  invest  in 
new  extensions  the  amount  which,  if  set  aside,  would  con- 
stitute the  depreciation  fund,  it  is  obviously  unfair  to 
relieve  the  stockholders  of  the  company  from  furnishing 
the  capital  to  rebuild  the  property  when  rebuilding  becomes 
necessary. 

The  income  account  shown  in  Table  III.  for  the  first  ten 
months  of  the  calendar  year  1918  shows  a  net  earning  above 
expenses,  excluding  depreciation,  of  $684.41,  which,  if 
expanded  to  a  yearly  basis  would  amount  to  $821.28.  This 
amount  would  provide  for  depreciation  at  6  per  cent,  upon 
an  investment  of  $6,250,  and  in  addition  also  pay  interesi 
or  dividends  upon  the  same  amount  at  about  7.1  per  cent. 

The  only  data  which  the  applicant  has  submitted  tending 
to  show  that  current  expenses  will  be  increased  materially 
the  coming  year  over  the -present  year  have  reference  to  the 
amount  which  is  to  be  paid  to  the  Wisconsin  Telephone 
Company  for  switching  service.  This  amount  it  is  con- 
tended is  to  be  raised  from  $5.00  to  $6.00  pej  telephone  on 
January  1,  1919.  No  application  on  the  part  of  the  Wis- 
consin Telephone  Company  for  authority  to  increase* 
switching  rates  at  Fond  du  Lac  has  been  received  by  the 
Commission  up  to  the  present  time.  Should  such  an  appli- 
cation be  made  and  be  passed  upon  favorably  by  the  Com- 
mission, it  is  sufficient  for  the  purposes  of  this  case  to  retain 
such  jurisdiction  as  will  enable  us  to  make  rate  adjustments 
which  appear  necessary. 

In  view  of  the  circumstances  sunoundln;;  this  case,  we 
believe  that  the  application  should  be  denied.  This  action 
shall  not  prejudice  the  right  of  the  applicant  to  make  fur- 
ther application  for  an  increase  in  rates  when  legitimate 
expenses  have  increased  to  such  an  extent  as  to  make  addi- 
tional revenues  reasonable  and  necessar\'. 
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It  is,  therefore,  ordered: 

1.  That  the  application  herein  be  denied. 

2.  The  Commission  retains  full  jurisdiction  to  alter  or 
amend  this  order  as  may  api>ear  necessary  within  one  year 
of  the  date  hereof. 

Dated  at  Madison,  Wisconsin,  this  twenty-fourth  day  of 
December,  1918. 
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Board  of  Railway  Oonmussioneni. 

In  re  Application  of  The  Bell  Telephone  Company  ov 
Canaoa  Under  Sections  247-248  of  the  Railway  Act, 
FOR  Leave  to  Exercise  its  Powers  of  Constructing, 
Maintaining  and  Operating  its  Lines  Installed  in 
and  by  Underground  Conduit  in  the  City  of  Ijondon, 
Ontario. 

File  No.  28948. 

Decided  November  20,  1918. 

In  Oruiting  AnUiority  to  Oonstract,  Huntain  and  Operate  Lines  In  Olty,. 

Board  Oonsidered  Witiiont  Power  to  Provide  for  Oompenaatlon  to 

Oitf  for  the  Use  of  its  Streets.* 

Order. 

Upon  reading  the  application  and  what  is  alleged  in  sup- 
port thereof,  the  answer  filed  on  behalf  of  the  corporation 
of  the  city  of  London  in  objection  thereto,  and  the  reply  of 
the  telephone  company, 

It  is  ordered,  [I.]  That  the  telephone  company  be,  and  it 
IS  hereby,  granted  leave  to  exercise  its  powers  of  con- 
."itructing,  maintaining,  and  operating  its  lines  of  telephone 
installed  in  and  by  underground  conduit  in  the  following 
location,  in  the  city  of  London,  Province  of  Ontario:  On 
Talbot  Street,  conniiencing  at  the  telephone  company's 
manhole,  located  at  the  intersection  of  Talbot  and  Dundas 
streets,  and  running  south  approximately  ISO  feet  to  the 
first  lane-way  off  Talbot  Street  running  east. 

2.  The  work  to  be  carried  on  under  the  8Uper\ision  of 
the  engineer  of  the  city  of  London,  and  the  Utilities  Com- 
mission, provided  that,  if  any  question  arises  with  regard 
to  such  supervision,  it  shall,  on  application,  he  dealt  w^th 
by  the  electrical  engineer  of  the  Board. 
'  November  20,  1918. 


*  For  Judgment  in  Ihis  (■ase,  see  Commission  Leaflet  No.  85,  p.  508. 
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Jn   It'  Apflk^atios  of  Th?:  Beu.  Telephone  Company  op 
Canada  for  Leave  to  Increase  Bates;  and  Application 
OF  the  City  of  Montreal  for  Particulars,  to  Amend 
Order  No.  27848,  etc. 

Case  No.  955  — Order  No.  27912. 

Decided  December  6,  1918. 

Under  Present  Oooditlons  Bate  Increaees  Slioald  be  Temporur  —  Full 

Inresticatioii,  Special  Valnationi,  and  Coat  Stndies  Not  Beqnired 

—  Company    Ordered    to    Supply    Certain    Data    from    its 

Book!  r-  Api^cation  to  Have  Board  Fay  Ooet  of  Aodit  by 

Ci^'s  Anditoia  Denied, 

Applicant  sought  to  increase  mtes  in  Montreal,  and  the  city,  resisting 
the  application,  applied  for  t!ip  delivery  of  particulars  by  the  company, 
and  t'oT  the  rif^ht  to  go  over  the  ccHnpany's  books,  and  also  contended  that 
it'  increaBea  were  granted  they  should  be  temporary. 

Held;  That  the  evidence  showing  that  many  states  were  granting 
temporary  increases  without  tl\e  making  of  full  inventories,  valuations 
and  investigations,  due  to  war  conditions,  and  that  there  had  been  ftn 
immense  increase  in  the  cost  of  niafcriala,  the  Board  would  give  effect  to 
the  spirit  of  the  munieigatity's  application  and  provide  merely  for  tem- 
porary increases  if  they  were  shown  to  be  necessary,  hut  would  not  fix 
the  duration  of  such  temporary  increases,  as  they  should  remain  in  effect 
antil  operating  costs  and  plont  valuations  became  normal,  when  the 
permanent  rates  ought  to  be  considered ; 

That  the  appjicotion  should  be  treated  as  current  so  that  the  onus  of 
showing  what  the.projter  rate  wa.s  should  rest  upon  the  company; 

That  although  the  matter  as  dealt  with  on  such  temporary  basis  did  not 
require  the  exhaustive  statements  wh'ch  otherwise  miglit  be  necessary,  the 
mnn lei pali ties  were  entitled  to  the  fullest  amount  of  information  that 
the  company's  books  would  enable  them  to  give,  without  recourse  to  siietial 
vtdnations  and  exhaustive  cost  studies,  and  the  company  siiould  give 
further  detailed  particulars  sliowii^  an  analysis  of  phint  values,  gross 
revenues,  expenses,  reserve  for  depreciation,  stations  served,  long  distance 
messages,  interest  expenses,  surplus,  reserve  for  special  objects,  and 
special  accounts ; 

That  althongh  tlie  auditing  of  (he  books  by  ^Montreal'sauditors  wovM 
be  of  benefit  not  only  to  Montreal  but  also  to  other  cities,  the  Board  wou'd 
not  pay  the  cost  and  expense  of  the  audit  out  of  its  funds,  as  it  had  wt 
fund  for  such  a  purpose  and  the  matter  was  one  in  which  the  Canadian 
tax  payer  as  such  was  not  in  any  event  interested,  tlie  company  having 
no  operations  in  many  of  the  Canadiau  provinces.  Any  contribution  to 
Montreal's  expenses  was  a  matter  to  be  considered  by  municipalities 
interested,  rather  than  by  the  country  at  large. 
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Judgment, 
The  Chief  Commissioner: 

On  the  application  of  municipalities,  including  the  city 
of  Montreal,  Order  No.  27848  for  the  delivery  of  particulars 
by  The  Bell  Telephone  Company  was  made  by  the  Board. 

At  the  time  the  question  was  considered  the  particulars 
asked  for  by  the  city  of  Montreal  were  general  in  their 
character  and  the  city  had  not  had  the  question  considered 
by  an  expert  versed  in  telephone  rates  and  practices.  Since 
the  order  was  made  the  city  of  Montreal  has  had  the  benefit 
of  the  expert  advice  of  Mr.  W.  J.  Hagenah,  of  the  firm  of 
Plagenah  and  Erickson,  of  Chicago,  and  as  a  result  of  going 
into  the  matter  with  him  desires  further  particulars.  At 
the  request  of  the  city  of  Montreal  a  sittings  of  the  Board 
was  arranged  for  Friday,  November  22,  for  the  considera- 
tion of  its  further  demands. 

At  this  sittings  Mr,  Hagenah  was  called  as  a  witness,  and 
the  position  taken  by  the  city  of  Montreal  has  been  endorsed 
by  the  municipalities  who  appeared  at  the  sittings,  as  above 
set  out. 

In  addition  to  this  application  for  particulars  the  city  of 
Montreal  also  applied  for  an  order  that  any  rates  that 
might  be  fixed  by  the  present  application  of  the  company 
be  temporary  rates.  The  relief  asked  for  in  this  applica- 
tion is  stated  as  follows: 

"  Wherefore  for  the  reasons  above  stated,  the  city  of  Montreal  applies 
for  a  preliminarj'  judgment  and  order  to  the  effect, 

1.  That  if  your  CommisBion  increases  the  tolls,  rates,  and  charges, 
incidental  or  otherwise,  or  grants  any  new  ones  for  local  exchange  service 
in  the  Montreal  telephone  exchange  district  or  for  long  distance  service, 
that  the  same  be  only  for  a  temporary  and  limited  jieriod  of  time. 

2.  That  at  the  expiration  of  the  said  period  the  tolls,  rates,  and  charges, 
incidental  or  otherwise,  now  existing  and  in  force  shall  revive. 

3.  That  if  at  the  expiration  of  the  said  period  The  Bell  Telephone 
Company  mahes  application  that  the  temporary  increases  and  additions 
that  may  be  granted  fay  yonr  Board  for  local  exchange  service  in  the 
Montreal  telephone  exchange  district  and  for  long  distance  service  upon 
the  application  of  the  company  be  cont-nued,  or  that  the  said  increases 
be  further  aug^mented  or  increased,  or  for  higher  tolls,  rates,  and  charges 
than  now  existing  and  in  force,  and  for  charges  not  now  made,  the  com- 
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l)any  shall  in  such  case  make  and  snhmit  to  yoar  Board  a  detailed  valua- 
tion and  inventory  of  the  Montreal  telephone  exchange,  a  like  inventory 
and  valuation  of  the  long  distance  system,  and  establish,  in  detail,  the 
gross  revenues  and  expenses  of  the  Montreal  telephone  exchange  and  the 
long  distance  system  separately;  the  city  of  Montreal  to  have  the  r'ght, 
if  it  sees  fit,  to  have  representatives  at  the  making  of  said  inventories 
and  valnations,  and  at  the  fixing  and  determining  of  the  said  gross 
revenues  and  expenses  to  check  and  control  same  as  the  work  progresses. 
4.  That  yonr  Commission  reserve  the  right  to  reduce  or  cancel,  before 
the  expiration  of  said  period  of  time,  should  the  circumstances  warrant 
it  in  the  opinion  of  yonr  Commission,  each  and  any  of  the  temporary 
increases  and  additions  in  the  tolls,  rates,  and  charges,  incidental  or 
otherwise,  that  might  he  granted  on  the  company's  application  for  local 
exchange  service  in  the  Montreal  telephone  exchange  district  or  for  long 
distance  service,  or  to  shorten  the  period  of  dnration  of  said  temporary 
increases  and  additions." 

I  first  deal  with  this  qaestioii.  In  his  examination  Mr. 
Hagenah  says: 

""  "  "  New  York,  Massachusetts,  Maryland,  Indiana,  Illinois  —  of 
course  you  gentlemen  are  familiar  with  them.  They  have  come  to  the 
conclosion  that  because  of  these  abnormal  conditions  an  emei^ency  ex'sts, 
that  they  cannot  stop  to  go  into  extensive  appraisals  and  inventory 
investigations  of  property,  but  they  will  analyze  earnings  and  operating 
expenses  for  a  number  of  years,  and  assuming  —  and  it  is  purely  an 
assumption  —  that  the  rates  which  prevailed  before  fhese  abnormal  con- 
ditions developed  were  equitable,  they  will  analyze  and  see  what  have 
been  the  net  earnings  each  year  since  that  time.  If  the  net  earnings  have 
declined  very  abruptly  they  will  say  that  the  departure  between  such  net 
eamiogs  and  the  net  earnings  before  will  measure  the  amount  by  which 
the  company  shall  have  an  increase  in  its  rates.  The  practice  has  been 
to  grant  such  emergency  increase  as  the  figures  disclose  is  necessary, 
makii^  that  effective  generally  for  one  year,  during  which  time  the  Com- 
in"ssiou  expressly  reserves  jurisdiction  of  the  case.  Very  often  at  such 
time,  proceeding  on  the  assumption,  which  is  largely  justified,  I  think, 
that  these  conditions  will  not  go  back  to  normal  within  one  year,  it  may 
be  in  fact  a  number  of  years,  and  that  the  increase  in  rates  may  have 
to  be  for  quite  a  length  of  time,  they  generally  ask  that  the  company 
prepare  a  full  inventory  and  appraisal  of  its  property  and  such  analytical 
data  as  is  necessary,  so  that  the  Commission  at  the  end  of  the  year,  or 
eighteeu  months,  the  effective  period,  may  be  able  to  determine  with  more 
definiteness  what  the  rate  shall  be  until  conditions  become  less  disturbed 
and  less  abnormal,  retaining  all  the  time  jurisdiction  of  the  case  so  the 
burden  of  proof  is  not  affected  by  the  temporary  relief  given  to  the 
company. 
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Q.  YouT  idea  then  of  what  ought  to  be  done  is  that  while  the  fullest 
particulars  should  be  fumi^ed  so  that  everybody  gets  to  know  just 
exBc-tly  what  the  business  is  and  what  the  returns  are,  those  particularK 
should  be  held  over  for  examination  and  whatever  is  the  proper  relief 
for  the  immediate  emergency  should  be  granted  without  an  immediate 
investigation  T  .4.  Yes,  if  the  Commission  satisfy  themselves  that  the 
company  should  he  relieved  immediat«ly  to  such  an  extent  as  is  shown 
to  be  necessary,  that  could  be  done  without  an  expensive  appraisal,  but 
after  that  temporary  relief  is  given,  realizing  that  these  conditions  arc 
abnormal  and  may  last  for  probably  eight  or  ten  yeani.  the  Commission 
request  the  company  to  immediately  prepare  data  to  show  the  Commis- 
sion that  it  is  entitled  to  some  measure  of  relief  on  a  more  or  less  per- 
manent basis  at  the  end  of  the  effective  period  of  one  year  or  eighteeo 
montlis. 

The  Chief  Commissioner.  Mr,  Hagenah,  on  the  temporary  issae  what 
do  you  think  you  should  have  before  you  before  you  can  deterniine  that  f 
A.  I  would  think  that  in  addition  to  the  comprehensive  st-hedule  of  infor- 
mation which  you  have  asked  for  from  the  comp.any  an  a  wholt  that  the 
Commission  should  take  into  consideration  the  gross  and  the  net  earnings 
from  each  of  the  exchange  districts.  I  imagine  The  Bell  Telephone  Com- 
pany of  Canada  is  keeping  accounts  as  fo  the  revenue  eolleeted  in  each 
of  the  large  exchange  districts,  and  its  ex|)enses,  and  while  it  probably 
does  not  prorflto  some  of  the  general  expenses,  we  might  be  able  by  some 
process  of  prorating  to  get  at  something  reasonably  accurate  as  a  bns's 
for  an  emei^ency  rate."  ' 

The  followiiig  statement  of  his  position,  made  at  the 
hearing,  was  adopted  by  him : 

"  The  Chief  Commissioner.  He  has  already  answered  it.  He  saj-s  it 
is  not  neeeasary  at  th«  present  time  and  ought  not  to  be  done.  He  says 
at  this  particular  juncture  if  we  find,  ns  they  found  in  the  states,  an 
emergency  to  exist;  that  the  relief  for  the  emergency  ought  not  to  be 
delayed  hy  dilatory  proceedings;  hut,  on  the  other  hand,  whatever  relief 
is  given  should  be  held  down  to  a  period,  that  the  Board  should  see  that 
it  does  not 'extend  for  any  longer  than  there  is  necessity  for  it,  and  that 
in  the  meantime  these  detail  matters  of  invest'gation  should  be  gone  on 
with  so  that  at  the  end  of  the  period  of  emergency  the  full  subject  can 
get  that  deta'led  information  which  it  should  get.  That  is  what  the  wit- 
ness saj's.    He  says  those  things  ought  not  to  be  done  row.    Is  that  right? 

Witiiesx.  That  is  so.  When  the  Commissioner  asks  about  each  incor- 
porated village,  town,  and  city,  I  might  point  out  that  the  information 
could  be  given  only  by  the  exchange  areas  the  company  carries  on  its 
books.  1(  may  have  ten  eitics  in  one  exchange  area.  It  would  be  practi- 
cally no  work  for  the  company  to  give  us  that  information." 
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And  much  turns  on  this  application.  In  order  to  appre- 
ciate how  much  tarns  upon  it,  it  is  necessary  merely  to  state 
that  the  proper  rate  basis,  in  the  opinion  of  the  Montreal 
expert,  is  that  a  local  rate  should  be  fixed  for  each  locality, 
and  that  for  the  purpose  of  fixinf?  the  rate  an  inventorj' 
f'hould  he  liad  of  the  company's  plant  and  equipment  in 
.such  locality,  the  expenses  of  operation  arrived  at,  and  pro- 
vision made  for  a  prolit  of  8  per  cent,  on  the  value 
appraised. 

There  has  iwen  an  immense  increase  in  the  cost  of 
materials  since  the  last  detailed  investigation  was  held  by 
the  Board,  which  covered  the  Montreal  territorj-  and  took 
place  in  1911.  At  the  time  of  that  investigation  it  was 
found  that  the  company  made  but  8.28  ]>er  cent,  on  its 
Montreal  investment  and  the  rates  were  therefore 
sustained. 

In  alt  probability,  were  an  appraisal  taken  today  it  would 
be  found  that  the  value  had  increased  at  least  40  per  cent., 
and  if  Montreal  he  taken  as  a  typical  jroint  (the  result 
would  be,  of  course,  not  absolutely  the  same  in  all  munici- 
palities) the  general  result  would  he  an  increase  of  40  per 
<*ent.  in  telephone  rates. 

It  may  b<'  that  today's  high  costs  will  be  maiptained  for 
some  considerable  time;  that  labour  charges  and  that  class 
of  material  in  which  labour  represents  a  large  j>erceiitage 
of  the  cost  will  not  materially  decrease.  On  the  other  hand 
it  is  more  than  possible  that  the  cost  of  installation  and  tlie 
\'alnes  of  plants  will  materially  decrease. 

In  my  opinion,  sliould  it  be  found  necessary  to  increase 
the  company's  rates,  they  should  be  increased  subject  to 
Ihe  Board's  further  order  and  to  the  farther  provision,  in 
the  meantime,  that  such  data  be  collected  and  valuations 
made  as  will  enable  a  proper  telephone  rate  to  be  deter- 
mined when  conditions  are  ascertained  to  be  constant. 

I  would,  therefore,  give  effect  to  the  spirit  of  the  munici- 
pality's application  and  provide  merely  for  temporary 
increaees  if  necessary.  In  my  view,  however,  their  dura- 
tion ought  also  not  to  he  fixed.    They  should  remain  in  effect 
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Q.  Your  idea  thea  of  what  ought  to  be  done  is  that  while  the  fullest 
particulars  should  be  furnished  so  that  everybody  gets  to  know  just 
exactly  what  the  business  is  and  what  the  returns  are,  those  particulars 
should  be  lield  over  for  esamination  and  whatever  is  the  proper  relief 
for  the  imiuediatp  eniei^enej  should  be  granted  without  an  inunediale 
investigation f  .4.  Yes,  if  the  Conuuiaeiou  satisfy  theraaelves  that  the 
eompauy  should  be  relieved  immediately  to  such  an  extent  as  ia  ^own 
to  be  necebsary,  that  could  be  done  without  an  expensive  appraisal,  but 
Aft«r  that  temporary  relief  Is  given,  realizing  that  these  conditions  are 
abnormal  and  may  last  for  jirubably  eight  or  ten  yeans,  the  Commission 
request  the  crnnpany  to  immediately  prepare  data  to  show  the  Commis- 
sion that  it  is  entitled  to  some  measure  of  relief  on  a  mure  or  leas  per- 
manent basis  at  the  end  of  the  effective  period  of  one  year  or  e^hteeu 
months. 

The  Chief  Commissioner.  Mr.  Hagcnah,  on  the  temporary  issue  what 
do  you  think  you  should  have  before  you  before  you  ean  determine  that? 
A.  I  would  think  that  in  addition  to  the  comprehensive  wheduie  of  infor- 
mation which  you  have  asked  for  from  the  comp.any  ae  a  whol^  that  the 
Commission  should  take  into  consideration  the  gross  and  the  net  earnings 
from  each  of  the  exchange  districts.  I  imagine  The  Bell  Telephone  Com- 
pany of  Canada  is  keeping  accounts  as  to  the  revenue  collected  in  each 
of  the  large  exchange  districts,  and  its  expenses,  and  white  it  probably 
does  not  prorate  some  of  the  general  expenspM,  we  might  he  able  bj'  some 
process  of  prorating  to  get  at  something  reasonably  a<'(-ui-ate  as  a  bass 
for  an  emergeney  rate." " 

The  following  statement  of  his  position,  made  at  the 
hearing,  was  adopted  by  him : 

"  The  Chief  Commissioner.  He  has  already  answered  it.  He  saj-s  it 
is  not  ueceasarj"  at  the  present  time  and  ought  not  to  be  done.  He  says 
at  this  partitular  juncture  if  we  find,  as  they  found  in  the  states,  an 
emergency  to  exist,  that  the  relief  for  the  emergency  ought  not  t»  he 
delayed  by  dilatory  proceedings;  but,  on  the  other  hand,  whatever  relief 
is  given  should  be  held  down  to  a  period,  that  the  Board  should  see  that 
it  does  not  extend  for  any  longer  than  there  is  necessity  for  it,  and  that 
in  the  meantime  these  detail  matters  of  invest 'gut  ion  should  be  gone  on 
with  so  that  at  the  end  of  the  (>eriod  of  emei^ncy  the  full  subject  can 
get  that  detailed  information  which  it  should  get.  That  is  what  the  wit- 
ness says.    He  saj-s  those  things  ought  not  to  be  done  now.    Is  that  right  f 

Witness.  That  is  so.  When  the  Commissioner  asks  about  each  incor- 
porated village,  town,  and  city,  I  might  point  out  that  the  information 
could  be  given  only  by  the  exchange  areas  the  company  carries  on  its 
books.  It  may  have  ten  cities  in  one  exchangri  area.  It  would  be  practi- 
cally no  work  for  the  company  to  give  us  that  information." 
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And  much  turns  o»  this  application.  In  order  to  appre- 
ciate how  much  turns  npon  it,  it  is  necessary  merely  to  state 
that  the  proper  rate  hasis,  in  the  opinion  of  the  Montreal 
expert,  is  that  a  local  rate  should  be  fixed  for  each  locality, 
Hnd  that  for  the  purpose  of  fixing  the  rate  an  inventory 
should  be  had  of  the  company's  plant  and  equipment  in 
i^ueh  locality,  the  expenses  of  operation  arrived  at,  and  pro- 
vision made  for  a  profit  of  8  per  cent,  on  the  value 
appraised. 

There  has  been  an  immense  increase  in  the  cost  of 
materials  since  the  last  detailed  investigation  was  held  by 
the  Board,  which  covered  the  Montreal  territory  and  took 
place  in  1911.  At  the  time  of  that  investigation  it  was 
i'ound  that  the  company  made  but  8.28  jwr  cent,  on  its 
Montreal  investment  and  the  rates  were  therefore 
sustained. 

In  all  probability,  were  an  appraisal  taken  today  it  would 
be  found  that  the  value  had  increased  at  least  40  per  cent., 
and  if  Montreal  be  taken  as  a  typical  point  (the  result 
would  he,  of  course,  not  absolutely  the  same  in  all  nmnici- 
jialities)  the  general  result  would  be  an  increase  of  40  per 
cent,  in  telephone  rates. 

It  may  lie  that  today's  high  costs  will  be  maintained  lor 
some  considerable  time;  that  labour  charges  and  that  class 
of  material  in  which  laliour  represents  a  large  percentage 
of  the  cost  M'ill  not  materially  decrease.  On  the  other  hand 
it  is  more  than  possible  that  the  cost  of  installation  and  the 
values  of  plants  will  materially  decrease. 

In  my  opinion,  should  it  be  found  ne<'epsary  to  increase 
the  company's  rates,  they  should  be  increased  subject  to 
the  Board's  further  order  and  to  the  further  provision,  in 
the  meantime,  that  such  data  be  collected  and  valuations 
made  as  will  enable  a  proper  telephone  rate  to  be  deter- 
mined when  conditions  are  ascertained  to  be  constant. 

I  would,  therefore,  give  effect  to  the  spirit  of  the  munici- 
jmbty's  application  and  provide  merely  for  temporary 
incrcaees  if  necessary.  In  my  view,  however,  their  dura- 
lion  ought  also  not  to  be  fixed.    They  should  remain  in  effect 
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until  operating  costs  and  plant  values  become  normal,  when 
Ihe  permanent  rates  ought  to  be  considered. 

I  would  treat  the  application  as  current,  so  that  the  onus 
of  showing  what  the  proper  rate  was  would  rest  upon  the 
conipanj-,  and  in  order  to  bring  about  this  resnilt  would 
grant  temporary  incieases  if  foxmd  necessary,  as  already 
stated,  until  fni'ther  order. 

Although  the  matter,  as  dealt  with  on  this  temporary 
basis,^  does  not  require  the  exhaustive  statements  which 
otherwise  might  be  necessary,  I  am  nevertheless  of  the  view 
that  the  municiimlities  are  entitled  to  the  fullest  amount  of 
information  that  the  company's  books,  as  kept,  will  enable 
them  to  give  without  recourse  to  special  valuations  and 
exhaustive  cost  studies,  involving  as  it  might  the  detail  of  , 
the  whole  of  the  company's  system. 

Apart  from  the  evidence  of  Mr.  Hagenah,  which  shows 
that  further  details  are  necessary,  there  is  no  reason  why 
the  fullest  information  should  not  be  given  by  the  company, 
and  no  reason  why  the  public  should  not  be  taken  into  its 
fullest  confidence.  I  would,  therefore,  order  the  delivery 
of  further  detailed  particulars  as  f oUo'ft's : 

1.  An  analysis  of  plant  values  as  shown  by  the  company's 
books  for  the  period  from  and  including  1913  down  to  the 
thirtieth  of  September  of  the  current  year  —  this  analysis 
to  show:  (a)  real  estate,  subdivided  into  land  and  build- 
ings, (b)  equipment,  (c)  exchange  lines,  (d)  and  toll  lines; 
the  whole  as  subdivided  and  classified  in  the  company's 
books;  the  summary  in  addition  to  show  the  whole  plant 
in  service  as  well  as  that  part  of  the  plant  in  process  of 
construction. 

2.  An  analysis  of  the  company's  gross  revenue  for  the 
tame  period.  This  analysis  should  be  so  subdivided  as  to 
show  the  amount  of  the  company's  exchange  revenues,  toll 
levenues,  and  non-operating  revenues,  giving  in  full  the 
details  as  disclosed  by  the  company's  books  and  classifica- 
tion. Insofar  as  non-operating  revenues  are  concerned, 
these,  possibly,  have  nothing  Avhatever  to  do  with  the  issue. 
On  the  other  hand  they  may,  and  such,  other  details  should 
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be  given  of  these  non-operating  revenues  as  will  enable 
tliat  issue  t6  be  easily  detennined.  In  order  to  do  this  it 
wilt  be  necessary  for  the  company  to  give  not  only  tlie 
amount  of  interest  or  miscellaneous  income  received,  but 

-  also  to  show  the  character  of  the  investment,  how  and  when 
acquired,  and  to  what  account  the  capital  invested  was 
charged. 

3.  An  analysis  of  the  company's  expenses,  covering  the 
same  periods,  to  be  divided  into  items  covering  general 
operation,  commercial  traffic,  rights  and  privileges,  insur- 
ance, maintenance  and  repair,  station  removals  and 
changes,  depreciation  of  plant,  and  extraordinary  repair 
charges,  the  whole  to  be  given  with  as  great  detail  as  the 

-  classification  and  books  of  Uie  company  permit.  Items  for 
taxes  should  also  be  given,  and  an  analysis  of  the  tax 
charges  made,  with  a  view  of  showing  whether  the  taxation 
is  extraordinary  as  a  result  of  the  war  or  a  permanent 
charge  against  the  company's  operations. 

4.  In  view  of  Mr.  Hagenah's  criticism  of  the  amount 
charged  by  the  company  to  depreciation,  a  detailed  analysis 
ought  to  be  made  of  these  items  which  T*ill  sliow,  annually, 
the  amount  of  depreciation  charged,  the  average  plant 
in  service,  and  the  resultant  percentage  of  depreciation 
annually  charged,  calculated  on  the  average  plant  in 
service. 

5.  A  subdivision  of  depreciation  should  also  be  made 
which  will  show  the  basis  on  which  depreciation  is  charged, 
subdividing  it  between  buildings,  central  offices,  equipment, 
exchange  lines,  and  pole  lines,  the  whole  to  be  given  in  as 
full  detail  and  subdi\ision  as  the  company's  books  and 
classification  permit. 

6.  Particulars  should  be  given  of  the  number  of  stations 
connected  and  disconnected,  the  net  gain  in  stations,  and 
the  company 's  total  stations  annually  for  the  whole  period 
under  review. 

7.  A  statement  giving  the  total  number  of  long  distance 
messages  for  the  same  period. 

8.  Particulars    should    also    be    given    of   the    interest 
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fxi>enst's  showiitf^  the  interest  on  the  funded  debt,  its  rate 
interest  on  current  notes,  bank  interest  on  overdraft  or 
arif^in^  from  other  indebtedness,  the  M-hole  for  tJie  same 
period,  together  wnth  a  statement  showing  dividends  paid. 

9.    A  statement  should  also  be  given  showing  the  com-  ■ 
.  i«my's  surpluses  for  the  same  period,  oonunencing  with  the 
balanee  on  liand  January  1,  1913.  and  carrying  the  amount 
down  to  date. 

There  are  resei-ves  for  special  objects,  usually  carried  in 
the  telephone  business.  There  is  the  reserve  for  deprecia- 
tion of  plant,  the  resei-ve  for  deferred  ordinaiy  repairs,  the 
reserve  for  tire  insurance,  the  reserve  for  accident  insur- 
ance, the  reserve  for  deprewation  of  office  furniture  and 
factories,  the  reserve  for  depreciation  of  polos,  the  reserve  ■ 
for  depreciation  of  plant,  and  the  resen-e  for  <>xtraordinar>" 
repairs.  Particulars  are  to  be  delivered  by  the  company 
for  the  same  period,  giving  details  of  these  reserves  and  any 
<)thers  tlie  company  may  have. 

In  order  to  give  full  information  as  to  the  ooinpany's 
financial  position,  details  should  also  be  given  of  the  com- 
pany's special  acconnts,  sach  as  the  suspense  account,  con- 
tingent and  reserve  accomit,  and  employees'  Iienefit  fund 
for  the  same  period. 

The  evidence  shows  that  the  company's  books  do  not 
distinguish  between  exchange  expenses  and  long  distance 
expenses,  itor  between  cJiarges  to  exchange  capital  account 
as  distinguished  from  long  distance  capital  account,  with 
the  exception  of  the  long  distance  toll  lines. 

The  e\'idence  also  shows  that  in  the  same  manner  the 
company's  books  are  not  being  kept  so  as  to  give  the 
receipts  and  exi>enses  of  different  individnal  exchange  sta- 
tions. The  company's  books,  however,  do  give  information 
showing  the  expenses  and  receipts  within  given  areas.  As 
a"  further  subdivision  of  the  company's  receipts  and 
expenses,  a  special  statement  ought  to  be  prepared  whioli 
will  give  just  as  full  information  of  local  exchange  and  toll 
revenues,  receipts,  and  expenses,  as  the  company's  hooks 
and  classilicatioii  will  permit. 
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.\  forther  appiicatioD  has  been  made  by.Hr.  Butler  under 
tile  following  circmiistances.  Montreal  has  applied  for  an 
inspection  by  their  acoouiLtante.  Montreal  iias  been 
accorded  the  ri^it  to  make  this  iiiKpeetion,  although  per- 
haps mueh  of  it  will  become  unnecessary  in  view  of  the 
quantity  of  information  which  the  company  has  now  been 
compelled  to  supply  the  mmiicipalities.  It  is,  of  course, 
obvious  that  there  has  to  be  some  limit  to  the  niuuber  of 
accountants  working  on  the  company's  books  at  the  same 
time  for  the  same  object. 

Toronto  had  a  similar  application,  but  has  recognized 
this  fact,  and,  as  stated  by  its  counsel,  will  in  all  proba- 
bility accept  tile  work  of  Montreal's  auditors,  Meesrs. 
Price,  AVaterhouse  and  Company. 

Mr.  ButlcT  points  out  that  the  work  of  Montreal's  audi- 
tors will  be -of  benefit  not  only  to  Montreal  but  also  to 
Toronto  and  other  cities,' and  geiwrally  for  the  public  of 
Canada.  It  is  quite  true  that  Montreal's  work,  in  ease  it 
is  found  that  any  exceptioai  can  be  taken  to  the  company's 
books  as  such,  would  be  of  advantage  to  other  munici- 
palities in  whose  t^n-itory  The  Bell  Telephone  Company 
maintains  a  service. 

Mr.  Butler  claims  that  in  view  of  the  fact  that  the  audit- 
ing would  thus  be  of  general  public  benefit,  the  Commis- 
sion shotdd  pay  the  cost  and  expense  of  the  audit  by  the 
(ity's  auditors,  Messrs.  Price,  Waterhouse  and  Company. 
The  Board  has  no  fund  for  such, a  purpose,  and  the  matter 
is  one  in  which  the  Canadian  taxpayer,  as  such,  is  not  in 
any  event  interested. 

The  Bell  Telephone  Company  has  no  operations  in  many 
of  the  Canadian  Provinces.  Its  operations  in  fact  are  prac- 
tically couiiiied  to  Ontario  and  Quebec  and  do  not  cover 
tJie  whole  territory  of  the.se  Provinces.  If  Montreal  desires 
to  proceed  with  the  inspection  of  the  company's  records 
by  its  auditors  after  it  receives  the  particulars  ordered,  it 
lias  the  right  to  do  so.  Any  contribution  to  Montreal's 
expenses  would  seem  to  be  a  matter  to  be  wnsidered  by 
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the  mmiieipalities  that  are  interested  rather  than  by  the 
country  at  large. 

Ottawa,  December  5,  1918. 

Commissioners  McLean,  Goodeve  and  Boyee  concurred. 

Order. 

Upon  hearing  the  application  at  the  sittings  of  the  Board 
held  in  Ottawa,  Friday,  November  22, 1918,  in  the  presence 
of  counsel  and  representatives  for  the  citj'  of  Montreal,  the 
telephone  company,  the  cities  of  Toronto,  Hamilton,  Ottawa, 
Quebec,  Brockville,  Brantford,  Guelph,  Kitchener  and 
Westmount,  the  towns  of  Sarnia,  Sault  Ste.  Marie,  Three 
Rivers,  Sherbrooke,  St.  Hyacinthe,  Outremont,  and  Verdun, 
the  Brantford  Trade  and  Labour  Council,  and  the  Union 
of  Canadian  Municipalities,  the  evidence  offered  at  the 
hearing,  and  what  was  alleged. 

It  is  ordeird,  That  the  telephone  company  be,  and  it  is 
hereby,  required  to  furnish  and  file  with  the  Board  and 
deliver  to  the  city  of, Montreal  and  other  municipalities 
opposing  the  telephone  company's  application  further 
detailed  particulars  as  follows,  namely: 

1.  An  analysis  of  plant  values  as  shown  by  the  telephone 
company's  books  for  the  period  from  and  including  1913 
down  to  the  thirtieth  of  September  of  the  current  year  — 
said  analysis  to  !*how  (a)  real  estate,  subdivided  into  laiid 
and  building.s,  (b)  equipment,  (c)  exchange  lines,  and  (d) 
toll  lines;  tlie  whole  as  subdivided  and  classified  in  the 
telephone  company's  books;  the  sunmiary  in  addition  to 
show  the  whole  plant  in  service  as  well  as  that  part  of  the 
plant  in  process  of  construction. 

2.  An  analysis  of  the  telephone  company's  gross  revenue 
for  the  said  period  from  and  including  191'i  doi\ni  to  tht: 
thirtieth  of  September,  1918;  said  analysis  to  be  so  sub- 
divided as  to  show  the  amount  of  the  telephone  company's 
exchange  revenues,  toll  revenues,  and  non-operating  rev- 
enues; the  telephone  company  to  give  not  only  the  amount 
of  interest  or  miscellaneous  income  received,  but  also  to 
show   the    character    of   the    investment,  how   and   when 
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acquired,  and  to  what  account  tlie  capital  invested  was 
charged. 

3.  An  analysis  of  the  telephone  company's  expenses  for 
the  period  from  and  including  1913  to  the  thirtieth  of  Sep- 
tember, 1918,  to  be  divided  into  items  covpring  general 
operation,  commercial  traffic,  rights  and  privileges,  insur- 
ance, maintenance  and  repair,  station  removals  and  changes, 
depreciation  of  plant,  and  extraordinary  repair  charges, 
the  whole  to  be  given  with  as  great  detail  as  the  classitica- 
tion  and  books  of  the  telephone  company  pennit.  Items  for 
taxes  also  to  be  given,  and  an  analysis  of  the  tax  charges 
made. 

4.  A  detailed  analysis  which  will  show,  annually,  the 
amount  of  depreciation  charged,  the  average  plant  in  serv- 
ice, and  the  resulting  percentage  of  depreciation  annually 
chargedj  calculated  on  the  average  plant  in  service. 

5.  A  subdivision  of  depreciation  which  will  show  the 
Lasis  on  M'hich  the  depreciation  is  charged,  subdividing  it 
between  buildings,  central  offices,  equipment,  exchange  lines, 
and  pole  lines,  the  whole  to  be  given  in  as  full  detail  and 
subdivision  as  the  telephone  company's  books  and  classi- 
fication permit 

6.  Particulars  of  the  number  of  stations  connected  and 
disconnected,  the  net  gain  in  stations,  and  the  telephone 
company's  total  stations  annually  for  the  said  period  from 
and  including  1913  to  September  30,  1918. 

7.  A  statement  giving-  the  total  nmiiber  of  long  distance 
messages  for  the  said  period. 

8.  Particulars  of  the  interest  expenses  showing  the 
interest  on  the  funded  debt,  its  rate  of  interest  on  current 

'  notes,  bank  interest  on  overdraft  or  arising  from  other 
indebtedness,  the  whole  for  the  same  period,  together  -kHYi 
a  stateioent  showing  dividends  paid. 

9.  A  statement  showing  the  telephone  company's  sur- 
pluses for  the  same  period,  commencing  with  the  balance 
on  hand  January  1,  1913,  and  carrying  the  amount  down 
to  dqte. 

10.  Particulars  giving  details  of  any  reserve  funds  of  the 
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tflephotu'  coiiipaiiy  for  tlie  period  from  and  inHudnig  tho 
year  1913  to  Hepteiuber  30, 1918.   . 

11.  Particidars  giving  details  of  the  telephone  company's 
sHupeiise  account,  contingent  and  reserve  account, 
eniployceij'  l)eiu'tit  lund,  and  all  otliei  HiJCfiai  accounts  dur- 
ing the  years  mentioned. 

12.  A  Ktatement  giving  as  fuU  information  of  local 
exchange  and  toll  revenues,  receipts,  and  expenses  as  the 
telephone  conipanyV  hooks  and  ciassiflcation  will  permit. 

Deoeniher  C,  1918. 
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195  Bro«dw.y.  New  YoA,  N.  Y. 


COMMISSION  LEAFLET  No.  87 


Recent  Commission  Orders,  Rulings  and  Decisions 
from  the  following  States: 


Alabama 

Nebraska 

Gilifomia 

New  Jersey 

Florida 

New  York 

Georgia 

.     North  Carolina 

Idaho 

Ohio 

Illinois 

Oklahoma 

Indiana 

Oregon 

Kansas 

Pennsylvania 

Louisiana 

South  Dakota 

Massachusetts 

Virginia 

Michigan 

Washington 

Minnesota 

West  Virginia 

Missouri 

Wisconsin 

MARCH  1.  1919 
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ALABAMA. 
Public  Sarrice  OommisBion. 

In  re  Charges  Made  by  Southebn  Bell  Tei*bphonb  ajtd 

TsLEaBAFH    COUPANY    FOB    InSTALLINQ    AKB    CHAHGINa 

Locations  of  Telephones. 

Dated  September  16,  1918. 

Approral  of  IiutalUtloii  Ohuge  ind.  MoTlng  ObaxgM  PraiallMd  br 
Foatmutoi  Omwkl,  Dsnled. 

ExnjNo."   ■ 

I  have  your  favor  of  September  6  quoting  Order  No.  1931 
of  A.  S.  Burleson,  Postmaster  Gleneral,  relative  to  certain 
charges  that  are  to  be  made  for  installing  new  'phones  and 
for  changing  location  of  telephones  and  your  request  that 
this  Commission  approve  such  charges. 

These  charges,  if  established,  result  in  an  additional 
(^rge  to  the  subscriber,  which,  to  all  intents  and  purposes, 
is  an  advance  in  rates.  If  the  authority  for  making  tele- 
phone rates  within  the  State  of  Alabama  is  now  lodged  with 
Mr.  Burleson,  then  an  approval  of  any  changes  which  you 
contemplate  making  is  not  at  all  necessary  by  this  Com- 
mission. 

Further,  it  has  never  been  the  policy  of  this  Comniission 
to  approve  rates  and  charges  until  after  a  thorough  iuvesti- 
gatioD,  and  I  am  frank  to  say  to  you,  without  an  investiga- 
tion, the  charges  herein  proposed  appear  to  this  Commis-- 
sion,  Tprima  facie,  unjust  and  unreasonable,  therefore,  this 
Commission  dedines  to  approve  them. 

September  16, 1918. 


'Letter  of  Sam  P.  Kennedy,  president  of  Alabama  Public  Service 
Commission,  to  W.  T.  Gentry,  president  of  Southern  Bell  Telephone  and 
Td^rapb  Company,  Sept.  16,  1918. 
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Q.  Your  idea  Iheu  of  what  ought  to  be  done  is  that  while  the  fullest 
particulars  should  be  furnished  so  that  e^'erybody  gets  to  know  just 
exa<'tty  what  the  business  is  and  what  the  returns  are,  those  particularb 
should  be  held  over  for  examination  and  whatever  is  the  proper  relief 
for  the  immediate  emergency  should  be  granted  without  an  immediate 
investigation T  .4.  Yes,  if  the  Commission  satisfy  theruaelves  that  the 
company  should  be  relieved  immediat«ly  to  such  an  extent  as  is  ^own 
to  be  necessary,  that  could  be  done  without  an  expensive  appraisal,  but 
aft-cr  that  temporary  relief  is  given,  realizing  that  these  eonditiouij  are 
abnormal  and  may  last  for  )>robBbly  eight  or  ten  years,  (he  Conuuission 
request  the  company  to  immediately  prepare  data  to  show  the  Commis- 
sion that  it  is  entitled  to  some  measure  of  relief  on  a  more  or  less  per- 
manent baeis  at  the  end  of  the  effective  period  of  one  year  or  eight«eD 
montlis. 

The  Chief  Comminbinuer.  Mr.  Hagcnah,  on  tlie  temporary  issue  wliat 
do  you  think  you  should  have  bpfore  you  before  you  c»n  determine  that  f 
A.  I  would  think  that  in  addition  to  the  coinprehensivp  nchedule  of  infor- 
mation which  you  have  asked  for  from  the  company  as  a  whoU  that  the 
Commission  should  take  into  consideration  the  gross  and  the  net  earnings 
from  each  of  the  exchange  districts,  I  imagine  The  Bell  Telephone  Com- 
pany of  Canada  is  keeping  accounts  as  to  the  revenue  collected  in  each 
of  the  large  exchange  districts,  and  its  ex])enses,  and  while  if  probably 
does  not  prorate  some  of  the  general  expenses,  we  might  be  able  by  some 
process  of  prorating  to  get  at  something  roHsonably  act-urnle  as  a  Iws's 
for  nn  emergency  rate." ' 

The  following  statement  of  his  position,  made  at  the 
lieariiig,  was  adopted  by  him : 

"The  Chief  Commisnioiier.  He  has  already  answered  it.  He  says  it 
is  not  necessarj'  at  the  jiresent  tinic  and  ought  not  to  be  done.  He  says 
at  this  parti&ular  juncture  if  we  find,  as  they  found  in  the  states,  an 
emergency  to  exist;  that  the  relief  for  the  emergency  ought  not  to  be 
delayed  by  dilatory  proceedings;  but,  on  the  other  hand,  whatever  relief 
is  given  should  be  held  down  to  a  period,  that  the  Board  should  see  that 
it  does  not'exfend  for  any  longer  than  there  is  necessity  for  it,  and  that 
in  the  meantime  these  detail  matters  of  invpst'gation  should  be  gone  on 
with  so  that  at  the  end  of  the  period  of  emergfncy  Jiie  full  subject  can 
get  that  detailed  information  which  it  should  get.  That  is  what  the  wit- 
ness says.    He  says  those  things  ought  not  to  be  done  now.     la  that  right? 

Witneaa.  That  is  so.  When  the  Commissioner  asks  about  each  incor- 
porated village,  town,  and  city,  I  might  point  out  that  the  information 
could  be  given  only  by  the  exchange  areas  the  company  carries  on  its 
books.  It  may  have  ten  cities  in  one  exchange  area.  It  would  be  practi- 
cally no  work  for  the  company  to  give  us  that  information." 
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And  much  turns  on  this  application.  In  order  to  appre- 
ciate how  much  turns  upon  it,  it  is  necessary  merely  to  state 
that  the  proper  rate  basis,  in  the  opinion  of  the  Montreal 
expert,  is  that  a  local  rate  should  he  fixed  for  each  locality, 
and  that  for  the  purpose  of  iixing  the  rate  an  inventory 
should  be  had  of  the  company's  plant  and  equipment  in 
.«-uch  locality,  the  expenses  of  operation  arrived  at,  and  pro- 
vision made  for  a  profit  of  8  per  cent,  on  the  value 
appraised. 

There  has  been  an  immense  increase  in  the  cost  of 
materials  since  the  last  detailed  investigation  was  held  i)y 
the  Board,  which  covered  the  Montreal  territory-  and  took 
place  in  1911.  At  the  time  of  that  investigation  it  was 
i'ound  that  the  company  made  liut  8.28  jicr  cent,  on  its 
Montreal  investment  and  the  rates  were  theiefore 
sustained. 

In  all  probability,  were  an  appraisal  taken  today  it  would 
he  found  that  the  value  had  increased  at  least  40  per  cent, 
and  if  Montreal  be  taken  as  a  typical  point  (the  result 
would  be,  of  course,  not  absolutely  the  same  in  all  munici- 
palities) the  general  result  would  he  an  increase  of  40  ])er 
cent,  in  telephone  rates. 

It  may  be  that  today's  high  costs  will  l>e  maintained  for 
some  considerable  time;  that  labour  charges  and  that  class 
of  material  in  which  labour  represents  a  large  iwrcentage 
of  the  cost  will  not  materially  decrease.  On  the  other  hand 
it  is  more  than  possible  that  the  cost  of  installation  and  the 
values  of  plants  will  materially  decrease. 

In  my  opinion,  should  it  be  found  necessary  to  increa.xp 
the  company's  rates,  they  should  be  increased  subject  to 
the  Board's  further  order  and  to  the  further  provision,  in 
the  meantime,  that  such  data  he  collected  and  valuations 
made  as  will  enable  a  proper  telephone  rale  to  be  deter- 
mined when  conditions  are  ascertained  to  be  constant. 

I  would,  therefore,  give  effect  to  tlie  spirit  of  the  munici- 
]mlity'8  application  and  provide  merely  for  tem[>orary 
increases  if  necesBary.  In  my  view,  however,  their  dura- 
tion ought  also  not  to  be  fixed.    They  should  remain  in  effect 
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until  operating  costs  and  plant  values  become  normal,  when 
the  permanent  rates  ought  to  be  considered. 

I  would  treat  the  application  as  current,  so  that  the  onus 
of  showing  what  the  proper  rate  was  would  rest  upon  the 
company,  and  in  order  to  bring  about  this  result  would 
grant  temporary  increases  if  found  necessary,  as  already 
stated,  until  fai'ther  order. 

Although  the  matter,  as  dealt  with  on  this  temporary 
basis,^  does  not  require  the  exhaustive  statements  whieli 
otherwise  miglit  be  necessary,  I  am  nevertheless  of  the  view 
that  the  municipalities  are  entitled  to  the  fullest  amount  of 
information  that  the  company's  books,  as  kept,  will  enable 
them  to  give  without  recourse  to  special  valuations  and 
exhaustive  cost  studies,  involving  as  it  might  the  detail  of  . 
the  whole  of  the  company's  system. 

Apart  from  the  evidence  of  Mr.  Hagenah,  which  shows 
that  further  details  are  necessary,  there  is  no  reason  why 
the  fullest  information  should  not  be  given  by  the  company, 
and  no  reason  why  the  public  should  not  be  taken  into  its 
fullest  confidence.  I  would,  therefore,  order  the  delivery 
of  further  detailed  particulars  as  follows : 

1.  An  analysis  of  plant  values  as  shown  by  the  company's 
books  for  the  period  from  and  including  1913  down  to  the 
thirtieth  of  September  of  the  current  year — this  analysis 
to  show:  (a)  real  estate,  subdivided  into  land  and  build- 
ings, {b)  equipment,  (c)  exchange  lines,  (d)  and  toll  lines; 
the  whole  as  suMivided  and  classified  in  the  company's 
Looks;  the  summary  in  addition  to  show  the  whole  plant 
in  service  as  well  as  that  part  of  the  plant  in  process  of 
construction. 

2.  An  analysis  of  the  company's  gross  revenue  for  the 
tame  period.  This  analysis  should  be  so  subdivided  as  to 
show  the  amount  of  the  company's  exchange  revenues,  toll 
revenues,  and  non-operating  revenues,  giving  in  full  the 
details  as  disclosed  by  the  company's  books  and  classifica- 
tion. Insofar  as  non-operating  revenues  are  eoneemed, 
these,  possibly,  have  nothing  whatever  to  do  witii  the  issue. 
On  the  other  hand  they  may,  and  su^.  other  details  should 
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be  given  of  these  non-operating  revenues  as  will  enable 
ttat  issue  t6  be  easily  determined.    In  order  to  do  this  it 
will  be  necessary  for  the  company  to  give  not  only  tlie 
amount  of  interest  or  miscellaneous  income  received,  but 

'  also  to  show  the  character  of  the  investment,  how  and  when 
ncquired,  and  to  what  aecoiuit  the  capital  invested  was 
charged. 

3.  An  analysis  of  the  company's  expenses,  covering  the 
i^ame  periods,  to  be  divided  into  items  covering  general 
operation,  commercial  traffic,  rights  and  privileges,  insur- 
ance, maintenance  and  repair,  station  removals  and 
<-hanges,  depreciation  of  plant,  and  extraordinary  repair 
charges,  the  whole  to  be  given  with  as  great  detail  as  the 

•  classification  and  books  of  the  company  permit.  Items  for 
taxes  should  also  be  given,  and  an  analysis  of  the  tax 
charges  made,  with  a  view  of  showing  whether  the  taxation 
is  extraordinary  as  a  result  of  the  war  or  a  permanent 
charge  against  the  company's  operations. 

4.  In  view  of  Mr.  Hagenah's  criticism  of  the  amount 
charged  by  the  company  to  depreciation,  a  detailed  analysis 
ought  to  be  made  of  these  items  which  will  sliow,  annually, 
the  amount  of  depreciation  charged,  the  average  plant 
in  service,  and  the  resultant  percentage  of  depreciation 
annually  charged,  calculated  on  the  average  plant  in 
service. 

5.  A  subdivision  of  depreciation  should  also  be  made 
which  will  show  the  basis  on  which  depreciation  is  charged, 
subdividing  it  between  buildings,  central  offices,  equipment, 
exchange  lines,  and  pole  lines,  the  whole  to  be  given  in  as 
full  detail  and  subdivision  as  the  company's  books  and 
classification  permit. 

6.  Particulars  should  be  given  of  the  number  of  stations 
connected  and  disconnected,  the  net  gain  in  stations,  and 
the  company's  total  stations  annually  for  the  whole  period 
under  review. 

7.  A  statement  giving  the  total  number  of  long  distance 
messages  for  the  same  period. 

8.  Particulars    should    also    be    given    of   the    interest 
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until  operating  costs  and  plant  values  become  normal,  when 
ihe  permanent  rates  ought  to  be  considered. 

I  would  treat  the  application  as  current,  so  that  the  onus 
of  showing  what  the  proper  rate  was  would  rest  upon  the 
company,  and  in  order  to  bring  about  this  result  would 
grant  temporary  increases  if  found  necessary,  as  already 
stated,  until  fm-ther  order. 

Although  the  matter,  as  dealt  with  on  this  temporarj' 
basis,^  does  not  require  the  exhaustive  statements  which 
otherwise  might  be  necessary,  I  am  nevertheless  of  the  view 
that  the  municipalities  are  entitled  to  the  fullest  amount  of 
information  that  the  company's  books,  as  kept,  will  enable 
them  to  give  without  recourse  to  special  valuations  and 
exhaustive  cost  studies,  involving  as  it  might  the  detail  of  . 
the  whole  of  the  company's  system. 

Apart  from  the  evidence  of  Mr.  Hagenah,  which  shows 
that  further  details  are  necessary,  there  is  no  reason  why 
the  fullest  information  should  not  be  given  by  the  company, 
and  no  reason  why  the  public  shoiilci  not  be  taken  into  its 
fullest  confidence.  I  would,  therefore,  order  the  delivery 
of  further  detailed  particulars  as  follows: 

1.  An  analysis  of  plant  values  as  shown  by  the  company's 
books  for  the  period  from  and  including  1913  down  to  the 
thirtieth  of  September  of  the  current  year — this  analysis 
to  show:  (a)  real  estate,  subdivided  into  land  and  build- 
ings, (b)  equipment,  (c)  exchange  lines,  (d)  and  toll  lines; 
the  whole  as  suMivided  and  classified  in  the  company's 
books;  the  summai-y  in  addition  to  show  the  whole  plant 
in  service  as  well  as  that  part  of  the  plant  in  process  of 
construction. 

2.  An  analysis  of  the  company's  gross  revenue  for  the 
same  period.  This  analysis  should  be  so  subdivided  as  to 
show  the  amount  of  the  company's  exchange  revenues,  toll 
j'evenues,  and  non-operating  revenues,  giving  in  full  the 
details  as  disclosed  by  the  company's  books  and  classifica- 
tion. Insofar  as  non-operating  revenues  are  concerned, 
these,  possibly,  have  nothing  whatever  to  do  with  the  issue. 
On  the  other  hand  they  may,  and  such,  other  details  should 
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be  given  of  these  non-operating  revenues  as  will  enable 
tlaat  issue  tb  be  easily  determined.  In  order  to  do  this  it 
will  be  necessary  for  the  company  to  give  not  only  tlie 
amount  of  interest  or  miscellaneous  income  received,  but 
-  also  to  show  the  character  of  the  investment,  how  and  when 
acquired,  and  to  what  account  the  capital  invested  was  , 
charged. 

3.  An  analysis  of  the  company's  expenses,  covering  the 
same  periods,  to  be  divided  into  items  covering  general 
operation,  commercial  traffic,  rights  and  privileges,  insur- 
ance, maintenance  and  repair,  station  removals  and 
changes,  depreciation  of  plant,  and  extraordinary  repair 
charges,  the  whole  to  be  given  with  as  great  detail  as  the 

.  classification  and  books  of  the  company  permit.  Items  for 
taxes  should  also  be  given,  and  an  analysis  of  the  tax 
(.barges  made,  with  a  view  of  showing  whether  the  taxation 
is  extraordinary  as  a  result  of  the  war  or  a  permanent 
charge  against  the  company's  operations. 

4.  In  view  of  Mr.  Hagenah's  criticism  of  the  amount 
charged  by  the  company  to  depreciation,  a  detailed  analysis 
ought  to  be  made  of  these  items  which  will  show,  annually, 
the  amount  of  depreciation  charged,  the  average  plant 
in  service,  and  the  resultant  percentage  of  depreciation 
annually  charged,  calculated  on  the  average  plant  in 
service. 

5.  A  subdivision  of  depreciation  should  also  be  made 
which  will  show  the  basis  on  which  depreciation  is  charged, 
subdividing  it  between  buildings,  central  offices,  equipment, 
exchange  lines,  and  pole  lines,  the  whole  to  be  given  in  as 
full  detail  and  subdiWsion  as  the  company's  books  and 
classification  permit. 

6.  Particulars  should  be  given  of  the  number  of  stations 
connected  and  disconnected,  the  net  gain  in  stations,  and 
the  company 's  total  stations  annually  for  the  whole  period 
under  review. 

7.  A  statenrent  giving  the  total  number  of  long  distance 
messages  for  the  seune  period. 

8.  Particidars    should    also    be    given    of   the    interest 
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In  re  Rates,  Bui^s  and  Bequlatioss  Peescribed  by  the 

Postmaster  General. 

Dated  January  15,  1919.* 

Bates,  Rules  imd  BeguUtloiu  PraKribad  ij  FoBtmaster  Oanenl  and 

Filed  -wKh  OommiMioii,   DiupprOTed  —  Company  Attcmpttnc  to 

Pol  ia  Effect  Kates  Prescribed  bjr  Postmaster  Oenersl  and 

Hot  Appmred  by  flie  Commission  Will  Act  in 

Violation  of  State  Iaw. 

BUUNO. 

This  is  to  advise  yon  that  all  rates,  roles  or  regulations 
which  have  been  prescribed  by  the  Postmaster  General 
under  his  several  orders,  and  which  have  affected  the  rate 
of  charges,  rules  or  regulations  for  the  government  of  the 
conduct  of  telephone  business  in  the  State  of  Florida  which 
have  been  filed  with  this  Commission  by  any  company  have 
been  disapproved  in  writing  at  the  time. 

This  is  to  further  advise  you  that  any  company  attempt- 
ing to  put  into  effect  any  rates,  rules  or  regulations  for 
the  conduct  of  telephone  business  within  the  State  of 
Florida  prescribed  by  the  Postmaster  General  for  the  gov- 
ernment of  such  business  and  not  approved  by  this  Com- 
mission will  be  in  violation  of  the  law  of  this  State. 

The  Railroad  Commissioners  are  charged  with  the  regn- 
lation  and  enforcement  of  such  matters.  To  avoid  any 
penalty  or  other  proceedings  you  will  govern  yourselves 
accordingly. 

January  15, 1919. 


'  On  Jannaiy  23,  1919,  the  Circtiit  Coort  of  Hillsborangfa  County,  in 
Chancery,  granted  a  temporary  injnnction  restraining  the  Snperriaor  of 
the  United  States  Telegraph  and  Telephone  Administration  for  inde- 
pendent lines  in  the  Florida  district  from  patting  in  effect  or  continning 
in  effect  the  intrastate  toll  rates  prescribed  by  the  Postmaster  General  in 
Order  No.  2496.  On  Febrn&ry  5,  1919,  the  United  States  District  Court 
refused  an  injnnction  restraining  Postmaster  General  Burleson  and  the 
Southern  Bell  Telephone  and  Tel^raph  Company  from  putting  into 
effect  the  toll  rate  prescribed  in  said  Order  No.  2495. 
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Bailroad  Oommission. 

In  re  Application  of  Sotjthbbn  Bell  Telephone  and  Tele- 
6EAPH  Company  Relative  to  Installation  and  Moving 
Charges  Pbbsceibed  by  Postmasteb  General. 

File  No.  14195. 

Dended  September  12,  1918. 

Appronl  of  InsUUitdon  Obuge  PrescrilMd  liy   PocttiuurteT  Ooienl 
Dtnied  —  Hovliig  Oharga  Antborized. 

BULING. 

Referring  to  your  letter  of  September  6,  relative  to 
instaUation  and  moving  ehargeB  prescribed  by  Postmaster 
General  BurleBon,*. 

The  Commission  gave  consideration  to  this  matter  at  its 
meeting  today,  and  is  constrained  to  decline  to  give  its 
approval  to  the  installation  charges  as  outlined  by  Post- 
master [General]  Burleson,  but  does  approve  of  the  moving 
charge  to  the  subscriber,  same  to  be  the  actual  cost  of  labor 
and  material  necessary  for  making  the  change. f 

September  12,  1918.t 


•  Order  No.  1931  of  Postmoater  General. 

t  Letter  bj  the  secretary  of  the  Railroad  Commission  of  Qeoi^ria  to 
Mr.  W.  T.  Gentry,  president,  Sonthem  Bell  Telephone  and  Tel^raph 
Company,  Atlanta,  Georgia,  September  12,  1918. 

X  Similar  rulings  were  made  npon  the  applications  of  Torions  telephone 
companies  as  follows; 
Gainesboro  Telephone  Co Sept.  13,  1918.     File  14195 


Crawf ordville  Telephone  Co Sept.  14,  1918. 

Dongless  Telephone  Co Sept.  16,  1918. 

Hahira  Telephone  Co Sept.  16,  1918. 

Qlenwood  Telephone  Co Sept.  16,  1918. 

Roberta  Telephone  System Sept.  16,  1918. 

Union  Telephone  and  Electric  Co Sept.  16,  1918. 

879 


File  14195 
File  14195 
File  14195 
File  14195 
File  14195 
File  14195 
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In  re  Application  of  Southern  Bell  Telephone  and  Tele- 
graph Company  and  Atlanta  Telephone  and  Tele- 
graph Company  for  Approval  of  the  Sale  of  Pbopeett. 

File  No.  14324. 

Decided  January  16,  1919. 
Sals  of  Property  hy  One  Oompaay  to  AnoUier  AnthoriMd. 

Order. 

Upon  consideration  of  the  record  in  the  foregoing  appli- 
cation, and  after  hearing  the  evidence  thereon,  and  it 
appearing  that  the  municipalities  of  Atlanta,  East  Point, 
Decatur  and  Kirkwood  had  by  ordinance  assented  to  the 
sale,  and  there  being  no  protests  or  objections  to  the  same 
filed  by  any  citizen  or  patron  of  the  two  companies,  and 
that  notice  of  the  hearing  of  application  on  this  date  had 
been  advertised  in  the  daily  newspajwrs  of  Atlanta  by  order 
of  the  Conunission, 

It  is  ordered,  That  in  so  far  as  it  may  be  authorized  so  to 
do  by  law,  the  Railroad  Commission  of  Georgia  assents  to 
the  sale  of  the  physical  properties  of  the  Atlanta  Telephone 
and  Telegraph  Company  to  the  Southern  Bell  Telephone 
and  Telegraph  Company ; 

/*  is  ordered  further,  That  until  the  physical  properties 
of  the  said  Atlanta  Telephone  and  Telegraph  Company  so 
purchased  are  incorporated  with  and  into  the  properties  of 
the  Southern  Bell  Telephone  and  Telegraph  Company,  the 

Atlanta  Telephone  and  Telegraph  Co Sept.  17,  1918.  File  14195 

Consolidated  Telephone  and  Tel^raph  Co. . .  Sept.  17,  1918.  FUe  14195 

Danville  Telephone  Co Sept  17,  1918.  File  14195 

Farraera  Telephone  Co Oct.     17,1918.  File  14195 

Houston  Telephone  Co Sept.  17,  1918.  File  14195 

Screven  Telephone  Co Sept.  17,  1918.  FUe  14195 

JaspCT  Telephone  Co Sept.  18,  1918.  File  14195 

Bowman  Telephone  Co Sept.  19,  1918.  File  14195 

Donaldsonville  Telephone  Co Sept.  23,  1918.  FUe  14195 

Pembroke  Water,  Light  and  Telephone  Works  Oct.      8,  1918.  File  14195 

Monroe  Telephone  Co Oct.       9,  1918.  File  14195 
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existing  rates  and  charges  of  the  Atlanta  Telephone  and 
Telegraph  Company  shall  continue  in  effect; 

U  is  ordered  further,  That  the  Southern  Bell  Telephone 
and  Telegraph  Company  shall  not  make  any  charges  against 
present  subscribers  of  the  Atlanta  Telephone  and  Telegraph 
Company  for  connecting  their  stations  or  lines  with  the 
system  of  the  said  Southern  Bell  Telephone  and  Telegraph 
Company ; 

It  is  ordered  further,  That  after  the  properties  of  the 
Atlanta  Telephone  and  Telegraph  Company  shall  have 
been  incorporated  into  and  with  the  properties  and  system 
of  the  Sonthern  Bell  Telephone  and  Telegraph  Company, 
and  operated  as  a  part  of  such,  the  Southern  Bell  Telephone 
and  Telegraph  Company  shall  then  have  the  right  and 
power,  and  it  shall  be  its  duty,  to  make  the  same  charges 
against  the  former  subscribers  or  stations  of  the  Atlanta 
Telephone  and  Telegraph  Company  as  it  makes,  and  is 
authorized  to  make,  for  services  rendered  subscribers  to  its 
services. 
-    January  16,  1919. 


In  re  Telephone  Rates  in  Georgia. 
File  No.  14338. 

Dated  January  30,  1919. 

Tdephone  Company  Ordered  to  Show  fixam  Why  IntrmsUte  Toll  Batea 

in  Effect  Prior  to  the  Effective  Date  of  Order  No.  2496  of  the 

Postmaster  General  Should  not  be  Restored. 

Obdeb. 
Upon  consideration  of  its  record  in  this  matter, 
It  is  ordered.  That  the  Southern  Bell  Telephone  and  Tele- 
graph Company ;  W.  T.  Gentry,  president  of  said  company, 
and  J.  Epps  Brown,  vice-president  in  charge  of  operations 
of  the  system  of  said  company,  under  federal  control,  and 
said  W.  T.  Gentry  and  the  said  J.  Epps  Brown  individually, 
show  cause  if  any  they  have,  before  this  Commission  at  its 
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meeting  to  be  held  at  10:00  o'clodi  a,  m.  on  Wednesday, 
February  12,  1919,  in  its  offices,  State  Capitol,  Atlanta, 
G^rgia,  why  the  intrastate  long  distance  telephone  rates 
of  said  company  which  were  in  force  January  20,  1919, 
which  said  intrastate  long  distance  telephone  rates  were 
those  filed,  approved  and  made  its  rates  by  the  Railroad 
Conunission  of  (Georgia,  should  not  be  restored  and  charged 
by  said  company,  by  said  officials  in  charge  of  the  opera- 
tions of  the  system  of  said  company  under  federal  control, 
and  why  said  officials  and  as  individuals  should  not  restore 
said  charges. 
January  30, 1919. 
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IDAHO. 

Fnbllo  Utilities  Commission. 

In  re  Appucation'  of  the  Potlatch  Telephone  Company 

FOR  AUTHOKITY  TO   InCEEASB  EaTBS. 

Case  No.  F-241  —Order  No.  547. 

Decided  January  11,  1919. 

iBciMM  In  Swttcbing  Bstw  Authorised  —  Eatablishment  of  Installation 
Oliargo  Anthoiiied. 

Opinion  and  Obder. 

This  is  an  application  by  Potlatch  Telephone  Company 
for  permission  and  authority  of  this  Commission  to  increase 
its  present  charge  of  25  cents  per  month  per  'phone  for 
switching  service  for  farmers'  lines  to  50  cents  per  month 
per  'phone. 

The  application  shows  that  applicant  is  a  co-partnership, 
the  partners  being  Otto  Schupfer  and  Herman  Schnpfer, 
with  its  principal  place  of  business  at  Juliaetta,  Idaho, 
owning  and  operating  a  telephone  exchange  at  Kendrick 
and  famishing  telephone  service  to  the  public  in  the  towns 
of  Kendrick  and  Juliaetta  and  in  intervening  and  surround- 
ing territory,  all  in  Latah  County,  Idaho,  and  that  it  owns 
and  operates  about  one  hundred  fifteen  miles  of  iron  cir- 
cuits; also  that  it  performs  switching  service  for  various 
telephone  lines  owned  and  maintained  by  farmers  in  said 
territory. 

Applicant  alleges  that  its  plant  and  system  are  worth  the 
sum  of  $5000;  that  its  operations  did  not  yield  a  profit  dur- 
ing the  year  1917,  and  while  its  revenue  had  not  increased 
during  the  year  1918,  its  operating  expenses  had  increased 
for  ■  that  period  at  least  15  per  cent,  over  the  previous 
year;  that  its  present  charge  of  25  cents  per  month  per 
'phone  for  switching  service  for  farmers'  lines  is  low  and 
discriminatory  in  comparison  with  its  charges  for  other 
service  rendered  by  it. 
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Due  notice  of  said  application  was  given  to  the  villages 
of  Kendrick  and  Juliaetta,  and  a  public  hearing  on  the 
application  was  held  on  December  3,  1918,  before  Commis- 
sioners Erb  and  Preehafer.  No  formal  protest  against  the 
granting  of  the  application  was  filed,  but  some  eight  or  ten 
stockholders  and  representatives  of  the  various  rural  lines 
connected  with  applicant's  system  appeared  at  the  hearing 
and  cross-examined  applicant's  witnesses  and  offered  testi- 
mony, -and  made  statements  in  opposition  to  the  granting 
of  the  application. 

The  following  table  shows  the  present  and  proposed 
rates  of  applicant : 

Present  Proposed 

Rates  Rates 

One-party  line  .... , ., $2  50  $2  50 

Two-  and  three-party  lines 225  226 

Three-  to  sis-party  lines 150  150 

Telephones  in  residences  one-party  line 1  50  1  50 

Two-  to  six-party  lines 100  100 

Six-  to  ten-party  lines ■ 75  75 

Farmers  on  lines  and  equipment  owned  by  com- 
pany                 100  100 

Switching  charges  for  farmers  on  lines  owned 

by  farmers  using  them 25  50 

At  the  hearing  applicant  asked  permission  and  authority 
of  the  Conmiission  to  make  a  charge  of  $2.00  per  'phone  for 
all  'phones  hereafter  installed  by  it  on  its  system. 

Exhibits  introduced  by  applicant  and  not  disputed  show 
that  its  operating  expense  for  the  year  1917,  including  taxes 
and  license  fees  paid,  but  not  including  any  allowance  for 
depreciation,  amounted  to  $3,649.97,  and  that  its  revenue  for 
the  same  period  was  $4,160.  A  fair  deduction  for  deprecia- 
tion based  on  any  reasonable  value  for  applicant's  plant 
and  system  would  leave  a  very  small  margin  of  profit  for 
return  on  the  investment.  Since  the  Commission  has  made 
no  attempt  at  fixing  the  value  of  applicant's  property  used 
and  useful  in  serving  its  patrons,  no  increase  in  rates  will 
be  allowed  for  the  purpose  of  producing  revenue  sufficient 
to  provide  a  fair  return  on  the  investment,  but  only  such 
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inerease  ■will  be  authorized  as  will  meet  the  increased  oper- 
ating expenses  occasioned  by  war  conditions. 

The  Commission  finds  from  the  testimony  that  applicant's 
operating  expenses  for  the  year  1918  are  approximately 
15  per  cent,  higher  than  for  the  year  1917. 
'    The  number  of  'phones  served  by  applicant  and  the  rates 
charged  therefor  are  classified  as  follows : 

Number  of  Telephones                                                          Rates  Per  Month 
14  92  60 


.  Farmers  switched  at  . 


The  testimony  shows  that  the  expenses  fairly  attributable 
to  the  service  of  switching  the  farmers'  lines  is  greater  than 
the  total  revenue  derived  therefrom,  and  that  such  service 
contributes  no  revenue  available  for  depreciation,  taxes  or 
return  on  investment. 

The  Commission  finds  that  the  present  charge  of  25  cents 
per  'phone  per  month  for  switching  farmers'  lines  is  low 
and  discriminatorj"  in  comparison  with  the  rates  charged 
by  applicant  for  its  other  service,  and  that  said  charge 
should  be  increased. 

The  Commission  believes  tliat  the  proposed  installation 
charge  of  $2.50  per  'phone  is  reasonable  and  just.  There 
appears  to  the  Commission  no  good  reason  why  the  expense 
of  installing  a  'phone  which  may  perhaps  be  used  only  a 
short  period  of  time,  should  be  charged  as  a  system  expense, 
and  consequently  reflected  in  the  rates. which  must  be  paid 
by  permanent  patrons. 

An  increase  of  15  per  cent,  in  operating  expenses  based 
on  the  operating  expenses  of  $3,544  for  1917,  will  amount  to 
$531.60.  An  inerease  of  15  cents  per  'phone  per  month  for 
switching  farmers'  lines,  based  on  289  such  'phones  now 
served,  will  provide  additional  revenue  to  the  amount  of 
$520.20  per  annum.  The  Commission  has  no  definite 
information  as  to  the  increase  in  applicant's  annual  revenue 
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vhich  will  result  from  the  allowance  of  an  installation 
charge  of  $2.50  per   'phone,  and  it  estimates  that  sudi 
increase  will  be  $30.00  per  annum. 

The  Commission  finds  that  the  said  increase  as  calculated 
in  the  two  preceding  paragrapl^  will  produce  sufficient 
revenue  to  meet  applicant's  increased  cost  of  operation  due 
to  war  conditions,  and  that  same  should  be  permitted  and 
authorized  to  be  made  effective  on  and  after  February  1, 
1919. 

It  is,  therefore,  ordered,  That  applicant,  Potlatch  Tele- 
phone Company,  be,  and  it  hereby  is,  permitted  and  author- 
ized to  charge  and  collect  40  cents  per  'phone  per  month  for 
its  service  in  switching  'phone  calls  originating  on  farmers' 
lines  and  equipment  not  owned  by  it. 

/( is  further  ordered,  That  said  applicant  be,  and  it  hereby 
is,  authorized  and  permitted  to  charge  and  collect  the  sum 
of  $2.50  per  'phone  for  all  'phones  installed  by  it  on  its 
lines  on  and  after  February  1,  1919. 

It  is  further  ordered,  That  applicant  file  with  this  Com- 
mission within  ten  days  a  schedule  of  rates  in  conformity 
with  the  findings  and  order  herein. 

Done  in  open  session  at  Boise,  Idaho,  this  eleventh  day 
of  January,  1919. 


In  re  Application  of  the  Troy  Telephone  Company  fob 
Authority  to  Increase  Rates. 
Case  No.  F-242  — Order  No.  548. 

Decided  January  17,  1919. 

Increase  in  BiuiiieM  ind  Switching  Kates  Aotliorlsed  —  EstaUiahment 

of  Initallatton  Oliarge  Authorised. 

Opinion  and  Order. 

This  is  an  application  by  Troy  Telephone  Company  for 
permission  and  authority  of  this  Commission  to  increase 
certain  of  its  rates  and  charges  for  telephone  service. 

The  application  shows  that  applicant  is  a  co-partnership, 
the  partners  being  Edward  Solberg  and  Alfred  H.  Christie, 
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with  its  principal  place  of  business  at  Troy,  Idaho;  that 
it  owns  and  operates  a  telephone  exchange  and  furnishes 
telephone  service  in  said  town  of  Troy  and  performs 
switching  service  for  various  telephone  lines  owned  and 
maintained  by  fanners  in  the  surrounding  country ;  that  it 
owns  and  operates  about  fourteen  miles  of  iron  circnits. 

Applicant  alleges  that  its  plant  and  system  are  worth  the 
sum  of  $4,000 ;  that  it  has  operated  its  plant  and  system  at  a 
TniTiiTnTiTTi  expense  in  the  past,  but  that  such  expense  must 
be  materially  increased  in  the  immediate  future;  that  the 
principal  reason  for  asking  ^n  increase  in  rates  at  this  time 
is  the  necessity  of  increasing  the  wages  of  its  employees 
who  operate  its  said  exchange  in  the  town  of  Troy ;  that  its 
present  rates  do  not  produce  sirffieient  revenue  to  pay  its 
operating  expenses  and  make  any  allowance  whatever  for 
depreciation  of  the  plant  or  return  on  the  investment. 

Due  notice  of  said  application  was  given  to  the  village 
of  Troy,  and  a  public  hearing  on  the  application  was  held  at 
Troy,  Idaho,  on  December  2,  1918,  before  Commissioners 
Erb  and  Freehafer.  No  formal  protest  or  objection  to  the 
granting  of  the  application  was  filed,  but  a  letter  received 
by  the  Commission  from  the  village  clerk  stated  that  the 
board  of  trustees  of  the  village  of  Troy  would  not  oppose 
or  object  to  the  proposed  increases  in  rates,  providing  the 
telephone  company  would  give  the  people  of  the  community 
efficient  service.  Members  of  the  board  of  trustees  of  the 
village  of  Troy  and  several  stockholders  and  representa- 
tives of  the  various  rural  lines  connected  with  applicant's 
system  appeared  at  the  hearing  and  cross-examined  appli- 
cant's witnesses  and  offered  testimony  and  made  state- 
ments in  opposition  to  the  granting  of  the  application. 

The  following  table  shows  the  present  and  proposed  rates 
of  applicant: 

Present  Proposed 

Rates  Rates 

Bonness  'phones,  oDe-party  line 9250  $300 

BnunesB  'phones,  two-party  line 200  250 

Residence  'phones,  one-party  line 2  00  2  00 

Residence  'phones,  two-  to  four-party  line 1  26  1  25 

Switching  ehai^es  for  farmers  on  lines  owned  by 

farmers  naing  them 26  60 
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At  the  hearing  applicant  asked  permission  and  authority 
of  the  Commission  to  make  a  charge  of  $2.50  per  'phone  for 
all  'phones  hereafter  installed  by  it  on  its  system.  Appli- 
cant's .  Exhibit  B  attached  to  the  application  herein 
shows  that  its  operating  expenses,  including  taxes,  bat  not 
including  any  allowance  for  depreciation  for  the  year  1916, 
amounted  to  $1,600;  and  its  receipts  for  the  same  period 
amounted  to  $1,650 ;  that  its  operating  expenses,  including 
taxes  but  not  including  any  allowance  for  depreciation,  for 
the  year  1917,  amounted  to  $1,675,  and  its  receipts  for  the 
same  period  amounted  to  $1,830.  It  is  very  evident  that  if 
a  fair  allowance  is  made  for  depreciation  based  on  any  rea- 
sonable value  for  applicant's  plant  and  system,  the  opera- 
tions for  the  years  1916  and  1917  would  show  a  deficit.  The 
Commission  has  made  no  attempt  to  fix  the  value  of  appli- 
cant's property  used  and  useful  in  serving  its  patrons,  and 
will  not  at  this  time  attempt  to  establish  rates  that  will 
produce  revenue  sufficient  to  pay  operating  expenses,  includ- 
ing taxes  and  depreciation,  and  provide  a  return  on  the 
investment.  Only  such  increases  will  be  authorized  herein 
as  will  provide  funds  to  meet  necessary  increases  in  tiie 
wages  of  applicant's  employees  in  its  Troy  exchange. 

It  appears  from  the  testimony  that  applicant  at  the 
present  time  has  but  two  operators  in  its  said  exchange, 
who  are  paid  $26.00  per  month  each.  In  order  to  give  all 
night  service  it  will  be  necessary  to  employ  an  additional 
operator. 

The  'phones  served  by  applicant  are  classified  as  follows : 

Single  business  'phones  , 10 

Business  'phones  on  party  lines 13 

Two-party  residence  lines ■ ' 5 

Four-party  reaidenoe  linea 36 

Farmer  sabspribers  on  lines  owned  by  farmers ■  187 

The  testimony  shows  that  the  expenses  fairly  attribu- 
table to  the  service  of  switching  the  farmer  lines  is  greater 
than  the  total  revenue  derived  therefrom,  and  that  said 
service  contributes  no  revenue  available  for  depreciation, 
taxes  or  return  on  investment. 

The  Commission  finds  that  the  present  charge  of  25 
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cents  per  'phone  per  month  for  switching  farmer  lines  is 
low  and  discriminatory  in  comparison  with  the  rates 
charged  by  applicant  for  its  other  service,  and  that  said 
charge  should  be  increased,  bat  that  the  proposed  Increase 
amounting  to  100  per  cent,  of  the  present  charge  is  exces- 
sive. Applicant  will  be  allowed  to  increase  his  charge  for 
switching  farmer  lines  to  40  cents  per  'phone  per  month. 

The  Commission  believes  that  the  propose^  installation 
charge  of  $2.50  per  'phone  is  reasonable  and  just. 

There  appears  to  the  Commission  no  good  reason  why 
the  expense  of  installing  a  'phone  which  may  perhaps  be 
nsed  only  a  short  period  of  time  should  be  charged  as  a 
system  expense,  and  consequently  be  reflected  in  the  rates 
which  must  be  paid  by  permanent  patrons. 

The  increase  of  50  cents  per  month  in  the  rates  for  one- 
party  and  two-party  business  'phones  as  proposed  in  the 
application,  will  increase  applicant's  annual  revenue  in  the 
sum  of  $138.  An  increase  of  15  cents  per  'phone  per  month 
for  Bwitdiing  farmer  lines  will  provide  additional  revenue 
in  the  sum  of  $336  per  annum.  The  Commission  has  nc 
definite  information  as  to  the  increase  in  revenue  whicli 
will  result  from  the  allowance  of  an  installation  charge  o\ 
$2.50  per  'phone,  but  estimates  that  this  charge  will  produce 
revenue  to  the  amount  of  $30.00  per  annum. 

The  Commission  finds  that  the  increases  as  above  calcu- 
lated will  produce  sufficient  revenue  to  meet  applicant's 
increased  cost  of  operating  its  exchange  in  Troy  and  permit 
it  to  render  efficient  service  to  its  patrons,  and  that  same 
should  be  permitted  and  authorized  to  be  made  effective 
on  and  after  February  1,  1919. 

/(  is,  therefore,  ordered,  That  applicant,  Troy  Telephone 
Company,  be,  and  it  hereby  is,  permitted  and  authorized 
to  charge  and  collect  the  following  rates  for  telephone 
service : 

Per  Month 

Basinesa  'pli*>i>^<  one-party  line $3  00 

Business  'phones,  two-party  line 2  60 

Reudence  'phones,  one-party  line 2  50 

Residence  'phones,  two-  and  four-party  line 1  25 

Switdiing  charges  for  farmer  lines  owned  hy  farmers  nsir^  them  40 
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It  is  further  ordered,  That  applicant  be,  and  it  hereby  is, 
permitted  and  aathorized  to  charge  and  collect  the  som  of 
$2^0  per  'phone  for  all  'phones  installed  by  it  on  its  lines 
on  and  after  February  1, 1919. 

It  is  further  ordered,  That  applicant  file  with  this  Com- 
mission within  ten  days  a  schedule  of  rates  in  conformity 
with  the  findings  and  order  herein. 

Done  in  open  session  at  Boise,  Idaho,  this  seventeenth 
day  of  January,  1919. 
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Public  Utilities  CommisBion. 

In  re  Publishing  Notice  of  Application  to  Change  Rates 
AND  Posting  Copies  of  Pkoposbd  Schedules. 

General  Order  No.  48. 

Decided  July  1,  1918. 

Kolee  with  Bespect  to  PabUahiiiK  Notice  of  AppUcatioa  uid  Posting' 
Ooplea  of  FropOBed  Schedules,  Prescribed. 

General  Order. 

All  public  utilities,  except  steam  and  Intenirban  railways, 
transacting  business  in  the  State  of  Illinois,  are  hereby 
ordered  as  the  occasion  arises,  to  publish  notice  of  applica- 
tion, and  post  copies  of  proposed  schedules  as  hereinafter 
provided : 

Whenever  public  utilities,  except  steam  tind  interurban 
railways,  shall  file  with  the  Public  Utilities  Commission  of 
the  State  of  Illinois,  any  schedule,  rate,  rule  or  regulation, 
which  would  result  in  an  increase  in  any  rate  or  charge, 
such  public  utility  shall,  immediately  following  the  filing 
of  such  schedule,  rate,  rule  or  regulation,  cause  to  be  pub- 
lished in  not  less  than  three  inches  of  space  once  each  week 
for  two  sneeessive  weeks,  in  some  secular  newspaper  (that 
has  been  regularly  published  for  at  least  six  months  prior 
to  the  first  publication  of  such  notice),  published  in,  or  of 
general  circulation  in  every  city,  town  or  community 
affected  by  the  proposed  change,  the  following  notice; 
provided,  that  when  cities  of  more  than  10,000  population 
are  affected,  such  notice  shall  be  published  as  above  speci- 
fied in  at  least  two  such  newspapers  in  such  cities : 
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Notice  op  Proposed 
Change  in  Rates. 


(Name  of  company) 

The hereby  gives 

(Name  of  company) 

notice  to  the  public  that  it  has  filed  with  the  Public  Utilities  Commission 

of  Illinois  schedules  which  will  change  the  rates  for 

in County 

(Kind  of  service)  (Name  of  town) 

of ,  and  that  the  siud  change  of  rates 

involves  an  increase  in 

'    (State  clasaiflcation,  rate  or  provision) 

A  copy  of  the  proposed  schedules  may  be  inspected  by  luiy  interested 

party  at  the  office  of  this  company  in 

(Name  of  town) 

All  parties  interested  in  this  proceeding  may  obtain  information  as  to 
time  and  place  of  hearing  upon  this  matter,  by  addressing  the  secretary 
of  the  Public  Utilities  Commission  at  Springfield,  Illinois. 


(Signed) 
By... 


(Official  title) 

No  hearing  shall  be  had  upon  any  schedule  involving  a 
change  in  any  rate  which  would  result  in  an  increase  in  any 
rate  or  charge  until  proof  of  puhlication  of  the  notice  of 
the  filing  of  the  said  schedule  herein  provided  for  shall  have 
been  made  to  this  Commission. 

All  public  utilities  publishing  notice  as  required  by  this 
order  shall,  not  later  than  the  date  of  the  first  publication, 
post  in  each  local  ofiice  a  copy  of  proposed  schedules,  in  so 
far  as  the  same  in  any  way  affect  the  patrons  of  such  local 
office,  and  such  schedules  must  be  so  placed  that  they  may 
be  inspected  by  any  person  during  regular  business  hours. 
Such  schedules  shall  remain  so  posted  until  the  final  action 
of  the  Commission.    If  any  schedule  is  filed  affecting  a 
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municipality  in  which  the  company  does  not  maintain  a 
local  office,  then  a  copy  of  such  schedule  shall  be  delivered 
to  the  municipal  authorities,  whose  receipt  for  same  shall 
be  filed  with  the  Commission. 

General  Order  No.  26  (Conference  Ruling  No.  26),*  in  the 
matter  of  publishing  notice  of  application  to  change  rates, 
adopted  by  this  Commission  on  the  twenty-ninth  day  of 
January,  1917,  is  hereby  vacated  and  set  aside. 

By  order  of  the  Commission,  dated  at  Springfield,  Illinois, 
this  first  day  of  July,  1918. 


In  re  Application  of  Manhattan  Telephone  Company 

FOB  AtJTHORITY  TO  INCREASE  EaTES  IN   MANHATTAN  AND 

Vicinity. 

No.  8323. 

Decided  January  6,  1919, 

.  Increaw  In  Bnsliiesa,  Residence,  uid  Bund  Bates  AnthoriMd  —  Prompt 

Payment  Discoiut  Aafliorlzed  — AUomuice  of  6.1  Per  Oeat.  for 

Beaerve  for  Depredation  Made  — Allomnce  of  6  Per 

Oent.  for  Bate  of  Betnm  Hade  —  Valna- 

tion   Hade. 

Applicant  Bonght  anthority  to  increase  business,  and  residence  and 
mral  rates  from  the  present  rates  of  $23.00  and  $15.00,  respeetiveiy,  per 
year,  to  $26.00  and  $18.00  per  year.  The  plant  was  valued  at  $31,000  in 
19l5.  The  Commi salon's  engineers,  using  average  prices  for  the  five-year 
period,  1912  to  1916,  and  inplnding  materials  and  supplies,  found  the 
reproduction  cost  new  was  $23,459,  and  estimated  the  actual  annual  depre- 
ciation occurring  in  the  physical  portion  of  the  plant  at  $2,037,  The  Com- 
mission estimated  annnat  expenses,  including  reserve  for  depreciation,  at 
t7,883,  and  annual  revenues  at  present  rates  at  $8,416,  including  $1,884 
toll  rerenne  and  $39.00  miscellaneous  revenue.  Proposed  rates  would 
increaae  the  t«tal  revenues  to  $9,658  per  year.  In  1918,  $919.34  in  local 
rentals  were  not  collected.  The  Commission  found  that  if  revenues  were 
collected  with  rensonahle  promptness  present  rates  yielded  a  net  revenue 
of  $533,  or  1.9  per  cent.,  and  that  if  the  proposed  rates  were  authorized, 
subject  to  a  prompt  payment  discount,  the  annual  npt  return  would  be 
approximately  $1,361,  or  6  per  cent.' 


*  See  Commission  Leaflet  No.  64,  p.  890. 

DigilizcdbyGOOglc 


894  Illinois  Public  Utilitibs  Commbsiok. 

Held:  That  teking  into  oonsidenitioii  eveir  fact  and  cizeonutajiee 
bearing  upon  valne,  making  allowance  for  working  eapital  and  inclnding 
present  stock  of  materials  and  snpplies,  the  fair  valne  of  the  property 
used  and  asefnl  in  furnishing  service,  and  the  business  attached  thereto, 
including  every  element  of  valne,  tangible  and  intangible,  was  at  least 
$27,600; 

That  applicant  should  be  authorized  to  pnt  into  ^ect  the  proposed 
schednle  of  rates,  snbject  to  a  disoonnt  for  prompt  payment  in  the 
amount  of  26  cents  per  quarter,  per  station,  provided  rentals  were  paid  at 
or  before  a  d^nite  date  of  the  quarter  in  which  the  service  was  rendered; 

That  the  company  should  set  aside  annually,  to  provide  a  reserve  for 
depreciation,  a  aum  which  was  not  less  than  6.1  per  cent,  of  the  cost  of 
reproduction  new  based  on  average  prices  for  labor  and  material  for  the 
five-year  period,  1912  to  1916,  inclusive,  plus  6.1  per  cent  of  the  cost  of  all 
additions  made  in  the  future. 

Opinion  and  Ordbb. 
The  application  filed  herein  sets  forth  that  petitioner  is 
a  public  utility,  engaged  in  the  operation  of  a  telephone 
system  in  Manhattan,  county  of  Will,  and  vicinity,  and  that 
as  .such  public  utility  it  is  subject  to  the  provisions  of  an 
Act  to  Provide  for  the  Regulation  of  Public  Utilities,  and  ■ 
asks  for  the  issuance  of  an  order  authorizing  the  placing  in 
effect  of  increased  rates  for  telephone  service.  The  present 
rates  in  Manhattan  and  vicinity,  as  shown  by  schedule  on 
file  with  the  Commission,  together  with  the  proposed 
advanced  rates,  are  as  follows: 

Annual  Rates 
Present       Proposed 

Business  stations $2300  (2600 

Residence  stations 15  00  18  00 

Rural  stations 15  00  18  00 

The  matter  came  on  for  hearing  before  the  Commissioii 
on  July  23, 1918.  The  Mimhattan  Telephone  Company  was 
represented  by  Mr.  N.  Lynk,  treasurer ;  no  objectors  appear- 
ing. The  annual  reports  of  the  Manhattan  Telephone  Com- 
pany, as  filed  with  the  Commission,  were  made  a  part  of  the 
record  in  the  case  by  petitioner.  No '  inventory  and 
appraisftl  of  plant  was  furni^ed.    Testimony  was  offered 
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to  the  effect  that  on  an  inventory  and  appraisal  made  in 
1915  the  plant  was  valued  at  approximately  $31,000. 

A  statement  submitted  by  petitioner  indicates  that  serv- 
ice was  being  furnished  to  414  telephone  stations  on  Novem- 
ber 19, 1918,  distributed  and  dassified  as  follows: 

Per  Tear 

City  residence  stations  at 31S  00  80 

City  bnsinen  rtaUona  at 23  00  25 

Coontiy  run)  itatioiu   at 12  00  1 

Coontiy  rnral  stations  at 15  00  296 

Conutrr  rami  stations  at 18  00  3 

Conntry  boainess  stations  at. 23  00  4 

Coimtiy  business  stations  at 24  00  5 

Comparison  of  the  schedule  on  file  with  the  Commission, 
and  the  above  classification,  distribution  and  rate  schedule 
furnished  by  petitioner,  indicates  that  the  schedule  of  rates 
now  on  file  does  not  fully  cover  the  rates  being  charged. 

The  plant  is  of  the  magneto  type,  with  grounded  circuits 
to  all  subscribers,  and  includes  all  the  rural  telephone 
stations  served. 

An  inventbry  and  appraisal  of  the  plant  involved  has 
been  made  by  the  Commission's  engineers.  The  reproduc- 
tion cost  new,  using  average  prices  for  labor  and  material, 
based  upon  the  five-year  period,  1912  to  1916,  inclusive,  and 
including  the  present  stock  of  materials  and  supplies,  is 
$23,459. 

In  connection  with  the  inventory  of  the  physical  portion 
of  the  plant,  the  Commission  assigned  normal  lives  to  its 
several  component  parts.  From  these  normal  lives  the 
value  of  the  annual  depreciation  now  occurring  in  the 
entire  physical  portion  of  the  plant  was  found  to  be  $2,037. 

A  report  of  revenue  and  expense  as  furnished  by  peti- 
tioner has  been  carefully  considered  to  determine  the  nor- 
mal average  annual  operating  expense.  It  is  evident  from 
this  report  that  the  method  of  keeping  accounts  in  use  by 
the  Manhattan  Telephone  Company  does  not  fully  conform 
with  the  requirements  of  the  Commission.  A  reasonable 
interpretation  of  the  data  submitted,  however,  indicates 
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that  the  total  average  annoal  operating  expense,  exclusive 
of  an  allowance  for  depreciation,  pins  dednetions  from 
gross  revenue  equal  to  items  falling  under  this  head, 
actually  paid  in  1917,  is  approximately  $5,846  per  annum. 
Including  the  allowable  annual  charge  to  provide  a  reserve 
against  depreciation,  as  fixed  by  the  Commission,  the  annual 
operating  expense^  which  appears  to  be  shoura  in  the  record, 
is  $7,883. 

In  the  statement  furnished  by  petitioner,  giving  the  sta- 
tion distribution,  classification  and  rates  in  effect  as  of 
November  19,  1918,  an  annual  revenue  of  $6,493  from  local 
telephone  rentals  is  indicated. 

The  average  annual  toll  revenue,  based  upon  actual 
receipts  for  the  year  1917  and  the  first  six  months  of  1918, 
is  $1,884-,  while  the  average  annual  miscellaneous  revenue, 
based  upon  receipts  for  the  same  period,  is  $39.00.  It  is 
certain,  therefore,  that  petitioner's  average  annual  rev- 
enue, based  upon  actual  present  operating  conditions, 
should  be  approximately  $8,416.  This  sura  was  not  realized, 
however,  as  uncollected  local  rentals  amounting  to  a  sub- 
stantial sum  seriously  reduced  the  total  actual  receipts. 

The  proposed  change  in  the  local  rates,  as  'set  out  in  the 
application,  consists  of  a  horizontal  increase  of  $3.00  per 
year  on  each  of  the  telephone  stations  served.  This 
advance,  if  authorized,  will  increase  the  normal  annual 
operating  revenue  $1,242,  provided  the  present  number  of 
stations  is  maintained,  producing  a  total  revenue,  including 
toll  and  miscellaneous,  of  approximately  $9,658  per  year. 

After  carefully  considering  the  method  of  appraising 
the  plant,  taking  into  consideration  every  fact  and  circum- 
stance bearing  upon  its  value,  making  the  allowance  for  the 
necessary  working  capital,  and  including  the  -present  stock 
of  materials  and  supplies,  the  Commission  is  of  the  opinion, 
and  finds,  that  a  fair  value  of  the  property  used  and  useful 
in  furnishing  telephone  service  in  Manhattan  and  vicinity, 
and  the  business  attached  thereto,  including  every  element 
of  value,  tangible  and  intangible,  for  rate-making  purposes, 
as  of  November  1,  1918,  is  at  least  $27,500, 
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In  view  of  the  showing  made  by  petitioner  in  the  record, 
as  to  operating  expense,  and  after  careful  consideration  of 
all  circumBtances  and-  facts  involved,  the  Commission  is  of 
the  opinion,  and  finds  that  the  failure  of  petitioner  to 
promptly  collect  rentals  for  local  telephone  service  has 
apparently  seriously  impaired  the  revenue  available  for 
carrying  on  the  business.  This  is  clear  in  view  of  the  fact 
that  the  classification  and  distribution  of  telephone  stations 
as  of  November  19,  1918,  indicate  an  annual  local  revenue 
of  approximately  $6,493,  while  only  $5,574.34  in  local  rentals 
is  reported  as  having  been  actually  collected. 

It  is  evident  that  the  net  income  on  the  basis  of  the  pres- 
ent revenue,  when  such  is  collected  with  reasonable  prompt- 
ness, as  shown  by  the  record,  amounts  to  approximately 
$533,  which  is  1.9  per  cent,  per  annum  on  the  fair  value  of 
the  property  as  of  November  1,  1918,  for  rate-making  pur- 
poses as  determined  by  the  Commission. 

The  financial  statements  submitted  are  not  entirely  clear 
as  to  the  items  properly  chargeable  to  operating  expense. 
It  is  evident,  however,  that  the  operating  expense  could  be 
much  lower  than  reported  without  unjustifiably  increasing 
the  net  rate  of  return  realized  under  the  rates  now  in  effect. 
The  proposed  schedule,  increasing  revenue  approximately 
$1,242  per  annum,  will  produce  a  net  return  of  approxi- 
mately $1,775  per  annum,  6.4  per  cent,  on  the  fair  value  of 
.  the  property  as  of  November  1,  1918,  for  rate-making  pur- 
poses, as  determined  by  the  Conmiission.  In  view  of  all  the 
facts,  the  Commission  is  therefore  of  the  opinion  and  finds, 
that  the  proposed  schedule  of  rates,  subject  to  a  discount 
for  prompt  payment,  is  justified,  and  that  such  discount 
should  be  25  cents -per  quarter,  per  station,  provided  rentals 
are  paid  on  or  before  a  definite  date  in  the  quarter  in  which 
the  service  is  rendered,  in  order  to  place  at  the  disposal  of 
petitioner  the  full  normal  operating  revenue.  Such  a  dis- 
count applied  to  the  proposed  schedule  will  leave  a  prob- 
able minimum  net  increase  in  annual  operating  revenues 
of  approximately  $838.  Should  the  present  number  and 
classification  of  subscribers'  stations  be  maintained  the 
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resulting  einnual  net  income  available  for  retarn  will  be 
approximately  $1^61,  which  is  approximately  5  per  cent 
on  the  fair  value  of  the  property  as  fixed  by  the  Commission 
for  rate-making  purposes. 

It  is,  therefore,  ordered  by  the  Public  Utilities  Commis- 
sion of  Illinois,  as  follows : 

Section  1.  That  the  Manhattan  Telephone  Company  be, 
and  the  same  hereby  is,  authorized  to  discontinue  the 
schedule  of  rates  now  in  effect  in  Manhattan  and  vicinity, 
and  to  substitute  therefor  the  following  modification  of  the 
proposed  schedule. 

AnrnttU  Rate 

Bnainess  stationa    (city) $26  00 

Residence  stationa  (city)  18  00 

Earal  stations   18  00 

A  discount  of  25  cents  per  quarter  applies  to  the  above  rates  if  pay- 
ment is  made  quarterly,  at  the  ofiSce  of  the  company,  on  or  before  the 
fifteenth  day  of  the  second  month  of  the  current  calendar  qoarter  in 
which  the  service  is  rendered.  Cnrrtnt  calendar  quarters  shall  be  eon- 
Btroed  t«  me&n  three-month  periods,  beginning  Jsnnary  1,  April  1|  Jnly 
1,  and  October  1,  of  each  year. 

Section  2.  That  the  Manhattan  Telephone  Company  set 
aside  annually,  to  provide  a  reserve  against  depreciation, 
a  sum  which  is  not  less  than  6.1  per  cent,  of  the  cost  to 
reproduce  the  entire  physical  property  in  Manhattan  and 
vicinity  new,  based  upon  average  prices  for  labor  and 
material  for  the  five-year  period,  1912  to  1916,  inclusive,  ■ 
plus  6.1  per  cent,  of  the  cost  of  all  additions  made  in  the 
future. 

Seetion  3.  That  the  schedule  of  rates  authorized  herein 
shall  be  filed,  posted,  and  published  by  the  Manhattan  Tele- 
phone Company  in  conformity  with  Section  34,  of  an  Act 
to  Provide  for  the  Regulation  of  Public  Utilities,  now  in 
effect  in  Illinois,  and  with  -General  Order  No.  28  (Confer- 
ence Ruling  No.  23)'  of  the  Public  Utilities  Commission 
of  Illinois,  and  that  it  shall  be  known  as  I.  P.  U.  C.  2  and 
shall  become  effective  as  of  January  15,  1919. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
sixth  day  of  January,  1919. 

'  See  Commission  LeaAet  No.  54,  p.  21. 
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In  re  Application  of  Fabina  Mutual  Telephone  Company 
FOB  Authority  to  Issue  Stock,  for  an  Okpeb  Consbst- 
iNQ  TO  THE  Purchase  from  Fabina  Mutual  Telephone 
Company,  a  Partnership,  of  the  System  and  Prop- 
erty IN  Fabina,  and  for  a  Certificate  of  Convenience 
and  Necessity,  Etc. 

No.  8066. 

Decided  January  8,  1919. 

Sato  of  EzchKDce  Aothorizsd  —  Oertlflcate  of  OonmiieiiM  and  Hbcm- 

sit7  lasned  —  Issue   of  Stock   to   Keplace   Stock  Isflnod  withoat 

Antkoiltr   of  th«  OnnmisBlon,   Antborlsod  —  Ismie  of  Stock 

to  Extond  or  Babnlld  Unss  AtrthorlMd. 

Opinion  and  Obdeb. 

Application  "was  made  to  the  Public  Utilities  Commission 
of  Illinois,  by  the  Farina  Mutual  Telephone  Company,  a 
corporation,  a  public  utility  organized  under  the  laws  of 
the  State  of  Ulinois,  for  authority  to  issue  $7,000  of  its 
capital  stock. 

A  hearing  was  had  at  the  office  of  the  Commission  in 
Springfield,  Illinois,  on  June  5,  1913,  and  the  petitioner 
appeared  and  presented  all  the  evidence  it  then  saw  fit  to 
present.  After  said  hearing  another  petition  was  filed  in 
this  case  asking  that  a  certificate  of  convenience  and  neces- 
sity be  issued  to  said  corporation  to  operate  a  telephone 
exchange  and  system  in  Farina  and  vicinity,  in  Fayette 
County,  Illinois.  There  was  also  filed  in  this  case  a  petition 
asking  that  the  purchase  by  said  corporation  of  the  tele- 
phone exchange  and  property  in  Farina,  Illinois,  from  the 
Farina  Mutual  Telephone  Company,  a  partnership,  be 
approved,  and  that  the  stock  wrongfully  issued  by  said 
corporation  in  payment  for  the  above  mentioned  property 
be  recalled  and  cancelled,  and  that  permission  be  given  for 
the  issuance  of  $6,500  of  the  capital  stock  of  said  corpora- 
tion to  take  the  place  of  an  equal  amount  of  stock  wrong- 
fully issued  in  non-compliance  with  the  law,  and  disposed 
of  in  securing  the  above  mentioned  property. 
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A  second  hearing  was  had  in  the  office  of  the  OommissioD 
in  Springfield,  Illinois,  on  December  3,  ]  918,  and  witnesses 
were  sworn  and  examined  on  behalf  of  the  petitioner  herein. 

Prom  the  evidence  taken  on  the  several  hearings  in  this 
case,  it  appears  to  the  Commission  that  the  petitioner,  the 
Farina  Mutual  Telephone  Company,  incorporated,  is  now 
engaged  in  the  operation  of  a  telephone  system  in  Farina 
and  vicinity,  Fayette  County,  Illinois,  and  that  said  incor- 
porated company  acquired  the  telephone  property  in  ques- 
tion from  a  copartnership  of  persons  who  styled  themselves 
the  Farina  Mutual  Telephone  Company.  The  members  of 
said  partnership  more  than  three  years  ago  desired  to 
incorporate  and  change  from  a  partnership  to  a  corpora- 
tion, and  for  that  purpose  they  applied  to  the  Secretary  of 
State,  and  after  going  through  the  usual  legal  form  were 
duly  incorporated.  It  appeared  then  that  53  persons  com- 
posed the  partnership,  41  of  whom  o;K'ned  and  had  one 
telephone  and  12  of  whom  owned  and  had  two  telephones. 
The  scheme  adopted  by  the  partnership  and  carried  out  by 
the  partners  was  to  issue  65  shares  of  the  capital  stodk  of 
said  corporation,  each  share  being  $100,  and  give  each  per- 
son one  share  of  stock,  except  that  the  persons  who  owned 
two  telephones  were  each  to  receive  two  shares  of  stock, 
and  in  this  way  they  attempted,  without  the  consent  of  this 
Commission,  to  dissolve  and  blot  out  the  partnership  and 
transfer  all  the  property  to  the  newly  incorporated  Farina 
Mutual  Telephone  Company. 

From  the  evidence  in  this  case  it  appears  that  the  incor- 
porators of  said  company  did  not  know  that  tbey  should 
get  the  consent  of  this  Commission  to  the  transaction  above 
referred  to,  and  now  they  appear  before  the  Commission 
and  ask  that  their  acts  as  hereinabove  detailed  shall  be 
approved. 

It  appears  to  the  Commission  that  there  was  no  intent 
to  commit  an  unlawful  act  or  to  do  anything  that  was  dis- 
honest or  unfair,  and  that  the  things  that  were  done,  as 
above  detailed,  were  in  themselves  proper  and  right,  and 
the  only  mistake  being  that  the  consent  of  this  Commission 
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was  not  obtained  at  the  time,  and  it  appears  to  the  Com- 
mission now  that  the  transaction  between  the  partnership 
and  the  said  incorporated  company  should  be  approved. 

The  company  was  incorporated  for  $7,000,  and  it  appears 
from  the  evidence  that  the  property  in  question  is  worth  at 
least  $6,500,  but  no  valuation  is  set  upon  the  property  for 
rate-making  purposes  as  there  is  no  question  of  rates 
involved  in  this  case  now  before  the  Commission.  No  money 
was  acquired  by  the  corporation  for  the  issuance  and  sale 
of  said  stock,  but  as  above  stated  it  received  therefor  all 
the  property  theretofore  owned  by  the  said  partnership. 

In  view  of  the  fact  that  said  corporation  is  a  public 
utility  and  that  it  issued  its  stock  without  the  permission 
of  this  Commission,  the  company  now  desires  the  Commis- 
sion to  consent  to  the  issuance  of  $6,500  of  its  capital  stock 
to  take  the  place  of  the  $6,500  of  capital  stock  heretofore 
issued  without  the  consent  of  this  Commission,  and  said 
company  also  asks  the  consent  of  this  Commission  to  the 
issuance  of  $500  of  its  capital  stock  to  be  sold  whenever 
said  corporation  needs  the  money  for  extending  or  rebuild- 
ing its  lines. 

The  Commission  finds  that  the  $6,500  of  the  capital  stock 
of  said  corporation  was  issued  and  delivered  to  members 
of  the  partnership  and  that  the  issuance  of  said  stock  was 
not  for  the  purpose  of  disobeying  the  law  or  rules  of  this 
Commi,  sion,  but  was  issued  in  ignorance  of  the  law,  and 
it  is  thei  sfore  proper  that  the  prayer  of  the  petition  shotdd 
be  grant>d;  and  it  appears  to  £he  Commission  that  the 
application  of  the  Farina  Mutual  Telephone  Company,  a 
corporation,  for  a  certificate  of  convenience  and  necessity 
to  acquire  and  operate  a  telephone  system  in  Farina  and 
vicinity,  Fayette  County,  Illinois,  is  reasonable  and  should 
be  granted. 

/(  15,  therefore,  ordered  by  the  State  Public  Utilities 
Commission  of  Illinois,  as  follows : 

First.  That  a  certificate  of  convenience  and  necessity 
to  acquire  and  operate  a  telephone  exchange  and  system  in 
Farina  and  vicinity,  Fayette  County,  Dlinois,  be,  and  the 
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same  is,  hereby  granted  by  tbis  Conunission  to  the  f^arina 
Mutual  Telephone  Company,  a  corporation,  nnder  Section 
55  of  an  Act  to  Provide  for  the  Regulation  of  Public  Utili- 
ties, approved  June  30, 1913,  and  in  effect  January  1, 1914, 
and  that  said  certificate  be  issued  under  the  seal  of  this 
Conunission  and  authenticated  by  its  secretary. 

Second.  That  the  Farina  Mutual  Telephone  Company 
be,  and  it  is,  hereby  authorized  to  issue  its  common  capital 
stock  in  the  aggregate  amount  of  $7,000,  being  70  shares  of 
the  par  value  of  $100  each. 

Third.  That  the  $6,500  of  the  capital  stock  heretofore 
issued  without  the  authority  of  this  Commission  as  afore- 
said, shall  forthwith  be  taken  up  and  cancelled  and  a  cer- 
tificate to  that  effect  filed  with  this  Commission. 

Fourth.  That  $6,500  of  the  stock  herein  authorized  shall 
be  given  to  stockholders  who  now  hold  the  stock  which  was 
improperly  issued,  upon  their  surrender  of  the  stock  now 
held  by  them,  each  stockholder  receiving  of  the  new  stock 
the  same  amount  that  he  now  holds  of  the  old  stock. 

Fifth.  That  the  remaining  $500  of  the  stock  herein 
autiiorized  to  be  issued  shall  be  sold  when  it  is  necessary 
to  sell  the  same,  so  as  to  net  the  company  not  less  than  the 
par  value  thereof,  and  the  proceeds  of  the  sale  of  said  $500 
of  said  stock  shall  be  used  for  extending  or  rebuilding  the 
lines  of  the  company  and  for  no  other  purpose. 

'Sixth.  That  the  company  shall,  before  the  delivery  of 
said  stock  herein  authorized  to  be  issued,  cause  to  be 
printed,  stamped  or  engraved  upon  the  face  of  each  cer- 
tificate of  stock,  for  the  proper  and  easy  identification 
thereof,  the  following : 

■*  PUBLIC  UTILITIES  COMMISSION  OF  ILLINOIS. 
AUTHORIZATION  NUMBER  774. 

■  January,  1919." 

Seventh.  That  the  said  Farina  Mutual  Telephone  Com- 
pany, incorporated,  shall,  within  ninety  days  from  the  serv- 
ice of  this  order  upon  it,  exchange  65  shares  of  the  stock 
herein  authorized  for  the  65  shares  of  unauthorized  stock 
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HOW  outstanding,  and  shall,  within  said  ninety  days,  file  its 
verified  report,  in  duplicate,  to  this  Commission,  showing 
the  exchange  of  stock  as  above  mentioned,  and  the  destruc- 
tion of  said  unauthorized  stock,  and  that  a  record  of  its 
actions  in  this  behalf  be  kept  by  said  corporation,  and  that 
such  record,  with  accounts  and  vouchers,  etc.,  shall  be  open 
to  audit  and  may  be  audited  from  time  to  time  by  account- 
ants and  examiners  designated  for  such  purpose  by  this 
Commission. 

Eighth.  That  whenever  the  other  $500  of  stock  herein 
autliorized  shall  be  sold  by  said  corporation,  it  shall  not  be 
sold  for  less  than  par,  and  the  said  company  shall  file  a 
verified  report,  in  duplicate,  with  this  Commission,  stating 
the  sale  of  such  stock,  the  moneys  realized  therefrom,  and 
the  use  and  application  of  such  moneys,  and  that  such 
report  shall  be  made  within  six  months  from  the  sale  of. 
said  $500  of  stock,  and  the  accounts  of  said  corporation  in 
relation  to  said  $500  of  stock,  with  the  records  and  vouch- 
ers, shall  he  open  to  audit,  and  may  be  audited  from  time 
to  time  by  accountants  and  examiners  designated  for  such 
purpose  by  this  Commission. 

Ninth.  That  the  said  Farina  Mutual  Telephone  Company 
shall  pay  the  fees  due  the  Secretary  of  State  for  the  issu- 
ance of  the  $7,000  of  capital  stock  herein  authorized  and 
shall  file,  in  duplicate,  a  report  of  such  paj-ment  with  the 
Commission  before  any  of  such  stock  shall  be  issued. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
eighth  day  of  January,  1919. 
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In  re  Application  of  Chicago  Telephone  Company  fob 

AUTHOEITT   TO   PLACE   IN   EffbcT   INCREASED    TOLL   AND 

Long  Distance  Rates  to  all  Connecting  Points. 
No.  8838. 

Decided  January  15,  1919* 

Toll  Rftt«B  Mill  OUaaiflcfttioiu  Authorized  by  Postauttor  a«iia»l, 
Snnnnded  Fending  »  Hearing  by  Oommlssion. 

Suspension  Ordeb. 

On  January  7,  1919,  the  Chicago  Telephone  Company 
filed  with  the  Commission,  purported  schedules  of  rates  and 
certain  tabulated  methods  for  computing  toll  and  long  dis- 
tance telephone  rates  between  points  to  which  the  said 
Chicago  Telephone  Company  is  prepared  to  furnish  toll 
and  long  distance  service  in  the  State  of  Illinois,  in  which 
it  is  further  proposed  that  such  rates,  computed  in  accord- 
ance with  the  methods  filed,  become  effective  on  January 
21,  1919. 

.  It  appears  from  an  examination  of  said  purported  sched- 
ules and  the  methods  of  computing  proposed  toll  and  long 
distance  telephone  rates,  that  such  proposed  rates,  apply- 
ing to  messages  between  any  two  given  points  in  the  State 
of  Illinois,  are  difficult  if  not  impossible  of  exact  determina- 
tion; that  the  forms  in  which  such  rates  covered  by  the 
application  are  indicated,  do  not  conform  with  the  statute 
of  the  State  of  Illinois  in  such  case  made  and  provided,  nor 
do  they  comply  with  the  rules  and  regulations  and  the  prac- 
tice provided  by  this  Commission.  It  further  appears  from 
an  examination  of  such  alleged  s<;hedules  that  they  con- 
template a  very  substantial  increase  in  toll  and  long  dis- 
tance rates  within  the  said  State  of  Illinois,  and  in  other 
material  measures  they  are  at  variance  with  its  present 
schedule  of  rates  on  file  with  this  Commission,  and  that  the 
Commission  should  enter  upon  a  hearing  concerning  the 
propriety  of  placing  in  effect  such  rates  as  may  be  com- 


*0n  January  20,  1919,  the  company  was  enjoined  in  tbe  Saperior 
Conrt  of  Cook  County  from  disobeying  the  above  BUBpenaion  order. 
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ptited  nnder  the  proposed  method,  and  that  pending  the 
hearing  thereon  \iie  said  purported  schedule  of  rates  and 
the  proposed  tabulated  methods  of  computing  toll  and  long 
distance  telephone  rates,  and  such  rates  as  may  be  based 
thereon,  should  not  go  into  effect 

/( is,  therefore,  ordered.  That  the  said  purported  sched- 
ules, and  the  proposed  tabulated  methods  of  computing  toll 
and  long  distance  telephone  rates  within  the  State  of 
Illinois,  and  such  rates  as  may  be  based  thereon,  be,  and 
the  same  are  hereby,  suspended  nntil  June  6,  1919. 

By  order  of  the  Commission  at  Springfield,  IlUnois,  this 
fifteenth  day  of  January,  1919.' 


In  re  Application  of  the  American  Telephone  and  Tble- 
GRAPH  Company  foe  Authority  to  Place  in  Effect 
Increased  Toll  and  Long  Distance  Rates  to  all 
Connecting  Points. 

Case  No.  8839. 

Decided  January  15,  1919. 

Toll  lUtM  Mid  Toll  OUuiflcationB  Prescribed  by  Foftmuter  Ohik*! 

in  Order  Ho.  2496  Stupended. 

Suspension  Order. 

On  January  6,  1919,  the  American  Telephone  and  Tele- 
graph Company  filed  with  the  Commission  purportfed 
schedule  of  rates,  and  certain  tabulated  methods  for  com- 
puting toll  and  long  distance  telephone  rates  between  points 
to  which  the  said  American  Telephone  and  Telegraph  Com- 
pany is  prepared  to  furnish  toll  and  long  distance  service 
in  the  Btate  of  Illinois,  in  which  it  is  further  proposed  that 
such  rates,  computed  in  accordance  with  the  methods  filed, 
become  effective  on  January  21,  1919. 

It  appears  from  an  examination  of  said  purported  sched- 
ules, and  the  methods  of  computing  proposed  toll  and  long 

*  By  aimilar  orders  on  January  15, 1919,  the  toll  rates  and  toll  classifi- 
eationB  preecribed  in  Order  No.  2495  of  the  Postmaster  General  were 
suspended  nntit  May  31, 1919  iti  the  case  of  the  Southern  Bell  Telephone 
and  Tel^raph  Company  and  the  Cnmberland  Telephone  and  Telegraph 
Company,  Cose  No.  8842;  and  nntil  Jnne  10,  1919  in  tlie  the  case  of  the 
Kinloeh  Long  Diitanoe  Triephone  Company,  Cose  No.  8843. 
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I 
distance  telephone  rates,  that  such  proposed  rates,  apply- 
ing to  messages  between  any  two  given  points,  in  the  State 
of  Illinois,  are  difficult  if  not  impossible  of  exact  determina- 
tion; that  the  forms  in  which  such  rates  covered  by  the 
application  are  indicated  do  not  conform  with  the  statute 
of  the  State  of  Illinois  in  such  case  made  and  provided, 
nor  do  they  comply  nith  the  rules  and  regulations  and  the 
practice  provided  by  this  Coramission.  It  further  appears 
from  an  examination  of  such  alleged  schedules  that  they 
contemplate  a  very  substantial  increase  in  toll  and  long 
distance  rates  within  the  said  State  of  Illinois,  and  in  other 
material  measures  they  are  at  variance  with  its  present 
schedule  of  rates  on  file  with  this  Commission,  and  that  the 
Commission  should  enter  upon  a  hearing  concerning  the 
propriety  of  placing  in  effect  saeh  rates  as  may  be  com- 
puted under  the  proposed  method,  and  that  pending  the 
hearing  thereon  the  said  purported  schedule  of  rates,  and 
the  proposed  tabulated  methods  of  computing  toll  and  long 
distance  telephone  rates,  and  such  rates  as  may  be  based 
thereon,  should  not  go  into  effect. 

/*  is,  therefore,  ordered,  That  the  said  purported  sched- 
ules, and  the  proposed  tabulated  methods  of  computing  toll 
and  long  distance  telephone  rates  within  the  State  of 
Illinois,  and  such  rates  as  may  be  based  thereon,  be,  and 
the  same  are,  hereby  suspended  imtil  June  5,  1919. 

By  order  of  the  Commission  at  Springfield,  Illinois,  this 
fifteenth  day  of  January,  1919." 

First  Supplemental  Order. 

January  23,  1919. 

On  January  21,  1919,  the  American  Telephone  and  Tele- 
graph Company  filed  with  the  Commission  a  schedule  of 
long  distance  rates  between  various  points  in  Illinois,  and 
proposed  that  such  rates  become  effective  on  January  21, 
1919. 

It  appears,  from  an  examination  of  the  schedule  filed, 
applying  to  messages  between  points  in  the  State  of  Illinois, 


'  On  Jannary  20,  1919,  the  company  was  eojoined  by  the  Superior 
Court  of  Cook  Connty  from  disobeyiog  th«  above  soBpensoo  order. 
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that  the  Commiasion  should  enter  upon  a  hearing  conoem- 
ing  the  propriety  of  the  proposed  rates,  and  that,  pending 
the  hearing  and  the  decision  thereon,  the  said  proposed 
rates  should  not  go  into  effect. 

U  is,  therefore,  ordered,  That  the  proposed  rates  for  long 
distance  connections  between  various  points  in  the  State 
of  Illinois,  stated  in  the  schedule  filed,  of  the  American 
Telephone  and  Telegraph  Company,  and  entitled 

"  First  Reference  List  for  Rates  of  the  American  Telephone  and  Tele- 
graph Company  Xo  Points  within  the  State  of  Illinois." 

be,  and  the  same  are,  hereby  suspended  until  June  21, 1919. 
By  order  of  the  Commission  at  Springfield,  Illinois,  this 
twenty-third  day  of  January,  1919." 


In  re  Proposed  Advance  in  Rates  of  Jbrseyville  Tele- 
phone Company. 
Case  No.  8612. 

Decided  January  22,  1919. 

JncTBuo  in  Businaos,  B«Bide]ice  and  Bnntl  BatM  Anthorisad  —  AUov- 

uLce  for  Baserre  for  Depreciatioii  Fixed  —  B«t«a  Tlddlng  6.7 

Per  Cent.  Betnm  Approred. 

The  Jersej-ville  Telephone  Company  sought  authority  to  increase  its 
rates  in  Jerseyvilie. 

The  Commission's  engineers  foand  that  the  cost  of  reproduction  new, 
naing  the  average  prices  for  labor  and  material  based  upon  the  five-year 
period  from  1912  to  1916,  was  $75^93  and  that  the  reprodnction  cost 
new  less  depreciation  was  $60,028.  The  Coromiss'on  found  that  during 
1S17  and  1918  average  operating  expenses,  including  an  annual  allow- 
ance of  $4,383  to  provide  for  reserve  for  depreciation,  were  $14,415  and 
that  the  average  aanual  operating  revenue  for  the  same  period,  including 
$1,908  toll  revenue,  was  $1G,165;  that  had  $4,605,  the  amouat  found 
reasonable  for  annual  reserve  for  depreciation  been  allowed  instead  of 
$4,383,  as  set  aside  by  the  company,  the  average  operating  result  for  the 
years  1917  and  1918  would  have  been  $1,528. 

Held:  That  after  carefully  considering  the  method  of  appraising  the 
plant,  taking  into  consideration  every  fact  and  circumstance  bearing  upon 
its  valne,  making  due  allowance  for  the  neccssarj'  working  capital  and 

"  On  February  4,  1919,  the  toll  rates  and  toll  classifications  prescribed 
in  Order  No.  2495  of  the  Postmaster  General  were  suspended  until  June  30, 
1919,  in  the  case  of  Christian  County  Telephone  Company,  No.  8870. 
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inelnding  pneent  atoek  of  materiala  sod  snpplieA,  the  fair  value  of  tiu 
property  uted  and  nsefnl  in  fmnidiiiig  telephone  serrioe  in  Jeneyrille 
and  vicini^,  and  the  bnBinesa  attached  thereto,  including  every  element 
of  Toln^  tangible  and  intan^ble,  for  rate-makiiig  porposes,  was  at  leoat 
$70,000  as  of  Angnst  1,  1918; 

That  an  allowance  of  $4,600  plus  6  per  cent,  of  the  cost  of  all  additions 
made  in  the  fntnre,  should  be  set  aside  annually  to  provide  a  reserve  for 
depreciation ; 

That  the  increase  in  the  rate  for  individoal  line  business  stations  frtHn 
(24.00  per  annum  to  £36.00  per  annum  with  a  discount  of  26  cents  per 
month  for  prompt  payment  was  not  juatiflable;  that  under  a  modific«ti<Hi 
of  the  proposed  schedule  in  which  the  rate  for  individual  line  businesB 
etationa  would  be  $33.00  per  annum,  eabject  to  a  diacoont  of  26  eenta  per 
month  for  prompt  payment,  the  operating  revenues  would  be  increased 
approximately  $2,478; 

That  including  a  proper  allowance  to  provide  an  adequate  reserve  for 
depreeiation  as  determined  by  the  Commission,  the  modified  schedule  of 
rates  would  insure  a  return,  over  all  operating  expenses,  of  approximately 
$4,006,  about  6.7  per  cent-on  the  value  of  the  property  as  found  by  the 
Commission ;  therefore,  the  proposed  rates  as  modified  should  be  authorized. 

Opinion  and  Obdbb. 

A  revised  schedule  of  rates  for  telephone  service  in 
Jerseyville,  county  of  Jersey,  and  vicinity,  having  been 
filed  by  the  Jerseyville  Telephone  Company,  and  a  hearing 
before  the  Commission  on  the  matter  being  necessary,  an 
order  was  entered,  suspending  the  placing  in  effect  of  the 
proposed  rates  until  March  30, 1919.  The  present  rates  are 
as  follows : 

Per^imtm 

Individual  line  business  stations $24  00 

Individual  line  residence  stations 18  00 

Rural  multi-party  line  stations,  10  ^tions 18  00 

Two-party  selective  signalling  for  town  subscribers  near  uty 

limits 18  00 

Extension  telephones,  business 12  00 

Extension  telephones,  residence    9  00 

The  schedule  filed  proposes  to  discontinue  the  present 
rates,  and  to  establish  in  lieu  thereof,  the  following: 
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IndividoRl  line  bnMneBS  stations $36  00 

Two-party  line  bnsiness  stations 33  00 

Indindnal  line  reddence  stations 27  00 

Two-party  line  residence  stations 21  00 

Extension  telephones,  business  or  residenc« S  00 

Extension  bells,  bnsiness  or  residence 6  00 

Extra  listing  in  directory,  bosiness  or  residence 12  00 

Rural  multi-party,  metallic  line  residence  stations '.  21  00 

Rural  multi-party,  grounded  line  residence  stations 13  00 

Rnral  subscribers  owning  and  maintaining  their  lines  and  tele- 
phone and  eonnectii^  with  the  lines  of  the  company  at  the 

exchange  limits  4  00 

All  rat«9  are  subject  to  a  discount  of  26  cents  per  month  if  paid  on  or 
before  the  fifteenth  of  the  month  in  which  the  service  is  rendered. 

The  matter  came  on  for  hearing  before  the  Commission 
on  October  2&,  1918.  The  Jeraeyville  Telephone  Company- 
was  represented  by  0.  M.  Burgess,  no  objectors  to  the  pro- 
posed rates  appearing.  Petitioner  introduced  as  exhibits 
an  inventory  and  appraisal  of  plant,  annual  revenue  and 
expense  statements  for  the  years  1917  and  1918,  and  proof 
of  publication  of  a  notice  of  intention  to  apply  for  authority 
to  advance  rates.  Testimony  oifered  tends  to  show  that  the 
rates  now  in  effect  do  not  provide  sufficient  revenue  to  cover 
operating  expenses,  provide  adequate  reserve  against 
depreciation,  and  pay  a  reasonable  return. 

On  August  1,  1918,  the  company  was  furnishing  service 
to  telephone  stations  classified  and  distributed  as  follows : 

Individual  line  business  stations 112 

Two-party  line  business  stations 8 

Individual  line  residence  stations : 286 

Two-party  line  residence  stations 160 

Extension  telephones  (leas  bell) 30 

Eztenuon  bells    6 

Rural  multi-party,  metallic  line  residence  stations 250 

Rural  multi-party,  grounded  line  residence  stations 13 

Rural  switching  service  stations 74 

The  plant  is  of  the  eomnioii  battery  type  with  magneto 
service  to  rural  subscribers'  stations. 
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The  inventory  submitted  has  been  checked  by  the  Com- 
misaion's  engineers  and  the  checked  inventory  appraised. 
The  reproduction  cost  new,  using  average  prices  for  labor 
and  material,  based  upon  the  five-year  period,  1912  to  1916 
inclusive,  and  including  the  present  stock  of  materials  and 
supplies,  is  $75,293.  The  reproduction  cost  new,  less  depre- 
ciation, and  including  the  present  stock  of  materials  and 
supplies,  is  $60,028. 

In  connection  with  the  inventory  of  the  physical  portion 
of  the  plant,  the  Commission  assigned  normal  lives  to  its 
several  component  parts.  These  show  that  the  value  of  the 
normal  depreciation  occurring  in  the  entire  physical  portion 
of  the  plant  is  approximately  $4,605.  The  average  operating 
expense  for  the  years  1917  and  1918,  including  an  average 
annual  allowance  of  $4,383,  made  by  petitioner  to  provide 
a  reserve  against  depreciation,  is  $14,415.  The  average 
annual  operating  revenue  for  the  same  period,  including 
$1,908,  toll  revenue,  is  $16,165.  Including  an  allowance 
adequate  to  provide  a  reserve  for  depreciation,  as  fixed  by 
the  Commission,  the  average  operating  result  for  the  years 
1917  and  1918  is  a  net  income  of  $1,528. 

After  carefully  considering  the  method  of  appraising  the 
plant,  taking  into  consideration  every  fact  and  circumstance 
bearing  upon  its  value,  making  due  allowance  for  the  neces- 
sary working  capital  and  including  present  stock  of 
materials  and  supplies,  the  Commission  is  of  the  opinion, 
and  finds,  that  a  fair  value  of  the  property  used  and  useful 
in  furnishing  telephone  service  in  Jerseyville  and  vicinity, 
and  the  business  attached  thereto,  including  every  element 
of  value,  tangible  and  intangible,  for  rate-making  purposes, 
is  at  least  $70,000,  as  of  August  1, 1918. 

The  Commission  is  also  of  the  opinion,  and  finds  after 
careful  consideration,  that  an  annual  allowance  of  $4,500 
plus  6  per  cent,  of  the  cost  of  all  additions  made  in  the 
future,  should  be  set  aside  annually  to  provide  a  reserve 
for  depreciation. 
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Should  the  present  number  of  subscribers'  stations  be 
maintained,  classified  and  distributed  in  accordance  with 
the  proposed  rate  schedule,  the  present  annual  operating 
revenue  will  be  increased  approximately  $2,814.  An 
increase  in  the  rate  for  individual  line  business  stations,  as 
proposed,  from  the  present  rate  of  $24.00  per  annum  to  the 
proposed  rate  of  $36.00  per  annum,  subject  to  a  discount  of 
25  cents  per  month  for  prompt  payment,  is  not  justifiable 
in  the  view  of  the  Commission  and  should  not  be  allowed. 
Under  a  modification  of  the  proposed  schedule,  in  which  the 
rate  for  individual  line  business  stations  is  $33.00  per 
annum,  subject  to  a  discount  of  25  cents  per  month  for 
prompt  payment,  and  in  which  tlie  present  number  of  sub- 
scribers' stations,  classified  and  distributed  in  accordance 
with  the  said  modification  of  the  proposed  schedule,  is  main- 
tained, will  increase  the  present  annual  operatin;^  revenue 
approximately  $2,478. 

Including  a  proper  allowance  to  provide  an  adequate 
reserve  for  depreciation,  as  determined  by  the  Commission, 
this  will  insure  a  return  over  all  operating  expenses  of 
approximately  $4,006,  which  is  5.7  per  cent,  per  annum  on 
the  value  of  the  property  fixed  by  the  Commission  as  a 
basis  for  rate-making  as  of  August  1, 1918. 

/(  is,  therefore^  ordered  hy  the  Public  Utilities  Commis- 
sion of  Illinois,  as  follows : 

Section  1.  That  the  proposed  rates  for  telephone  service 
in  Jerseyvilie,  and  vicinity,  stated  in  Bate  Schedule  I.  P.  U. 
C.  1,  of  the  Jerseyvilie  Telephone  Company  be,  and  the 
same  are,  hereby  permanently  suspended. 

Section  2.  That  the  Jerseyvilie  Telephone  Company  be, 
and  the  same  is,  hereby  authorized  to  discontinue  the  sched- 
ule of  rates  now  in  effect  in  Jerseyvilie,  and  vicinity,  and  to 
substitute  therefor  the  following  modification  of  the  pro- 
posed schedule : 
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Individual  tine  business  Btations (33  00 

Two-party  line  bnsiness  stations 30  00 

Individoal  line  re«dence  stations 27  00 

Two-party  line  residence  stations 21  00 

Extension  telephones,  business  or  residence 9  00 

Extension  bells,  bnsinesa  or  residence 6  00 

Extra  listing  in  directory,  bnsiness  or  residence 12  00 

Bond  multi-party,  metallic  line  residence  stations 21  00 

Rural  multi-party,  groonded  line  residence  stations 13  00 

Rural  subscribers  owning  and  maintaining  their  lines  and  tele- 
phones and  eonnectii^  with  the  lines  of  the  company  at  the 

I  limits  4  00 


AU  rates  are  subject  to  a  discount  of  25  cents  per  month  if  paid  on  or 
before  the  fifteenth  of  the  month  in  which  the  service  is  rendered. 

Section  3.  That  the  Jerseyville  Telephone  Company  set 
aside  annually,  as  a  reserve  against  depreciation,  $4,500 
pins  6  per  cent,  of  the  cost  of  all  annual  additions  made  to 
the  plant  in  the  fntnre. 

Section  4.  That  the  schedule  of  telephone  rates  author- 
ized herein  shall  he  filed,  posted,  and  published  by  petitioner 
in  conformity  with  Section  34  of  an  Act  to  Provide  for  the 
Regulation  of  Public  Utilities  now  in  effect  in  Illinois,  and 
with  (General  Order  No.  28  (Conference  Ruling  No.  23)'  of 
the  Public  Utilities  Commission  of  Illinois ;  that  it  shall  be 
designated  as  I.  P.  U.  C.  2,  and  shaU  become  effective  Jan- 
uary 15, 1919. 

By  order  of  the  Commission  at  Springfield,  Illinois,  this 
twenty-second  day  of  January,  1919. 


'  See  Commission  Leaflrt  No.  54,  p.  21. 
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AMPLICATION  OF  Illinois  Independent  T.  Assoc,  et  al.    913 
.  L.  871 

In  re  Appijcation  ok   Illinois  Independent  Telephone 
Association  et  al.,  fob  Authority  to  Incmiasb  Bates. 

Case  No.  8694. 

Decided  January  2Z,  1919. 

IncmM  in  Bates  Antborized  —  Diwonnt  for  Prompt  Pvnunt  Eqwd  to 
Increwa  In  Kates  Aathorlsed. 

Opinion  and  Order. 

A  joint  petition  filed  by  the  Ulinois  Independent  Tele- 
phone Association  and  individual  member  companies  join- 
ing therein,  asks  for  the  issuance  of  an  order  authoriziag 
the  placing  in  effect  of  a  uniform  increase  by  the  designated 
telephone  companies  of  2d  cents  per  month  for  each  class 
of  service  furnished  in  each  case,  provided  that  a  discount 
of  25  cents  per  month  be  made  in  every  case  when  rentals 
are  paid  on  or  before  the  fifteenth  day  of  the  month  in  which 
the  service  is  rendered. 

The  individual  companies  in  whose  behalf  the  Illinois 
Independent  Telephone  Association  filed  this  petition  are 
as  follows: 

CheBter6eld  Telephone  and  Tel^i&ph  Company Chesteffldd. 

Colfax  Tdepbone  Company Colfax. 

Deer  Creek  Telephone  £xcbange Deer  Creek. 

Eureka  Telephone  Company , Gnreka. 

Farmers  Telephone  Company -. Oarlock. 

Qreennp  Telephone  Company Qreennp, 

Hoopeston  Telephone  Company Hoopeston. 

Uenard   Telephone    Company '. Qreenview. 

Piatt  County  Telephone  Company Monticello. 

Pitcher  Telephone  Company ^  Warren. 

Rock  River  Telephone  Company Rochelle. 

Schnyler  Telephone  Company Rushville. 

Sheldon  Home  Telephone  Company '. . .  .    Sheldon. 

SolliTan  Home  Telephone  Company Snllivan. 

The  matter  came  on  for  hearing  before  the  Commission 
on  December  3,  1918,  the  association  and  designated  con- 
stituent companies  being  represented  by  Hon.  O.  F.  Berry, 
no  objectors  appearing. 
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Evidence  offered  tends  to  show  that  the  average  expense 
of  oi)eration,  due  to  present  abnormal  conditions,  has  been 
materially  increased,  and  that  such  an  increase  in  operating 
expense  renders  necessary  the  establishment  of  some 
method  by  means  of  which  collections  may  be  effected  more 
promptly. 

The  evidence  also  tends  to  show  that  the  effect  of  similar 
provisions  placed  in  effect  by  telephone  companies  under 
authorization  of  the  Commission's  order  7337'  has  been 
to  expedite  the  collection  of  telephone  rentals,  and  that 
telephone  subscribers,  almost  without  exception,  take  advan- 
tage of  the  discount  terms  and  niake  prompt  payment.  It 
is  evident  that  when  telephone  subscribers  do  take  advan- 
tage of  such  discount,  that  the  net  rates  paid  by  such  sub- 
scribers for  service  are  not  increased. 

Testimony  offered  further  tends  to  show  that  in  cases 
where  a  discount  arrangement  is  not  in  effect,  collections 
are  likely  to  be  delayed,  and  that  the  expense  of  making 
delayed  collections  constitutes  a  substantial  addition  to  the 
total  expense  of  operating  the  property. 

After  a  careful  consideration  of  the  record  in  the  case, 
the  Coimnission  is  of  the  opinion,  and  finds,  that  the  pro- 
posed increase  of  25  cents  per  month  per  station,  in  the 
case  of  the  companies  joining  in  the  petition  herein,  is 
justified,  provided  that  said  increase  of  25  cents  per  month 
per  station  is  made  contingent,  iYi  every  case,  upon  an  allow- 
ance of  25  cents  per  month  per  station,  when  rentals  are 
paid  on  or  before  the  fifteenth  day  of  the  month  in  which 
the  service  is  rendered. 

The  Commission  further  finds  that  the  rate  schedule  of 
the  Hoopeston  Telephone  Company,  a  petitioner  herein, 
now  on  file,  provides  for  a  discount  of  25  cents  per  station 
per  month  on  all  rates  when  payment  is  made  on  or  before 
a  designated  time,  that  such  discount  feature  of  the  rate 
schedule  is  now  in  effect,  and  that  tlie  prayer  of  the  Hoopes- 
ton Telephone  Company,  one  of  the  petitioners  herein, 
should,  for  that  reason,  be  denied. 


"  See  Commissinn  LpjiHet  No.  77,  p.  944. 
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It  is,  therefore,  ordered,  That  the  following  member  com- 
panies of  the  Illinois  Independent  Telephone  Association: 

Chesterfield  Telephone  and  Tel^raph  Company Chesterfield. 

Colfax   Telephone   Company Colfax. 

Deer  Creek  Telephone  Exchange Deer  Creek. 

Boreka  Telephone  Company Eureka. 

Farmers  Telephone  Company Carlock. 

Greenup  Telephone  Company Greenup. 

Menard    Telephone    Company Greenview. 

Piatt  County  Telephone  Company SIoutic«lIo. 

Pitcher  Telephone  Company Warren. 

Pittsfield   Telephone   Exchange Pittsfleld. 

Etock  River  Telephone  Company Rochelle. 

Schuyler  Telephone  Company RushvilLe. 

Sheldon  Home  Telephone  Company Sheldon. 

Sullivan  Home  Telephone  Company Sullivan. 

be,  and  the  same  are,  hereby  authorized  to  place  in  effect 
an  increase  of  25  cents  per  month  per  telephone  station, 
in  each  and  every  telephone  rate  now  established,  in  the 
several  exchanges  operated,  upon  the  following  conditions, 
and  not  otherwise,  to-wit : 

The  increase  in  telephone  rates  authorized  herein  shall 
he  made  subject  to  the  establishment  of  a  discount  of  25 
cents  per  station  per  month,  provided  that  the  service  is 
billed  in  advance  and  the  monthly  reiital  is  paid  on  or  before 
the  fifteenth  day  of  the  month  in  which  it  is  rendered. 

/(  is  further  ordered,  That  the  petition  of  the  Hoopeston 
Telephone  Company  herein,  be,  and  the  same  is,  hereby 
dismissed. 

It  is  further  ordered,  That  the  telephone  companies, 
herein  authorized  to  place  in  effect  an  increase  of  25  cents 
per  station  per  month,  with  like  discount  allowance  for 
prompt  payment,  under  the  conditions  herein  stated,  shall 
file,  post  and  publish,  in  conformity  with  Section  34  of  an 
Act  to  Provide  for  the  Regulation  of  Public  Utilities,  now 
in  effect  in  Illinois,  and  with  General  Order  No.  28  (Con- 
ference Ruling  No.  23)'  of  the  Public  Utilities  Commission 

•  See  Commission  Leaflet  No.  54,  p,  21. 
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of  Illinois,  a  schednle  of  the  rates  herein  aathorized  for 
telephone  service,  and  that  sach  increased  rates  shall 
become  effective  upon  the  filing  of  the  revised  schednle 
with  the  Commission,  but  in  no  event  prior  to  February  1, 
1919. 

By  order  of  the  Conunission,  at  Springfield,  Illinois,  this 
twenty-second  day  of  January,  1919. 


tPL 


In  re  Application  of  Flag  Center  Telephone  Company 
FOR  Authority  to  Increase  Rates. 

Case  No.  8306. 

Decided  January  S3,  1919. 

JncTMM  in  Par^  Una  Kates  Aathoiiwd  —  Allomuica  of  |1,000  Phu 

6  Per  Omt.  of  all  Fntni«  Annual  Addltiou,  for  Rsaerra  for 

D«pr»clatioa,  Ordored  Set  Aalde. 

AppUdant  sought  authority  to  increase  its  party  line  rates  from  $12.00 
to  $15.00  per  year. 

The  Commission  found  that  the  fair  value  of  the  property  for  rate- 
mahii^  pnrpOBCB  was  $11,760,  that  the  annual  pbysieal  depreciation  of 
the  plant  waa  $1,161;  that  the  average  operating  ezpeneea  for  the  years 
1916  and  1917  were  $2,008,  while  the  average  operating  revenue  for  the 
same  period  waa  $2,697;  that  should  the  present  number  of  subscribers 
be  muntaiued  the  proposed  rates  would  increase  annual  revenues  approxi- 
mately 9646. 

Held:  That  applicant  should  be  authorized  to  pat  into  effect  the  pro- 
posed rates  as  the  earnings  therefrom  after  providing  for  resOTVe  for 
depreciation  would  yield  about  2.8  per  cent,  for  return  on  investment; 

That  applicant  should  set  aside  annually  to  provide  a  reserve  against 
depreciation  not  lees  than  $1,000,  plus  6  per  cent,  of  the  coat  of  all  fntnre 
additions  to  the  plant. 

Opinion  and  Obdeb. 
The  application  filed  herein  sets  forth  that  petitioner  is 
a  public  utility,  engaged  in  the  operation  of  a  telephone 
system  in  Flag  Center,  county  of  Ogle,  and  vicinity,  and 
that  as  such  public  utility  it  is  subject  to  the  provisions  of 
an  Act  to  Provide  for  the  Regulation  of  Public  Utilities. 
Authority  is  asked  to  discontinue  the  present  schedule  of 
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rates  and  substitute  another  therefor.    The  present  and 
proposed  schedules  of  rates  are  as  follows : 

ArmnalRatea 
Prtsant        Propoted 
Party  line  tdepboues fI2  00  «15  00 

Rentals  payable  monthly  in  iidvanee  for  month  in  which  serrica  is 
rendered. 

The  matter  came  on  for  hearing  before  the  Commission 
on  September  10, 1918.  The  Flag  Center  Telephone  Com- 
pany was  represented  by  J.  C.  Babcock,  president,  and 
George  W.  King,  no  objectors  appearing.  Petitioner  sub- 
mitted proof  of  publication  of  notice  of  intention  to  apply 
for  authority  to  increase  rates,  and  stipulated  that  the 
annual  reports  now  on  file  with  the  Conunission  be  made 
part  of  the  record. 

The  service  furnished  is  exclusively  party  line  and  there 
are  214  subscribers. 

The  plant  is  of  the  magneto  type,  all  lines  being  metallic 
circuits  except  four. 

An  inventory  and  appraisal  of  the  plant  involved  was 
made  by  the  Commission's  engineers.  The  reproduction 
cost  new,  using  average  prices  for  labor  and  material,  for 
the  five-year  period,  1912  to  1916,  inclusive,  and  including 
the  present  stock  of  materials  and  supplies,  is  $16,740,  and 
the  reproduction  cost  new,  less  depreciation,  is  $9,562. 

After  carefully  considering  the  method  of  appraising  the 
plant,  taking  into  consideration  every  fact  and  circumstance 
bearing  upon  its  value,  making  due  allowance  for  the  neces- 
sary working  capital,  and  including  the  present  stock  of 
materials  and  supplies,  the  Commission  is  of  the  opinion, 
and  finds,  that  a  fair  value  of  the  property,  used  and  useful, 
in  furnishing  telephone  service  in  Flag  Center  and  vicinity, 
and  the  business  attached  thereto,  including  every  element 
of  value,  tangible  and  intangible,  for  rate-making  purposes 
as  of  November  1,  1918,  is  at  least  $11,750. 

In  connection  with  the  inventory  of  the  physical  portion 
of  the  plant,  the  Commission  assigned  normal  lives  to  its 
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I 
several  component  parts.    From  these  normal  lives  the 
value  of  the  aiinnal  depreciation  now  occurring  in  the  entire 
physical  piortion  of  the  plant  was  found  to  be  $1,161. 

-The  average  annual  operating  expense,  exclusive  of 
depreciation,  taken  from. annual  reports  on  file  with  the 
Commission  for  the  years  1916  and  1917,  is  approximately 
$2,008.  The  average  annual  operating  revenue,  for  the 
same  period,  is  approximately  $2,697.  Should  the  present 
number  of  subscribers  be  maintained,  with  the  proposed 
rates,  the  increase  in  annual  revenue  will  be  approximately 
$645.  After  careful  consideration,  the  Commission  is  of 
the  opinion,  and  finds,  that  an  annual  allowance  of  $1,000, 
plus  6  per  cent,  of  the  cost  of  all  future  annual  additions 
to  the  plant,  will  provide  an  adequate  reserve  for  deprecia- 
tion. The  average  net  income  for  1916  and  1917,  after 
making  annual  allowance  of  $1,000,  to  provide  a  reserve 
for  depreciation  and  including  the  probable  increase  due  to 
the  proposed  rates,  is  $173.*  This  is  a  return  of  2.8  per  cent, 
per  annum  on  the  fair  value  of  the  property  for  rate-making 
purposes  as  of  November  1,  1918,  as  determined  by  the 
Commission. 

In  view  of  all  the  facts,  the  Commission  is  therefore  of 
the  opinion,  and  finds,  that  the  proposed  schedule  of 
increased  rates  is  justified. 

It  is,  therefore,  ordered  hy  the.  Public  Utilities  Commis- 
sion of  Illinois,  as  follows: 

Section  1.  That  the  Flag  Center  Telephone  Company  be, 
and  the  same  hereby  is,  authorized  to  discontinue  the  rate 
now  in  effect  in  Flag  Center  and  vicinity,  and  to  substitute 
therefor  the  following : 

Annual  Rate* 
Party  line  telephones,  per  stntion $15  00 


Section  2.  That  the  Flag  Center  Telephone  Company  set 
aside  annually,  to  provide  a  reserve  against  depreciation, 


•An  error  is  apparent. 
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not  less  than  $1,000,  plus  6  per  cent,  of  the  cost  of  all  future 
annual  additions  to  the  plant. 

Section  3.  That  the  schedule  of  rates  authorized  herein 
ahall  be  filed,  posted,  and  published  by  the  Flag  Center 
Telephone  Company  in  conformity  with  Section  34  of  an 
Act  to  Provide  for  the  Regulation  of  Public  Utilities,  now  in 
effect  in  Illinois,  and  with  General  Order  No.  28  (Confer- 
ence Ruling  No.  23)"  of  the  Public  Utilities  Commission  of 
Illinois,  and  that  it  shall  be  known  as  I.  P.  U.  C.  1,  and  shall 
become  effective  as  of  February  1,  1919. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
twenty-third  day  of  January,  1919. 


In  re  Proposed  Increase  in  Rates  of  Receivers,  Central 
Union  Telephone  Company. 

Case  No.  8482. 

Decided  January  S3,  1919. 

Increue  in  IUt«s  Authorised —  AUowance  for  Reaeire  for  Depreciation 
Ordeied  Hade. 

Receivers,  Central  Union  TeWplione  Company  Gled  a  revised  sciiedule 
of  rates  for  telephone  service  in  Vandatia  and  vicinity.  This  schedule 
of  rates  had  been  suspended  until  January  28,  1919,  pending  a  hearing 
on  the  niattnr  before  the  Commission. 

The  Commission's  engineers  found  that  the  reproduction  cost  new 
based  upon  average  prices  for  the  ftve-ycar  period,  1912  to  1916,  was 
$43,261,  and  that  the  reproduction  cost  new  [ess  depreciation,  including 
the  present  stock  of  materials  and  supplies,  was  $38,532,  In  this  valua- 
tion the  Commission's  engineers  excluded  all  toll  plant  and  all  items,  the 
principal  use  of  which  was  devoted  to  toll  service. 

Held:  That  nft«r  considering  carefully  the  method  of  appraising  the 
plant,  taking  into  consideration  every  fact  and  circumstance  bearing  upon 
its  value,  making  due  allowani-e  for  the  necessary  working  capital  and 
including  present  stock  of  materials  and  supplies,  the  fair  value  of  the 
property  used  and  useful  in  furnishing  telephone  service  in  Vandalia  and 


*  See  Commission  Leaflet  No.  54,  p.  ! 
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Ttcinity  and  the  boeiness  attached  thereto,  including  every  element  of 
value,  tangible  and  intangible,  for  rate-making  purposes,  was  at  least 
$44,&60  as  of  June  1, 1918; 

That  after  considering  carefully  the  matter  and  giving  due  wei^t  to 
every  factor  affecting  the  probable  increase  in  revenue,  provided  the  pro- 
posed rates  were  placed  in  effect,  and  making  dae  allowance  for  a  rea- 
atmable  reduction  iu  the  number  of  snbBeribers'  stations,  the  proposed 
rates  would  produce  a  net  increase  of  about  $2,434; 

That  including  in  operating  expenses  an  allowance  of  $2,872  for  reserve 
for  depreciation,  the  net  increase  would  assure  a  net  return  over  all 
operatii^  expenses  of  approximately  $976,  which  would  be  approzimatdy 
2.1  per  cent,  on  the  fair  value  of  the  property  as  found  by  the  Commiawon; 

That  applicant  should  be  authorised  to  put  the  proposed  rates  into 
effect; 

That  applicant  should  set  aside  annually  as  a  reserve  for  depredation, 
a  sum  sufficient  to  cover  the  actual  depreciation  accruii^  in  the  prop^rfy. 

Opinion  and  Obdbr. 
A  revised  schedule  of  rates  for  telephone  service  in 
Vandalia,  Fayette  County,  and  vicinity,  having  been  filed 
by  David  B.  Forgan,  Edgar  S.  Bloom  and  Frank  F.  Fowle, 
Bleceivers,  Central  Union  Telephone  Company,  and  a  hear- 
ing before  the  Commission  on  the  matter  being  necessary, 
an  order  was  entered  suspending  the  placing  in  effect  of  the 
proposed  rates  until  January  28,  1919.  The  present  rates 
in  Vandalia  and  vicinity  are  as  follows : 

Annual  S<Ues 

Individual  business  stations '• $30  00 

Individual  residence  stations 18  00 

Two-party  business  stations 24  00 

Two-party  residence  stations  15  00 

Rural,  twenty-party  business  stations 18  00 

Rural,  twenty-party  residence  stations 12  00 

Extension  telephones,   business    12  00 

Extens'.on  telephones,  residence 6  DO 

Extension  bell,  business 3  00 

Extension  bell,    residence    3  00 

Extension  6-incb  gong,  boainess  6  00 

Extension  6-inch  gong,  residence 6  00 
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Annwd  Bates 
PriTsto  Branch  Exchange  —  N«.  1 :  Buaineas       Residence 
Switchboard  with  operator's  set  for  each  posi- 
tion   $12  00  $12  00 

Generator  circuit  where  total  annual  rental  ia 

less  than  $160 20  00  18  00 

Tmnk,     two-way      (minimiun     installation     1 

tmnk)    30  00  18  00 

Station   (within  same  premises,  minimnm  in- 
stallation 5  stations) 12  00  12  OO 

Private  Branch  Exchange  —  No.  2: 

Trunk,  two-way. ; 30  00  18  00 

Station    (within   same   premises,   minimum   5, 

maximum  10  stations) 12  00  12  00 

Private  Branch  Exchange  —  Hotel : 

Switchboard  with  operator's  set  for  each  posi- 
tion      6  00     

Generator  circuit  where  total  annual  revenue 

is  less  than  $130 30  00     

Trunk,  two-way   30  00     

Trunk,  two-w^,  meaanred  service Nochai^^     

Minimom  installation,  two  trunks.  Addi- 
tional measured  trunks  furnished  in  ac- 
cordance with  requirements  of  the  serv- 
ice as  determined  by  studies  made  by  this 
ccHupany.  Measured  service  messages  at 
5  cents  each. 
Station  (within  same  premises,  minimnm  in- 
stallation 20  stations) 5  00     -. . . 

Private  Branch  Exchange  —  Hospit^s  and  Dor- 
mitories, such  as  Y.  M.  C.  A.,  Y.  W.  C.  A., 
and  School  Dormitories: 
Switchboard  with  operator's  set  for  eaeh  posi- 
tion     6  00     

Batter;  eireuit  where  total  annual  revenue  is 

less  than  «150 

Generator  circuit  where  total  annual  revenue  is 

less  than  $160 

Trunks,  two-way 

Station    (within  same  premises,  minimum  in- 
stallation 20  stations  and  two  trunks) 

Note:  An  annual  charge  of  $7.50  for  each  quarter  tnile  or  fraction 
thereof  will  be  made  for  circuits  to  connect  extensions  or  stations  located 
in  different  premises  from  the  main  telephone  or  switchboard.  By  prem- 
ises is  meant  under  the  same  roof  or  on  the  same  lot,  provided  no  pole 
or  onder^Tound  conduit  has  to  be  used  to  connect  the  stations. 


24  00 


24  00 
24  OO 


5  00 
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Annual  Rales 
Btuineu  or 
Baidenee 
Extra  mileage  —  Line  Extending  beyond  the  Established  Ex- 
change Area,  the  Boundaries  of  Which  are  the  City 
Limits: 

Individual  line,  per  quarter  mile  or  fraction  thereof,  pi^r 
station    $6  00 

Two-party  line,  per  quarter  mile  or  fraetion  thereof,  per 
station   3  75 

Ponr-party  line,  per  quarter  mile  or  fraction  thereof,  per 
station    2  25 

Two-party  service  beyond  the  established  exchange  area 
will  be  furnished  only  when  two  parties  ontside  said 
area,  but  within  one-quarter  mile  of  each  other,  are 
actually  connected  at  the  two-party  rate. 

Four-party  service  beyond  the  established  exchange  area 
will  be  furnished  only  when  at  least  three  parties'  out- 
side said  area,  who  are  within  a  radius  of  one-qaart«r 
mile  of  each  other,  are  actually  connected  at  the  four- 
party  rate. 

Public  Telephones: 

Local  calls  5  cents  each  for  a  tive-minnte  )>enod,  or  frac- 
tion thereof,  and  5  cents  for  each  additional  five  ntin- 
utes,  or  fraction  thereof. 
Switching  service,  lines  only  owned  by  rural  subscribers,  i>er 

station    3  00 

Churches,  Hospitals  and  Other  Charitable  Institutions  not 
Supported  by  Public  Taxation  : 

Individual    line   stations 18  00 

Two-party   line  stations 12  00 

Extension  telephones  within  same  premises 6  00 

Trunk  Connecting  two  Private  Branch  Exchange  Switch- 
boards: 

First  mile,  or  fraction  thereof,  by  route  of  wire 40  00 

For  each  additional  quarter  mile,  or  fraction  thereof. ...  10  00 
Private  Line  (Including  Terminal  Instruments); 

First  mile,  or  fraction  thereof,  by  route  of  wire 40  00 

For  each  additional  quarter  mile,  or  fraction  thereof 10  00 

For  each  additional  instrument 5  00 

Extra  receiver  1  00 

Extra  operator's  head  set  with  breast-plate  transmitter 3  50 

Extra  listing  in  directory 6  00 
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The  schednle  filed  proposes  to  discontinue  the  rates  now 
in  effect  and  to  establish,  in  lieu  thereof,  the  following: 

Annual  Rates 

Individn&l  business  stations  $36  00 

Individual  residt^nce  atntions 21  00 

Two-party   business    stations 30  00 

Two-party  residence  stations 18  00 

Rural,  ten-party  business  stations 2400 

Rural,  t«n-pBrty  residence  stations 18  00 

Extension  t«)epbones,    business    12  00 

Extension  telephones,  residence  6  00 

Extens-.on  bell,  business 3  00 

Extension  bell,  residence 3  00 

Extension  6-inch  gong,  business 6  00 

Extension  6-inch  gong,  residence 6  00 


Annual  Rates 
Business       Residence 
Private  Braneh  Exchange,  Unlimited: 

Cordless  board,  1  operator's  station,  1  trunk 
and  2  stations  (maxinium  3  trunks  and  7 

stations)  $96  00  $81  00 

Each  additional  sUtion 12  00  12  00 

Cord  board  (not  exceeding  30  jaeks),  operat- 
or's set,  2  trunks  and  2  stations 144  00  114  00 

Each  additional  station 12  00  12  00 

Private  Branch  Exchange,  Unlimited,  for  Hotels, 
Hospitals,  and  Dormitories,  such  as  Y.  M. 
C.  A.,  Y.  W.  C.  A.,  and  School  Dormitories: 

Switchboard  (not  exceeding  30  jacks),  op- 
erator's set,  2  tranks,  20  stations 220  00     

Each  additional  station .  ..^ '. 5  00      

Private  Branch  Exchange  Ko  2,  Unlimited : 
One  trunk  and  5  stations   (maximum  10  sta- 
tions)             132  00  117  00 

Each  additional  station.. 18  00  18  00 

Note:  An  annual  charge  of  $7.50  for  each  quarter  mile  or  fraction 
thereof  will  be  made  for  circuits  to  connect  extensions  or  stations  located 
in  different  premises  from  the  main  telephone  or  switchboard.  By  prem- 
ises is  meant  under  the  same  roof  or  on  the  same  lot,  provided  no  pole 
or  underground  conduit  has  to  be  used  to  connect  the  stations. 
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Private  Branch  Exchange,  Additional  -  Equip- 
ment: 

Each  additional  strip  of  10  jacks 

'  Each  additional  tmnk 

Battery  circnit  or  generator  circuit  where  total 
annnal  ezchai^ie  revenue  is  less  than  $150, . 
Extra  Mileage,  Line  Extending  bejond  the  Estab- 
lished  Exchai^   Area,    the    Boundaries   of 
Which  are  the  City  Limits : 
Individnal  line,  per  quarter  mile,  or  fraction 

thereof,  per  station 

Two-party  line,  per  quarter  mile,  or  fraction 

thereof,  per  station 

Two-party  service  beyond  the  established  ex- 
change area  will  be  furnished  only  when  two 
parties  outside  said  area,  but  within  one- 
quarter  mile  of  each  other,  are  actually  con- 
nected at  the  two-party  rate. 
Public  Telephones: 

Local    calls   6    cents    each    for    a    flve-minnte 
period,  or  fraction  thereof,  and  S  cents  for 
each   additional   five   niinates,    or   fraction 
thereof. 
Switching  service,  lines  only  owned  by  rural  sub- 
scribers, per  station 

Churches,  Hospitals,  and  Other  Charitable  In- 
stitutions, not  Supported  by  Public  Taxa- 
tion: 

Individual  line  stations 

Two-party  line  stations 

Exten«on  telephones  within  same  premises... 
Trunk    Connecting    Two    Private    Branch    Ex- 
change Switchboards: 
First  mile,  or  fraction  thereof,  by  route  of  wire. 
For  each  additional  quarter  mile,  or  fraction 

thereof 

Private  Line,  (Including  Terminal  Instruments) : 
First  mile,  or  fraction  thereof,  by  route  of  wire. 
For  each  additional  quarter  mile,  or  fraction 

thereof   

For  each  additional  instrument 

Extra  receiver  

Extra  operator's  head  set  with  breast-plate  trans- 
mitter  

Extra  listing  in  directory 


BveinetB       ReBide»ee 


$6  00 
42  00 


C6  00 
27  00 


6  00 

21  00 
18  00 
6  00 

40  00 

10  00 

40  00 

10  00 
6  00 
1  00 

3  50 
6  00 
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The  matter  came  on  for  hearing  before  the  Commission  - 
on  September  18, 1918.  The  Receivers,  Central  Union  Tele- 
phone Company  were  represented  by  0.  E.  Burgess,  com- 
merraal  engineer;  the  city  of  Vandalia,  objector,  was  rep- 
resented by  J.  M.  Albert.  The  petitioner  introdnced,  as 
exhibits,  an  inventory  and  appraisal  of  plant,  annual  reve- 
nue and  expense  statements  for  the  three  years  ending 
December  31, 1915, 1916  and  1917,  respectively;  a  statement 
of  revenue  for  the  year  ending  June  30,  1918,  and-  proof  of 
publication  of  a  notice  of  intention  to  apply  for  an  advance 
in  rates.  Testimony  offered  tends  to  show  that  the  rates 
now  in  effect  do  not  provide  silfficient  revenue  to  cover 
operating  expenses,  provide  adequate  reserve  against 
depreciation,  and  pay  a  reasonable  return. 

On  June  30,  1918,  the  company  was  furnishing  service 
to  telephone  stations  classified  and  distributed  as  follows: 

TABLE- I. 

Telephone  Stations.  Rate 
BtwweM:                                                                           Stations    Per  Annum 

Individual  line 23  $30  00 

Two-party  line 92  24  00 

ExtensioD  sets   .    13  12  00 

Rnral  1  18  00 

Residence: 

Individual  line 10  18  00 

Two-partT  line 231  15  00 

ErtOTBion  sete  20  6  00 

Rnral  line 164  12  00 

Pay  stations 5     

Service  stations 36  300 

The  plant  is  of  the  magneto  type,  with  metallic  circuits 
to  all  Bubscri^rs,  and  switching  service  is  furnished  to 
several  metallic  rural  circuits. 

The  inventory  submitted  has  been  carefully  cheeked  by 
the  Commission's  engineers  and  the  checked  inventory 
appraised.  The  reproduction  cost  new,  exclusive  of  all  toll 
plant,  using  average  prices  for  labor  and  material,  based 
upon  the  five-year  period,  1912  to  1916,  inclusive,  and  includ- 
ing the  pr'esent  stock  of  materials  and  supplies,  is  $43,261. 
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The  reproduction  cost  new,  less  depreciation,  exclusive  of 
all  toll  plant,  and  including  the  present  stock  of  materials 
and  supplies,  is  $38,532. 

The  reproduction  cost  new,  as  shown  by  the  inventory 
filed  by  petitioner,  is  $60,702.80,  and  the  reproduction  cost 
new,  less  depreciation,  is  $51,954.67.  A  portion  of  the  differ- 
ence between  these  and  the  corresponding  valuations  made 
by  the  Commission's  engineers  is  due  to  the  elimination, 
from  the  inventory  of  the  local  plant,  of  all  items  the  prin- 
cipal use  of  which  is  devoted  to  toll,  together  with  a  reduc- 
tion in  the  valuation  placed  upon  the  irtemg  of  plant  known 
as  overhead. 

In  connection  with  the  inventory  of  the  physical  portion 
of  the  plant,  the  Commission  assigned  normal  lives  to  its 
several  component  parts.  Prom  these  normal  lives  tlu* 
value  of  the  annual  depreciation  now  occurring  in  the  entire 
physical  portion  of  the  plant  was  found  to  be  $2,872.  The 
average  annual  operating  expenses  for  the  years  1915, 1916 
and  1917,  including  the  average  annual  allowance  of  $4,950 
made  by  petitioner  to  provide  a  reserve  against  deprecia- 
tion, is  $13,426.  The  average  annual  total  gross  operating; 
revenue  for  the  same  period,  including  the  local  exchange 
apportionment  of  toll  income,  is  $10,120,  while  the  average 
annual  deduction  from  gross  revenue  for  uncollectible 
accounts,  taxes,  rents  and  amortizations  of  landed  capital 
is  $230.  The  average  net  revenue,  therefore,  applicable  to 
operating  expense  and  return  is  $9,890.  Should  the  allow- 
ance to  provide  an  adequate  reserve  for  depreciation,  as 
fixed  by  the  Commission,  be  substituted,  the  average  operat- 
ing result,  therefore,  for  the  years  1915,  1916  and  1917, 
inclusive,  is  a  deficit  of  $1,458. 

It  is  obvious  that  the  sum  allowed  by  petitioner  to  cover 
the  necessary  charge  to  provide  a  reserve  against  deprecia- 
tion is  computed  upon  a  basis  which  the  Commission  does 
not  deem  justifiable.  Based  upon  a  careful  inspection  of 
the  plant  and  average  life  tables,  as  determined  by  experi- 
ence, for  the  several  component  items  of  the  plant,  the 
annual  depreciation  occurring  in  the  entire  physical  por- 
tion of  the  plant,  figured  on  a  straight  line  basis,  is  $2,872. 
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This  is  approximately  6.6  per  cent  of  the  cost  to  reproduce 
the  plant  new  as  fixed  by  the  Commission.  Should  the 
depreciation  allowance  be  computed  on  the  so-called  basis 
of  equal  annual  payment,  or  on  a  sinking  fund  basis  for 
the  average  composite  life  of  the  entire  plant,  it  would 
be  stUl  further  reduced. 

After  carefully  considering  the  method  of  appraising  the 
plant,  taking  into  consideration  every  fact  and  circumstance 
bearing  upon  its  value,  making  due  allowance  for  the 
necessary  working  capital,  and  including  present  stock  of 
materials  and  supplies,  the  Commission  is  of  the  opinion, 
and  finds,  that  a  fair  value  of  the  property  used  and  useful 
in  furnishing  telephone  service  in  Vandalia  and  vicinity, 
and  the  business  attached  thereto,  including  every  element 
of  value,  tangible  and  intangible,  for  rate-making  purposes, 
is  at  least  $44,950  as  of  June  1, 1918. 

Assuming  that  the  present  niunber  of  subscribers'  sta- 
tions be  maintained,  classified  and  distributed  in  accordance 
with  the  proposed  rate  schedule,  the  total  annual  operating 
revenue  will  be  increased  approximately  $2,899.  Testimony 
tends  to  show,  however,  that  should  the  proposed  rates  be 
placed  in  effect,  a  reduction  in  the  number  of  subscribers' 
stations  may  reasonably  be  expected. 

After  carefully  considering  the  matter  and  giving  due 
weight  to  every  factor  affecting  the  probable  increase  in 
revenue  provided  the  proposed  rates  are  placed  in  effect, 
and  making  due  allowance  for  a  reasonable  reduction  in  the 
niunber  of  subscribers'  stations,  the  Commission  is  of  the 
opinion,  and  finds,  that  the  proposed  rates  will  produce  at 
least  a  probable  net  increase  of  $2,434.  Including  in  operat- 
ing expense  an  allowance  to  provide  a  reserve  against 
depreciation,  as  fixed  by  the  Commission,  this  net  increase 
will  assure  a  net  return,  over  all  reasonable  operating 
expenses,  of  approximately  $976,  which  is  2.1  per  cent,  on 
the  fair  property  value  as  a  basis  for  rate-making. 

It  is,  therefore,  ordered  by  the  Public  Utilities  Commis- 
sion of  JUinois,  as  follows: 

Section  1.  That  a  suspension  order,  affecting  Schedule 
I.  P.  TJ.  C.  1  of  David  B.  Forgan,  Edgar  S.  Bloom  and 
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Frank  F.  Fowie,  Eeceivers,  Central  Union  Telephone  Com- 
pany, dated  September  4, 1918,  be,  and  the  same  is,  hereby 
vacated  as  of  January  1, 1919. 

Section  2.  That  David  R.  Forgan,  Edgar  S.  Bloom  and 
Frank  F.  Fowle,  Receivers,  Central  Union  Telephone  Com- 
pany be,  and  the  same  hereby  are,  authorized  to  discontinae 
the  schedule  of  rates  now  in  effect  in  Vandalia  arid  vicinity, 
and  to  substitute  therefor  the  following : 

'AnnwU  Bata 

Individnal  business  stations $38  00 

Individual  residence  stations 21  00 

Two-party   bosineas    stations 30  00 

Two-party  residence  stations 18  00 

Baral,  ten-party  business  stations 24  00 

Rural,  ten-party  residence  stations 18  00 

Extension  telephones,   business    ,. 12  00 

Extension  telephones,  residence 6  00 

Extension  bell,  business 3  00 

Extension  bell,  residence 3  00 

Extension  6-ineh  gon^,  bosiness 6  00 

Extension  '6-inch  goi^,  letddenee 6  00 

Annual  Rates 
Btuiness       Reaidenee 
Private  Branch  Exchange,  Unlimited: 
Cordless  board,.  1  operator's  station,  1  trank 
and  2  stations   (maximuni   3  trunks  and  7 

stations)    $96  00  $81  00 

Each  additional  station 12  00  12  00 

Cord  board  (n<rt  exceeding  30  jacks),  operat- 
or's set,  2  trunks  and  2  stations 144  00  114  00 

Bach  additional  station 12  00  12  00 

Private  Branch  Exchange,  Unlimited,  for  Hotels, 
Hospitals  and  Dormitories,  such  as  Y.  Itl.  C. 
A.,  Y.  W.  C.  A.,  and  School  Dormitories: 
Switchboard    (not    exceeding'    30    Jacks)    op- 

oratoHs  set,  2  tmnks  and  20  stations 220  00     

Each  additional   station    5  00     

Private  Branch  Exchange,  No.  2,  Unlimited :' 
One  trank  and  5  stations  (maximum  10  sta- 
tions)             132  00  117  00 

Each  additionai  station 18  00  IS  00 
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Note:  An  aunnal  ch&i^  of  $7^  for  each  quarter  mile  or  fraction 
thereof  will  be  made  f  dr  circuits  to  connect  extensions  or  stations  located 
in  different  premises  from  the  main  telephone  or  switchboard.  By  prem- 
ises is  meant  ouder  the  same  roof  or  on  the  same  lot,  provided  no  pole 
or  nndergronnd  condait  has  to  be  nsed  to  connect  the  stations. 
PriTate  Branch  Exohai^,  Additional  Kqoip- 
ment: 

Each  additional  strip  of  10  jacks 9600  9600 

Each  additional  trunk 4200  2700 

Battery  circuit  or  generator  drcuit  where  total 
annnal  exchange  revenue  is  less  than  $160.  36  00 


21  00 


Extra  Uileage,  Line  Extending  beyond  the  Established  Ex- 
change Area,  the  Boaudaries  of  Which  are  the  City 

Indindoal  line,   per  quarter  mile,  or  fraction  thereof, 

per  station  

Two-party  Une,  per  quarter  mile,  or  fraction  thereof,  per 

station   

Two-party  service  beyond  the  established  exchange  area 
will  be  fnm'shed  only  when  two  parties  outside  SEud 
area,  hut  within  one-quarter  mile  of  each  other,  are 
actually  connected  at  the  two-party  rate. 
Public  Telephones: 

Local  calls  6  cents  each  for  a  five-minute  period,  or  frac- 
tion thereof,  and  6  cents  for  each  additional  five  minutes, 
or  fraction  thereof. 
Switching  service,  lines  only  owned  by  rural  subscribers,  per 

Nation   

Churches,  Hospitals,  and  other  Charitable  Institutions  not 
Supported  by  Public  Taxation: 

Individual  line  stations 

Two-party   line   stations 

Extension  telephones  within  same  premises 

Trunk  Connecting  Two  Private  Branch  Exchai^  Switch- 
boards: 

First  mile,  or  fraction  thereof,  by  route  of  wire 

For  each  additional  quarter  mile,  or  fraction  thereof. . . . 
Private  Line  {Including  Terminal  Instruments) : 

First  mile,  or  fraction  thereof,  by  route  of  wire 

For  each  additional  qnarter  mile,  or  fraction  thereof. . . . 

For  each  ad^tional  instrument 

Extra  receiver  

Extra  operator's  head  set  with  breast-plate  transmitter 

Sztn  listing*  in  directory 


21  00 
18  00 
600 


40  00 
10  00 

40  00 
10  00 

5  00 
1  00 

6  60 
6  00 
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Section  3.  That  David  B.  Foxgan,  Edgar  S.  Bloom,  and 
Frank  F.  Fowle,  Receivers,  Central  Union  Telephone  Com- 
pany, set  aside  annually,  as  a  reserve  against  depreciation, 
a  gum  sufficient  to  cover,  as  an  item  of  operating  expeiise, 
the  actual  depreciation  accruing  annually  in  the  property. 

Section  4.  That  the  schedule  of  telephone  rates  author- 
ized herein  shall  be  filed,  posted  and  published  by  David  R. 
Forgan,  Edgar  S.  Bloom  and  Frank  F.  Fowle,  Receivers, 
Central  Union  Telephone  Company,  in  conformity  with 
Section  34  of  an  Act  to  Provide  for  the  Regulation  of  Pub- 
lic Utilities,  now  in  effect  in  Illinois,  and  with  General  Order 
No.  28  (Conference  Ruling  No.  23)"  of  the  Public  Utilities 
Commission  of  Illinois,  that  it  shall  be  designated  as  I.  P.  U. 
C.  1,  and  shall  become  effective  January  1, 1919. 

By  order  of  the  Commission  at  Springfield,  Illinois,  this 
twenty-third  day  of  January,  1919.f 


In  re  Application  of  Receivers,  Central  Union  Telephone 
Company,  for  Authority  to  Pot  in  Effect  Increased 
Toll  and  Long  Distance  Bates. 
Case  No.  8864. 

Decided  January  23,  1919. 

Schedule  of  Toll  Batea  and  Tabulated  Hethod  of  Ownpatiiic  Sum, 

Suspended. 

■Suspension  Order. 
On  January  20,  1919,  the  Receivers,  Central  Union  Tele- 
phone  Company,  filed  with   the   Commission   purported 
schedule  of  rates,  and  certain  tabulated  methods  for  com- 
puting toll  and  long  distance  telephone  rates  between  points 

•  See  Commission  Leaflet  No.  54,  p.  21. 

t  By  similar  orders,  on  February  4,  the  Rpt-civera,  Central  Union  Tele- 
phone Company  were  authorized  to  increase  their  rates  at  the  following 
plac«s : 

Herscher   No.  8478 

Oquawka  No.  8480 

Harristown   No.  8481 

Seneca   No.  8*83 

Gilnian No.  8487 

Onaiga  No.  8488 

Momence  No.  8491 
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to  which  the  said  Receivers,  Central  Union  Telephone  Com- 
pany, are  prepared  to  furnish  toll  and  long  distance  service 
in  the  State  of  Illinois,  in  which  it  is  further  proposed  that 
such  rates,  computed  in  accordance  with  the  methods  filed, 
become  effective  on  January  21,  1919. 

It  appears  from  an  examination  of  said  purported  sched- 
ules, and  the  methods  of  computing  proposed  toll  and  long 
distance  telephone  rates,  that  such  proposed  rates,  applying 
to  messages  between  any  two  given  points,  in  the  State  of 
Illinois,  are  difficult  if  not  impossible  of  exact  determina- 
tion; that  the  forms  in  which  such  rates  covered  by  the 
application  are  indicated,  do  not  conform  with  the  statute 
of  the  State  of  Illinois  in  such  case  made  and  provided,  nor 
do  they  comply  with  the  rules  and  regulations  and  the  prac- 
tice provided  by  this  Commission.  It  further  appears,  from 
an  examination  of  such  alleged  schedules,  that  they  contem- 
plate a  very  substantial  increase  in  toll  and  long  distance 
rates  within  the  said  State  of  Illinois,  and  in  other  material 
measures  they  are  at  variance  with  its  present  schedule  of 
rates  on  file  with  this  Commission,  and  that  the  Commission 
should  enter  upon  a  hearing  concerning  the  propriety  of 
placing  in  effect  such  rates  as  may  be  computed  under  the 
proposed  method,  and  that  pending  the  hearing  thereon  the 
said  purported  schedule  of  rates  and  the  proposed  tabulated 
methods  of  computing  toll  and  long  distance  telephone 
rates,  and  such  rates  as  may  be  based  thereon,  should  not 
go  into  effect 

/*  is,  therefore,  ordered,  That  the  said  proposed  sched- 
ules, and  the  proposed  tabulated  methods  of  computing  toll 
and  long  distance  telephone  rates  within  the  State  of  Illi- 
nois, and  such  rates  as  may  be  based  thereon,  be,  and  the 
same  are,  hereby  suspended  until  June  -20, 1919. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
twenty-third  day  of  January,  1919.* 

■  Sim'lar  orders  were  issaed  in  cases  afTeeting  the  following  companies: 

Central  Illinois  Telephone  and  Telegraph  Co.  No.  8856,  Jonoary  22,  1919 

New  Holland   Telephone   Co No.  8857,  January  22,  1919 

Southwestern  Bell  Telephone  Co No.  8858,  January  22,  1919 

Vermilion  Connty  Telephone   Co No.  8659,  January  22,  1919 

Streator  Telephone   Co No.  8863,  January  23,  1919 

Canton  Home  Telephone  Co No.  8872,  Janoaij  23,  1919 

zed  by  Google 


INDIAKA. 

Fnblic  Service  Commission. 

In  re  Application  op  Crown  Point  Telephone  Cohfakt 

POR  AUTHORITT  TO  InCSB&SE  BaTES. 


Decided  December  23,  1918. 

Jaemmt  in  BatM  Denied  — AUowanM  of  S  Fer  Oaat.  of  PreMiit  Valoa 

Kade  for  Halnteiuuica  — Allowmnco  of  6  Fei  Cent,  of  FroMBt  Valna 

Made  for  Besom  for  Depredfttioa  — Bate  of  FUnt  Dopiodatiioii 

Ootuiderad  — Allowuice  of  6.07  Per  Cent  m  Bate  of  Betnrn  don- 

■Idored  Soffldent — Allomnce  for  InUnglble  Valoo  ind 

Working  Capital  not  Hade — AUovanco  for  TrasBminiim 

Power  Bedncsd — Allowaace  for   Opetatora'   Wagea 

Approved— Allomnoe  tvt  OoIlMtion  BxpmimBo- 

dnced,  and  Prompt  Pivnuot  Diaconitb  AsUior- 

ixed  —  Discontinuance  of  Service  for  Fafl- 

nre  to  Fay  Bills  Promptly,  Disapproved 

—  Ketiiod    of    Handling    Boserv* 

for  Depredation,  Freecrlbed. 

Applicant  sought  authority  to  increase  its  rates.     The  plant  was  -pox- 

diased  in  1912  for  $36,600,  the  present  book  value  was  $64,336.70,  and 

applicant's  engineers  reported  the  reproduction  new  value  at  $82,629, 

and  the  present  value  at  $66,964.     The  Commission's  en^neers  reported 

such  values  at  $75,386  and  $60,310,  respectively.    Applicant's  net  incwne 

in  1918,  as  disclosed  by  the  books,  allowing  $6,134.29  for  maintenance 

and  depreciation,  was  $174.48.    The  Commission,  after  reducing  certain 

itons  of  expense  and  the  allowauce  for  maintenance  and  reserve  for 

depreciation,  estimated  that  the  company  would  have  a  net  inoome  of 

$4,047.38,  or  6.07  per  cent,  from  the  preeeut  rates. 

Held:  That  in  normal  times,  and  under  normal  operating  cMiditions, 
the  Commission  would  determine  the  amount  to  be  added  to  present 
values  for  intangible  values  and  working  capital,  bnt  under  present 
abnormal  conditions,  and  the  petition  being  filed  under  the  emeiscney 
section  of  the  Utilities  Commission  Act,  a  value  appnmmating  the  fair 
value  WBS  anflicient  to  determine  whether  the  business,  or  interests  of 
petitioner  were  in  danger  of  being  injured; 

That  the  allowance  for  maintenance  and  reserve  for  depreciation  was 
approximately  37  per  cent,  of  revenues  recdved,  or  11  per  cent  (rf  tbe 
plant  value,  and  was  not  reasonable; 
932 
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That  p«titicHier,  siiiG«  Jauoaiy,  1913,  had  set  up  as  reserve  for  depre- 
ciation $10,836.10  more  than  was  reasonably  necessary  or  actaslly 
expended  to  mainttun  the  property  in  its  present  state  of  efBoiency; 

That  telephone  plants  seldom  depreciated  to  a  60  per  cent,  condition,  in 
but  few  instances  reached  a  point  as  low  as  70  per  cent,  condition,  and  as 
applicant's  plant  had  depreciated  approximately  20  per  cent,  in  22  years, 
it  followed  that  the  large  amounts  heretofore  expended  in  maintenance 
had  been  sufficient  to  keep  the  property  in  its  80  per  cent,  condition,  and 
that  on  account  of  the  large  expenditures  made  for  maintenance  the 
property  had  depreciated  less  than  1  per  cent  per  year; 

That  if  2  per  cent.  o.f  the  physical  value,  as  found  by  the  ConuniBsion's 
staff,  were  allowed  for  maintenance,  and  5  per  cent,  for  reserve  for 
depreciation,  the  allowances  should  be  reasonable  and  sofKcient; 

That  aa  the  expenditure  of  $1,130.44  for  transmission  power  was 
approximately  $1.54  per  year,  per  station,  in  oomparison  with  $.5884  for 
eight  other  like  size  companies'  average  expenditures,  the  amount  estimated 
by  the  company  was  not  a  reasonable  expenditure  for  such  purposes ; 

That  although  the  item  of  $4,958.36  for  operators'  wages  was  high,  it 
should  not  be  disturbed,  as  the  exchange  was  in  the  Chicago  telephone 
district  where  wages  were  unusually  high  and  much  in  excess  of  wsgea 
for  like  services  elsewhere  in  the  Statfi; 

That  the  item  of  $1,084.07  for  collection  expenses,  being  6.05  per  cent, 
of  total  revenues,  was  unreasonable,  and  the  company  should  be  author- 
ized to  increase  rates  15  cents  per  month,  subject  to  a  prompt  payment 
discount  in  the  same  amount ; 

That  petitioner's  present  rates,  tolls  and  ohargea  were  suffl^eot  to  pre- 
vent injury  to  its  business  or  interests,  no  emergency  existed  for  an 
ino^ease  in  rates,  and  the  same  should  be  denied ; 

That  petitioner's  rule  providii^  that  bills  should  be  paid  in  advance, 
and  tliat  if  not  paid  by  the  fifteenth  of  tiie  followii^  month  notice  would 
be  served  and  service  discontinued  after  ten  days,  was  unreasonable  and 
should  be  discontinued. 

Opinion  and  <^dek. 
On  the  twenty-eighth  day  of  September,  1918,  the  Crown 
Point  Telephone  Company  of  Crown  Point,  Lake  County, 
Indiana,  filed  a  petition  with  the  Public  Service  Commission 
of  Indiana  averring  that  it  is  an  Indiana  corporation, 
organized  for  the  purpose  of  and  doing  a  telephone  busi- 
ness in  Lake  County,  Indiana,  and  having  its  principal 
office  and  place  of  business  in  the  city  of  Crown  Point ;  that 
on  the  first  day  of  January,  1913,  and  continuously  there- 
after, it  had  in  effect  the  following  schedule  of  rates,  tolls 
and  charges : 
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Annual  Rates 
ClasB  of  Service  Businets       Residence 

Individual  line,  unlimited  $24  00  $18  00 

Farmer  line,  unlimited,  eight-party  line.     Maxi- 

mnra  8  stations 24  00  18  00 

Extensions,  (within  bmlding)  unlimited 9  00  6  00 

Extension  bells 3  00  3  00 

Moving  chaises,  cost  plus  15  per  cent. 

Extra  mileage : 

Individual,  flat  rate  service  per  quarter  mile  , 

or  £raction  thereof  6  00 

Private  line : 

One  mile  or  lees  with  two  instruments 40  00 

For  each  additional  one-quarter  mite 10  00 

A  switching  chai^  of  $12.00  per  annum  is  made  where  party  owns  and 

maintains  line  to  city  limits. 

Private  branch  exchange : 

Switchboard    $36  00 

Trunk  lines 24  00 

Tenninals    9  00 

REaOLATIONS. 

The  following  regulations  are  a  part  of  the  contract  for  service  under 
the  rates  quoted  in  this  schedule : 

1.  In  order  to  establish  credit  an  applicant  that  ia  nnknown  to  the 
company  is  required  to  make  an  advance  payment  for  three  monUis' 
service.  A  deposit  miay  be  required  by  the  company  to  cover  installation 
and  moving  charges,  which  are  payable  immediately  upon  the  completion 
of  the  work. 

2.  Following  the  acceptance  by  the  company  of  an  application  for 
service  the  company  assigns  a  telephone  number,  but  this  number  b  not 
a  part  of  the  contract  and  may  be  changed  at  any  time  at  the  discretion 
of  the  company. 

3.  In  the  ordinary  course  of  business  it  requires  ten  days  to  install  or 
change  a  telephone,  hut  unusual  conditions,  such  as  storms,  a  large 
amount  of  movii^  (usually  in  May  and  October),  etc.,  may  necessitate 
additional  time. 

4.  To  guard  gainst  interfering  with  the  service,  unauthorised  attach- 
ments to  telephone  line  or  instruments  are  prohibited. 

Bills  are  payable  in  advance  at  the  office  of  the  company.  If  not  paid 
by  the  fifteenth  day  of  the  following  month,  notice  is  served  and  after  toi 
days  service  is  discontinued.    When  bill  is  paid,  service  is  restored. 
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That  an  emergency  exists  in  that  its  revenues  at  the 
existing  rates  for  telephone  service  are  insufficient  to  meet 
its  expenses  for  labor  and  materials,  provide  for  reasonable 
depreciation  and  to  pay  a  reasonable  return  upon  the  fair 
value  of  its  property ;  that  the  existing  rates  were  put  into 
effect  in  1896  when  the  cost  of  doing  business  was  a  great 
deal  less  than  it  is  now,  and  that  the  present  situation  bids 
fair  to  increase  in  seriousness  on  account  of  present  war 
conditions. 

That  application  is,  therefore,  made  for  authority  to 
immediately  put  into  effect  the  following  schedule  of  rates, 
tolls  and  charges,  rules  and  regulations : 

Annual  Rates 
Class  of  Service  Btuiitess       Residence 

Individual  liae,  unlimited $36  00  924  00 

Two-party  line,  nnlimited 3000  2100 

Fonf-party  line,  unlimited 24  00  18  00 

Farmer  line,  ontimited,  etg^it-party  line,  mazi- 

mom  8  stations 24  00  16  00 

Extenaons,  (within  building),  unlimited 9  00  6  00 

Bells 3  00  3  00 

Moving  charges,  cost  pins  15  per  cent. 
Extra  mileage: 
Individual,  flat  rate  service  per  quarter  mUe  or 

fraction  thereof 600  600 

Two  or  tenr-party,  flat  rate  service  per  quarter 
mile  or  fraction  thereof  for  each  subscriber.  3  00         '     3  00 

I*riTKte  line: 

One  mile  or  leas  with  two  instruments 40  00 

For  each  additional  one-quarter  mile 10  00 

A  switching  eharge  of  $12.00  per  annnm  is  made  where  party  owns 
and  maintains  line  to  city  limits. 
Private  branch  exchange: 

Switchboard   $36  00 

Trunk  lines 38  00 

Temunals   9  00 

Reoclatiohb. 

The  following  regolations  are  a  part  of  the  contract  for  service  under 
the  rates  quoted  in  this  achedole : 

1.  In  order  to  establish  credit  an  applicant  that  is  unknown  to  the 
company  is  required  to  make  an  advance  payment  for  three  months* 
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servicti.    A  deposit  may  be  required  by  the  company  to  cover  inataU&tion 
and  moving  charges,  which  are  payable  immediately  upon  the  completion 
of  the  work. 

2.  Following  the  acceptance  by  the  company  of  an  application  for 
service  the  company  assigns  a  telephone  number,  bnt  tliia  nnmber  is  not 
a  part  of  the  contract  and  may  be  changed  at  any  time  at  the  discretion 
of  the  company. 

3.  In  the  ordinary  course  of  bnsioesa,  it  requires  teaiays  to  instiUl  or 
change  a  telephone,  but  unusual  conditions,  such  as  storms,  a  lai^ 
amount  of  moving  (usually  in  May  and  October),  etc.,  may  necesBitate 
additional  time. 

4.  To  guard  against  interfering  with  the  Service,  onanthoriEed  attach- 
ments to  telephone  line  or  instiniments  are  prohibited. 

Bills  are  payable  in  advance  at  the  office  of  the  ccmpany.  If  not  paid 
by  the  fifteenth  day  of  the  following  month,  notice  is  served  and  after 
ten  days  service  is  disRontinned.    When  bill  is  paid,  service  ia  restored. 

Note:  During  the  period  of  control  of  this  eompany  by  the  Govern- 
ment, and  until  otherwise  provided  by  order  of  the  Postmaster  General, 
readiness  to  serve  or  installation  chaises  shall  be  made,  in  aceordanoe 
with  his  order  (No.  1931)  as  per  copy  herewith,  for  all  new  installations, 
and  the  provision  herein  as  to  moving  ehaiges  is  modified  to  accord  with 
said  order. 

Wherefore,  petitioner  prays  that  the  Public  Service 
Commission  of  Indiana  will  recognize  the  necessity  for 
immediate  action  and  that  it  issue  an  order  permitting  the 
Crown  Point  Telephone  Company  to  put  into  effect  at  once 
the  aforesaid  rates,  tolls  and  charges,  rules  and  regulations. 

Copies  of  the  petition,  with  doe  and  timely  notices,  were 
issued  and  served  upon  the  proper  city  officials  of  the  city 
of  Crown  Point,  its  Chamber  of  Commerce  and  newspapers, 
and  the  utility,  that  the  matters  contained  in  the  petition 
would  be  heard  at  the  court  house  in  the  city  of  Crown 
Point,  Indiana,  at  10  o'clock  a.  m.,  Thursday,  November  14, 
IMS. 

Appearances:  L.  L.  Bamberger  for  petitioner;  Martin 
J.  Smith  for  city  of  Crown  Poiijt;  .4.  L.  Cartright  for  Cham- 
ber of  Commerce. 

It  appears  that  the  Crown  Point  Telephone  Company  was 
duly  organized  and  incorporated  under  the  laws  of  the  State  | 

of  Indiana,  on  the  third  day  of  April,  1896,  with  an  author- 
ized common  capital  stock  of  $10,000,  divided  into  200  shares 


DigilizcSbyCOOglc 


Appucation  of  Crown  Point  Telephone  Co.     937 
.  L.  87] 

of  the  par  value  of  $50.00  per  share,  all  of  which  was  issued 
and  sold  at  par.  On  the  sixteenth  day  of  April,  1910,  new 
stock  was  authorized  to  replace  the  former  issue,  which  had 
been  destroyed  by  fire. 

The  Crown  Point  telephone  exchange  plant  and  system 
was  operated  by  local  people  until  along  about  1912,  when 
it  was  purchased  by  its  present  owners  at  a  price  of  $35,600. 

Petitioner  employed  the  firm  of  Hagenah  and  Erickson, 
engineers,  Chicago,  Illinois,  to  evaluate  its  property.  Said 
evaluation  so  made  was  filed  of  record  as  an  exhibit  in  the 
cause.  The  Commission  directed  its  engineering  staff  to 
make  an  estimated  tentative  appraisal  of  said  property, 
which  was  done  and  latei'  filed  in  the  record  in  this  ease. 
The  aforesaid  evaluations  are  as  follows :  " 

Hagenah  and  Commiasion's 

Erickson  Staff 

Beproduction  new $82,529  00  $7538  00 

Present  valne 66,964  00  60,310  00 

The  Commission  directed  its  auditing  department  to 
make  an  audit  of  the  books  and  records  of  petitioner,  which 
was  done  and  later  filed  as  a  part  of  the  record  in  the  case. 
The  audit  discloses  the  book  value  of  petitioner's  property 
to  be  $54,336.70.  The  Conunission  now  has  the  reproduc- 
tion cost  new  and  the  present  value  of  the  different  engi- 
neers, and  the  value  as  disclosed  by  petitioner's  books,  with 
which  to  determine  the  fair  value  of  petitioner's  property 
devoted  to  public  use. 

If  this  petition  had  been  filed  in  normal  times,  and  under 
normal  operating  conditions,  the  Commission  would  ascer- 
tain and  determine  what  amount,  if  any,  should  be  added  to 
Uie  aforesaid  present  value  for  intangible  values  and  work- 
ing capital.  However,  under  the  abnormal  conditions  now 
existing,  and  the  petition  having  been  filed  under  Section 
122  of  the  Shively-Speneer  Utility  Commission  Act,  which 
is  generally  known  as  the  emergency  section,  the  Commis- 
sion is  of  the  opinion  that  a  value  approximating  the  fair 
■  value  is  sufficient  to  determine  whether  the  business  or 
interests  of  petitioner  is  in  danger  of  being  injured. 
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The  audit  made  by  the  Commission's  staff  of  the  books 
and  records  of  petitioner  discloses  that  its  operating  and 
non-operating  revenues,  its  operating  and  maintenance 
expenses,  including  taxes  and  depreciation,  for  the  calendar 
years  1916  and  1017,  and  for  the  year  1918,  based  on  ten 
months'  actual  operation  were  as  follows: 

1916  1917  1918 
Operatii:^  and  non-operating  rev- 
enue    «18,078  00     «lfl,258  09     tl6,601  01 

Operating;  expense,  onirent  mainte- 
nance       $2,597  69       $3,200  67       $2;898  12 

Depreciation 3,049  32         3,167  26         3,236  17 


TOTAL  MAINTENANCB  AHD  E 

TiON    $5,647  01  $6,367  93  $6,134  29 

Traffic    4,988  59  5,350  25  6,371  89 

Commeraial 1,274  73  1,726  65  1,378  42 

General    70fi  70  778  49  1,044  06 

TOTAL  ABOVB  ITEMS $12,617  03  $14,223  32  $14,928  66 

Taxes  aaaeesed  to  operation 1,080  00  897  92  768  00 

TOTAL  OPBRATINO  EXPBN8B $13,697  03  $15^21  24  $15,696  66 

Net  operation  revenne  and  gross  in- 
come . ; $2,38184  $1,136  85  $904  35 

Dednctiona  from  gross  ineome: 

Bent  telephooe  plant  and  equip- 
ment           $637  80  $637  22  $568  83 

Rent  telephone  office 132  00  204  00  264  00 

Other  rent  dednctionB : 

Interest  dednctiona 281  67  246  00  246  00 


TOTAL  DEDUcnoNfl  $1,051  37       $1,086  22      $1,078  83 

NET  INCOME  $1,330  47  $50  63       '  $174  48 

*  Deficit. 

A  study  of  this  table  discloses  the  fact  that  petitioner's 
current  maintenance  and  depreciation  expenses  for  the  cal- 
endar years  1916,  1917  and   for  1918,  based  upon  ten 
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months*  actual  operation,  were  $5,647.01,  $6,367.93  and 
$6,134.29,  respectively. 

The  Conumssion  can  not  agree  that  the  reasonable 
expenditures  for  maintenance  and  depreciation  of  this 
property  should  be  an  amount  equivalent  to  approximately 
37  per  cent,  of  all  revenues  received,  or  11  per  cent,  of  the 
value  of  the  plant. 

The  audit  discloses  that  practically  since  the  first  day  of 
January,  1913,  petitioner  has  set  up  out  of  its  operating 
revenues,  as  a  depreciation  reserve,  $10,936.10  more  than 
was  reasonably  necessary  or  actually  expended,  to  m^n- 
tain  this  property  in  its  present  state  of  efficiency. 

Telephone  plants,  taken  as  a  whole,  seldom,  if  ever,  depro^ 
ciate  to  a  60  per  cent,  condition ;  in  fact,  there  are  bnt  few 
instances  where  they  reach  as  low  a  point  as  70  per  cent, 
condition.  When  telephone  plants  depreciate  to  60  x>er  cent, 
condition,  their  efficiency  becomes  impaired  and  they  are 
unable  to  render  a  reasonably  adequate  service.  To  illns- 
trate  —  petitioner's  telephone  plant  was  eonstmeted  about 
1896,  and  has  depreciated  approximately  20  per  cent,  in  the 
twenty-two  years,  as  evidenced  by  the  per  cent,  condition 
shown  in  the  appraisal  made  by  petitioner's  engineers. 
Then,  assuming  that  petitioner's  engineers  are  approxi- 
mately correct  as  to  the  per  cent,  condition  of  the  property, 
does  it  not  necessarily  foUow  that  the  large  amount  hereto- 
fore expended  in  maintenance  has  been  sufficient  to  keep  the 
property  in  its  80  per  cent,  condition  f  In  other  words,  on 
account  of  the  large  expenditures  made  for  maintenance, 
the  property  has  depreciated  less  than  one  per  cent  per 
year. 

In  making  these  deductions,  we  are  not  unmindful  of  the 
fact  that  the  first  owners  and  operators  of  this  property 
drew  small  salaries  for  the  services  performed,  and  in  some 
instances  none  whatever.  However,  the  $10,000  which  said 
'  owners  and  operators  put  into  this  property,  and  the  labor 
they  performed  either  gratuitously  or  at  a  small  salary, 
grew  until  when  sold,  said  property  brought  $35,600.  The 
Commission  is  of  the  opinion  that  if  an  amount  equal  to 
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2  and  5  per  cent,  of  the  physical  value  of  the  property,  as 
found  by  the  Commission's  staff,  is  allowed,  it  will  be  found 
reasonable  and  sufficient  to  take  care  of  reasonable  main- 
tenance and  depreciation  of  said  property. 

The  audit  discloses  that  petitioner's  estimated  expendi- 
tures under  the  head  of  Traffic  Expenses  for  the  year  1918, 
based  upon  ten  months'  actual  operation,  will  be  $6,371.89, 
which  amount  seems  unusually  high  when  compared  with 
like  expenditures  by  like  telephone  companies,  operating  in 
this  State.  Therefore,  an  analysis,  at  least,  seems  war- 
ranted. In  this  expenditure  there  is  included  the  sum  of 
$1,130.44  for  transmission  power,  or  approximately  $1.54 
per  year,  per  station.  In  comparing  this  average  expendi- 
ture pei-  station  with  8  other  like  size  telephone  companies' 
average  expenditures,  operating  in  the  same  and  other  parts 
of  the  'State,  of  $.5884,  the  Commission  cannot  agree  that 
the  above  amount  is  a  reasonable  expenditure  for  such 
purpose. 

Under  this  same  head,  there  is  an  item  of  $4,958.86  cover- 
ing operators'  expense,  which  seems  high.  However,  the 
evidence  shows  that  the  city  of  Crown  Point  is  located  in 
what  is  known  as  the  Chicago  telephone  district,  where  the 
wages  paid  to  telephone  operators  are  unusually  high,  and 
much  the  same  throughout  the  district,  and  far  in  excess  of 
wages  paid  for  like  services  elsewhere  in  the  State.  This 
item  should  not  be  disturbed. 

Under  the  head  of  Commercial  Expense,  there  is  an  item 
of  $1,084.07  for  collection  expense,  which  is  equivalent  to  an 
expenditure  of  6.05  per  cent,  of  the  total  revenues  received. 
The  Commission  cannot  agree  that  this  is  a  reasonable 
expenditure  for  such  purpose.  Therefore,  the  appended 
order  will  be  so  drawn  that  it  will  relieve  the  company  of 
this  expense  and  fasten  same  upon  the  negligent  user  of 
the  service,  provided  such  user  continues  such  negligence, 
and  where,  it  would  seem,  is  its  proper  place. 

The  reasonable  operating  and  maintenance  expenses, 
including  depreciation  and  taxes  for  petitioner,  for  the  year 
1919  would  be  as  follows : 
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Traffic  expense $5,741  4fi 

CommerciBl  expense 776  42 

Mucetlaneoos  expense  1,044  06 

Depreciation  expense 3,016  60 

Maintenance  expense  1,206  20 

Taxes 768  00 

$12,563  63 

The  audit  shows  petitioner's  estimated  operating  and 
non-operating  revenues  for  the  year  1918,  based  upon  ten 
months'  actual  operation,  to  be  $16,601.01,  and  as  practi- 
cally each  of  the  succeeding  years  has  shown  a  steady 
growth,  it  would  be  fair  to  assume  that  the  year  1919  will 
also  show  a  like  increase  in  the  gross  revenues.  Taking,  for 
the  purposes  of  this  case,  petitioner's  estimated  gross  rev- 
enue for  1918  of  $16,601.01,  and  deducting  therefrom  the 
reasonable  operating  and  maintenance  expenses,  including 
the  item  of  taxes  and  depreciation,  as  herein  found,  we 
would  have  a  gross  income  of  $4,047.38,  which  would  be 
sufficient  to  pay  a  return  upon  the  physical  value  of  peti- 
tioner's property  as  found  by  the  Commission's  staff  of 
6.07  per  cent.  However,  should  petitioner's  revenues  con- 
tinue to  increase  as  in  the  past,  the  per  cent,  of  return  upon 
the  aforesaid  value  would  be  somewhat  greater  than  herein 
shown. 

The  Public  Service  Commission  of  Indiana,  having  heard 
the  evidence  in  the  above-entitled  cause,  and  being  fully 
advised  in  the  premises,  finds  that  petitioner's  present 
rates,  tolls  and  charges  are  sufficient  to  prevent  injury  to 
its  business  or  interests,  that  no  emergency  exists  for  an 
increase  in  rates,  and  that  the  prayer  of  the  petition  should 
be  denied,  and  it  will  be  so  ordered. 

/(  is,  therefore,  ordered  by  the  Public  Service  Commission 
of  Indiana,  That  the  petition  of  the  Crown  Point  Telephone 
Company,  seeking  an  increase  in  its  rates,  tolls  and  charges, 
should  be,  and  is  hereby,  denied. 

The  Conunission  has  hereinbefore  stated  that  the 
appended  order  would  be  so  drawn  that  it  would  relit^ve 
petitioner  of  the  expense  of  a  collector,  or  would  place  the 
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burden  of  such  collection  npon '  those  requiring  such  an 
expenditure. 

It  is  further  ordered  by  said  Commission,  That  the  Crown 
Point  Telephone  Company  shall,  on  or  before  the  first  day 
of  January,  1919,  effective  as  of  said  date,  file  a  schedule 
of  rates,  tolls  and  charges,  showing  an  advance  of  15  cents 
per  month,  per  telephone,  except  extension  telephones,  and 
'which  shall  be  due  and  payable  at  its  ofiice,  in  the  city  of 
Crown  Point,  Indiana,  on  or  before  the  tenth  day  of  the 
month  in  which  the  service  is  rendered,  and  to  such  sub- 
scribers so  paying  said  Crown  Point  Telephone  Company 
shall  give  a  discount  of  15  cents  per  telephone,  excepting 
extension  telephones,  per  month. 

/(  is  further  ordered  by  said  Commission,  That  the  para^ 
graph  following  Rule  4,  in  the  application  for  increased 
rates,  is  unreasonable  and  is  hereby  denied,  and  in  lieu 
thereof,  the  foregoing  order  shall  apply. 

It  is  further  ordered.  That  petitioner  shall  pay  into  a 
depreciation  fund  the  moneys  provided  for  depreciation, 
which  fund  shall  be  held  separate  and  handled  with  proper 
accounting;  that  there  shall  be  paid  out  of  this  fund  all 
costs  of  meeting  depreciation.  Moneys  accumulating  in  said 
fund  should  be  invested,  and  if  invested,  such  investment 
shall  be  made  in  government'  or  other  high  grade  listed 
securities,  which  shall  return  to  said  fund  not  less  than 
4  per  cent,  interest  per  annum ;  or  petitioner  may  borrow 
from  this  fund,  for  a  period  of  not  to  exceed  one  year,  money 
to  cover  not  more  than  75  per  cent,  of  the  cost  of  new  con- 
struction, extensions  or  additions  to  the  property  —  items 
properly  chargeable  to  capital  account  —  but,  in  such  event, 
petitioner  shall  pledge  to  said  fund  its  own  note  or  bonds 
bearing  interest  at  the  rate  of  not  less  than  4  per  cent,  per 
annum.  Such  moneys  so  borrowed  by  petitioner  shall  be 
repaid  in  full  within  one  year.  In  handling  such  fund  peti- 
tioner will  be  held  strictly  responsible  for  its  safe  invest- 
ment, proper  administration  and  accounting.  Said  account 
shall  be  double  entry  with  the  asset  account  designated 
Depreciation  Fund;  the  liability  account  shiill  be  desig- 
nated as  Depreciation  Reserve, 
December  28, 1918. 
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In  re  Petition  of  Home  Teuephonb  Company  of  Wabash 
voB  Increase  in  Rates. 

No.  3872. 

Bedded  January  11, 1919. 

Incruse  in  BnsiiLfln,  BesidwiGe  uid  Bnral  Batea  Anthozised  — Allomncfl 

of  16  Per  Gent  or  IS  Per  0«nt  for  Orarliwds  Held  Ezc6BiiT»  — 

AUomncfl  for  Eh>iii(  VbIiu   utd  WoiUnc  Oapltal  Mmde  — 

J^q;ir«iul    Expense    Ordaiod    AmoitiMd  —  Bzjwnm    for 

Offlcsn'   SftlulM  Bodnc«d  —  Inoome  Tax  ^)'in'nnt<Hl 

from  Exp«aiM  — Allowance  of  6  Fei  Cent.  Hade  for 

Beserre  for  Depiedation  — ^Allowance  of  6  Per 

Cent.  Hada  for  Bate  of  B«tam  —  Renting 

of  Put  of  Company's  Office  Bnildins 

Oonndared  —  Prompt     Payment 

Disconnt  Authorised. 

Applicant,  which  oper&ted  a  telephone  system  in  WabaA,  soi^t 
anthority  to  increase  rates  for  alt  classes  of  service  26  cents  to  60  cents 
per  month  and  to  establish  a  prompt  payment  discoant.  Applicant's 
engineer,  allowing  16  per  cent,  for  overhead,  estimated  the  reproduction 
cost  new  at  $220,191,  and  the  reproduction  cost  new  less  depreciation  at 
$194,249.  The  Commission's  engineers  reported  such  values  respectively 
at  $209,597  and  $177^66,  allowing  12  per  cent,  for  overhead.  AppU- 
cant's  capital  stock  is  $100,000  of  which  half  was  a  stock  dividend,  and 
the  company  has  paid  for  each  year  of  its  history  not  less  than  6  per 
cent,  dividends,  and,  since  1912,  after  providing  for  reserve  for  deprecia- 
tion,  has  accumulated  a  special  reserve  fund  of  $9,610  and  made  additions, 
extensions  and  betterments  b>  plant  out  of  excess  earnings  amounting  to 
$34,000,  althongh  dividends  were  only  declared  on  the  capitalization, 
which  was  less  than  the  fair  value.  The  Commission  estimated  that 
annual  expenses,  including  reserve  for  depreciation,  would  be  $44405.06 
and  gross  revenues  $49,004,  leaving  approximately  3  per  cent,  return  on  a 
value  of  $160,000. 

Held:  That  the  15  per  cent,  and  12  per  cent,  allowances  for  overhead 
were  arbitrar;  attachments  of  value,  as  there  was  no  evidence  of  any 
capital  expenditures  for  those  items,  although  it  Jta^t  reasonably  be 
assumed  that  some  such  expenditures  had  been  made,  and  in  view  of  the 
fact  that  the  property  bad  had  a  gradual  growth,  that  but  $50,000  had 
"been  invested  by  the  stockholders,  and  that  it  had  largely  been  built  out 
of  excess  profits,  such  allowance  was  too  high,  and  an  allowance  of  $10,000 
would  be  ample  to  cover  such  items; 

That  as  the  valuations  submitted  used  average  unit  prices  reflecting 
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abnormal  wsr  prices  of  material  and  labor,  and  having  in  mind  the  eri- 
dmce  as  to  investment  costs  and  values  at  eariier  periods  which  were 
more  neariy  related  to  the  time  of  actual  construction,  and  with  doe 
consideration  to  all  elements  entering  into  the  determination  of  the  fair 
value  of  the  property,  the  Commission  would  not  finally  fix  and  determine 
the  reasonable  value  of  the  properi,y,  but  a  value  of  $160,000  would  be 
tentatively  accepted  as  a  basis  for  temporary  relief; 

That  the  valuation  included  allowance  for  going  value  and  working 
capital,  there  being  little  justification  (or  substantial  allowances  for 
either  item  in  view  of  the  history  of  the  company  as  affecting  going 
value,  and  the  fact  that  incinded  in  the  values  found  was  an  item  of  $6,616 
for  materials  and  supplies  as  affecting  working  capital; 

That  as  charges  for  renewals  and  expenditures  occasioned  by  sleet 
storm  damage  had  been  chained  to  maintenance  when  they  should  have 
been  charged  to  reserve  for  depreciation,  the  allowance  in  operating 
expenses  for  maintenance  should  be  reduced ; 

That  appraisal  exp«ise  of  $732.16  should  be  amortized  at  the  rate  of 
$100  per  year,  and  such  item,  together  with  $700  excessive  salaries  of 
directors  and  other  officers,  and  $622.40  income  tax,  should  be  deducted 
in  determining  the  reasonable  operating  expenses; 

That  petitioner  was  entitled  to  cam,  for  temporary  purposes,  5  per  cent. 
of  $150,000  for  reserve  for  depreciation  j- 

That  as  the  estimated  return  under  present  rates  was  clearly  an  inade- 
quate return,  temporary  relief  should  be  granted,  and  petitioner  should 
be  permitted  to  earn  annually  during  the  temporary  period  of  the  order 
6  per  cent,  on  the  estimated  value  of  its  property,  or  $9,600,  and  an 
increase  in  all  classes  of  rates  of  from  10  cents  to  50  cents  per  month, 
subject  to  a  prompt  payment  discount  of  10  cents  per  month,  which 
inci«ase  would  produce  said  return,  should  be  authorised; 

That  petitioner  should  endeavor  to  put  its  office  building  on  a  more 
favorable  rental  basis,  and  the  present  arrangement,  by  which  one  of 
the  directors  of  the  company  leased  a  laige  portion  of  the  building  at 
what  appeared  to  be  a  very  low  rental,  was  not  an  advantageous  or 
desirable  arrEngement. 

Opinion  and  Order. 
Petitioner  owns  and  operates  a  telephone  system  in  the 
eity  of  Wabash,  and 

"applies  to  the  Commission  for  authority  to  increase  its  rotes  for  the 
reason  that,  in  the  judgment  of  the  petitioner,  it  is  necessary  that  ibv 
revenue  of  the  company  be  increased  in  order  to  meet  Increased  expenses, 
including  wages  for  employees,  ndvanced  price  of  material  that  is  neees- 
sary  in  the  maintenance  and  upkeep  of  the  property,  and  to  set  aside 
a  depreciation  fund,  and  allow  a  proper  income." 


DigilizcdbyGoO^Ifc: 


In  fe  Petition  of  Home  Telephone  Co.  946 

,  lu  871 

The  following  are  the  present  and  the  proposed  rates : 

Present        Proposed 
Per  Month      Per  Month 

Independent  bnsmess $2  00  $2  50 

Two-party  bnsiness    2  25 

Extra  bnainens  listing 1  00  1  00 

Independent  residence  150  200 

Two-party   residence    1  50  1  75 

Fonr-party  residence  126  150 

Extra  residence  listing 50  1  00 

Independent  residence  beyond  corporate  limits..  2  00  2  50 

Fonr-party  residence  beyond  corporate  limits..  1  50  2  00 

Employee's  independent  line 1  00  1  50 

Employee's  fonr-party  line 1  00  1  25 

Rnral   Unes    125  150 

Magneto  desk  'phones 1  25  1  75 

Extension  bells   (bells  only) 25  25 

Extension  'phones 50  50 

Subscribers  ro-installed  within  three  months  after 
having  service  discontinued: 

Rural 1  50  1  60 

City   .  - 1  00  1  00 

Moving  telephones,  rural 1  50     ,  1  50 

Moving  telephones,  city 100  100 

Authority  is  also  asked  to  establish  a  discount  for  prompt 
payment  of  bills. 

After  due  notice  to  the  officials,  commercial  organiza- 
tions arid  newspapers  in  the  city  of  Wabash,  the  cause  was 
heard  at  the  court  house  at  Wabash,  July  29,  1918,  At 
that  time  the  matter  was  continued  for  further  evidence, 
and  a  final  hearing  was  held  in  the  rooms  of  the  Commis- 
sion, Indianapolis,  October  11,  1918. 

PsoPEBTy  Values. 

A    tentative    appraisal    of    petitioner's    property    and 

audit  of  its  books' were  made  by  the  Commission's  staff. 

J.  K.  Johnston,  telephone  engineer,  appraised  the  property 

on  behalf  of  petitioner. 
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The  snmmaries  of  the  two  appraisals  are  as  follows : 


J.  K.  JohfuUm 

BnQineert 

^1. 

turn 

Pruaa 
Valvt 

CotloJ 

Rtproiuo- 

Htm 

Prttml 
Volw 

Sfi,0&2 
141,331 
19,350 
21,979 
5,610 
239 

28,262 

$6,0fi2 
120,730 
17,06e 
16,978 
3,753 
239 

23,815 
6,616 

»,935 
132,343 
17,457 
20,470 
5,085 
217 

•21,661 
7.429 

»4.935 
111,406 
15,325 
16,610 

tioa,  engineeiinK.  superiatcadenoe, 

•18,249 
6,831 

MfttorUb  —  SuppIiea 

«229,101 

1194,249 

$309,597 

H77,1S6 

*  Conuninion'B  8t*ff  used  12  per  eeat. 


ReC  A  PITCL  ATION . 


Cost  reproduction  . 
Present  value 


Commiasitm't 
J.  K.  Johnston    Engineers 
$229,191  $209^97 

194,249  177,167 


It  will  be  observed  that  Johnston  allowed  15  ger  cent 
for  organization,  engineering,  etc.,  whereas  the  Commis- 
sion's engineers  used  12  per  eent. 

It  was  shown  by  petitioner  that  there  were  certain  errors 
in  the  tentative  appraisal  made  by  the  Commission's  engi- 
neers which,  if  corrected,  would  increase  the  staff's 
estimate. 

The  present  values  thus  found  by  the  respective  engi- 
neers represent  merely  the  cost  of  reproduction  new,  less 
depreciation.  Johnston  and  the  Commission's  engineers 
both  used  five-year  or  other  average  unit  prices  which 
reflected  the  abnormal  war  prices  of  material  and  labor. 

The  evidence  discloses  that  the  unit  prices  for  poles,  for 
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example,  used  by  both  JohnBton  and  tbe  Commission's 
staff,  were  greatly  in  excess  of  prices  prevailing  at  the 
time  of  construction.  Figures  as  to  original  cost  or  actual 
investment  were  not  submitted,  but  it  is  evident  from  the 
testimony  as  to  costs  prior  to  the  five-year  averages  used 
that  the  present  values  submitted  by  the  Commission's 
engineers  and  Johnston  are  greatly  in  excess  of  the  actual 
investment  in  the  property. 

Apropos  of  this  point,  the  testimony  of  the  president  of 
the  company  is  that  the  actual  investment  of  the  stoekhold-  . 
ers  was  but  $50,000.  The  values  found  by  the  engineers 
represent  this  original  investment,  subsequent  reinvested 
earnings,  and  enhanced  values  due  to  use  of  abnormally 
high  imit  costs. 

The  company  was  organized  in  1895  with  $10,000  capital 
stock,  which  w^  increased  in  1896  to  $20,000,  and  in  1905 
to  $50,000.  Up  to  this  time  the  stock  was  fully  paid.  In 
1913,  however,  the  capitalization  was  increased  to  $100,000, 
and  the  $50,000  additional  stock  was  distributed  to  the 
stockholders  as  a  dividend. 

In  some  of  the  earlier  years  no  dividends  were  paid,  but 
later  deferred  dividends  of  6  per  cent,  and  7  per  cent  were 
declared  and  paid,  covering  all  previous  years  in  the  com- 
pany's history;  so,  as  the  record  now  stands,  the  company 
has  paid  annual  dividends  for  each  year  of  its  history  of 
not  less  than  6  per  cent.  Without  questioning  the  excess 
profits  earned  prior  to  the  enactment  of  the  Shively-Spen- 
cer  Utility  Commission  Act,  or  property  values  theretofore 
attaching  by  reason  of  the  reinvestment  of  excess  earnings, 
the  Commission  will,  however,  scrutinize  the  experience  of 
the  company  in  these  particulars  since  the  passage  of  the 
regulatory  Act  in  1913. 

Since  1912,  under  the  present  rates,  the  petitioner  has 
paid  all  operating  expenses,  provided  for  depreciation, 
and  up  to  December  31, 1917,  accumulated  a  special  reserve 
fund  of  $9,610  (a  portion  of  which  came  from  previous 
sales  of  stock),  paid  not  less  than  6  per  cent,  dividends 
annually,  and  in  addition,  out  of  excess  earnings,  made 
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extensions,  additions  and  betterments  to  plant,  amonntii^ 
to  more  than  $34,000.  On  the  other  hand,  the  dividends 
declared  by  petitioner  since  1913  have  been  paid  on  a  capi- 
talization of  but  $100,000,  which  sum  obviously  vas  less 
than  the  fair  value  of  the  property  at  that  time. 

The  15  per  cent,  allowed  by  Johnston  and  the  12  per 
cent,  allowed  by  the  Commission's  engineers  for  engineer- 
ing, superintendence,  interest  during  construction,  etc.,  is 
an  arbitrary  attachment  of  values.  There  is  no  evidence 
of  any  capital  expenditures  for  these  items.  It  may,  how- 
ever, reasonably  be  assumed  that  in  the  original  construc- 
tion and  during  the  growth  of  the  property  some  such 
expenditures  have  been  made.  In  view,  however,  of  the 
fact  that  the  property  has  had  a  gradual  growth ;  that  but 
$50,000  has  been  invested  by  the  stockholders,  and  that  the 
property  has  largely  been  built  out  of  excess  profits,  it  is 
difficult  to  find  a  justification  for  the  allowance  of  $23,000, 
or  $18,000  for  engineering,  superintendence,  etc.  Much  of 
this  work  has  been  paid  as  an  operating  expense. 

An  allowance  of  $10,000  will,  in  the  opinion  of  the  Com- 
mission, amply  cover  capital  expenditures  for  engineering, 
superintendence,  interest  during  construction,  etc.  A 
deduction,  therefore,  of  $13,815  from  this  item  in  Johnston's 
appraisal  will  be  made,  leaving  as  total  cost  of  reproduction 
new,  less  depreciation  $180,434. 

Considering  the  fact  that  this  valuation  unduly  reflects 
the  abnormal  high  war  costs  of  materials  and  supplies, 
and  having  in  mind  the  evidence  as  to  investment  costs 
and  values  at  earlier  periods,  which  are  more  nearly 
related  to  the  time  of  actual  construction,  and  with  due 
consideration  to  all  elements  entering  into  the  determina- 
tion of  the  fair  value  of  the  property,  the  Commission,  for 
the  purposes  of  this  emergency  case,  believes  that  a  valua- 
tion of  $160,000  can  fairly  be  accepted. 

This  valuation  includes  allowance  for  going  value  and 
working  capital,  there  being  little  justification  for  sub- 
stantial allowances  for  either  item  in  view  of  the  history  of 
the  company  as  affecting  going  value,  and  the  fact  that 
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included  in  the  values  found  is  an  item  of  $6,616  for 
materials  and  supplies  as  aflf ecting  working  capittd. 

This  ease  will  be  considered  under  the  amendment  to 
the  petition,  which  asks  for  temporary  relief.  Therefore, 
the  Commission  will  not  finally  fix  and  determine  the 
reasonable  value  of  petitioner's  property,  but  the  value  of 
$160,000  will  be  tentatively  accepted  for  the  purpose  of 
passing  on  the  questions  presented. 

The  income  account  of  petitioner  for  the  years  1917 
and  1918  (1918  based  on  six  months*  operation)  is  as 
follows :    ■ 

Revenues;  1917  1918 

Operating  revenuea $47,674  33     |47,224  00 

Non-operating  revennea 783  47  780  00 


TOTAI,  REVENUES    $48,457  80  $48,004  00 

Operating  Expenses: 

Maintenance  (no  deprecietion) $5,797  54  $7,644  98 

Traffic 14,949  91  15,037  08 

Commercial   1,632  73  2,017  32 

General .■ 4,499  75  8,378  52 

Taxes 1,948  34  2,750  74 

TOTAL  OPERATING  BXPBNSES $28,828  27  $35,828  62 

There  was  set  up  for  depreciation 8,298  62  8,256  00 


TCrlAL    OPERATINO    EXPENSES, 

PBECiATiON    $37,126  89     $44,084  62 

The  evidence  shows  {page  11,  audit;  76,  77  of  transcript) 
that  petitioner  has  charged  many  depreciation  expenditures 
to  maintenance  —  charges  for  renewals,  which  properly 
should  have  been  made  against  depreciation  reserve.  Large 
expenditures  occasioned  by  sleet  storm  damage  have  been 
charged  to  maintenance,  Mr.  Van  Nostram,  general  man- 
ager, stated  that  possibly  40  per  cent,  of  the  maintenance 
charges  was  a  fair  estimate  of  the  amount  properly  charge- 
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able  to  renewals.    Inasmuch  as  an  allowance  will  be  made 
herein  for  depreciation,  a  deduction  of  $2,319  in  the  1918 
maintenance  expense  will  be  made. 

In  determining  reasonable  operating  expenses,  the  fol- 
lowing deductions  should  also  be  made : 

Directory  expense  (duplicated) $350  00 

Appraisal  expense  (should  be  amortised  at  the  rate  of  $100 

per  year)    732  16 

Deduction  of  excessive  salaries  of  directors  and  other  ofBoers.  700  00 

Income  tax  , 622  40 

Item  of  maintenance  atxive  mentioned 2^19  00 

TOTAL  DEDUCTION  FROU  OPEBATIHQ  EXPZtTSES $4,723  56 

Deducting  this  sum  from  the  estimated  operating 
expenses  above  shown,  leaves  $31,105.06  —  representing 
annual  operating  expenses,  including  taxes. 

The  evidence  disclosed,  however,  that  on  July  1,  1918, 
the  salaries  and  wages  of  all  employees  had  been  increased, 
resulting  in  an  annual  increase  in  the  pay  roll  of  $5,000, 

Liability  insurance,  which  the  company  heretofore  has 
not  carried,  has  recently  been  taken  out  at  an  annual 
expense  of  approximately  $500. 

The  sum  of  the  two  items  above,  $5,500,  should  therefore 
be  added  to  the  operating  expenses,  making  the  total  annual 
operating  expenses  $36,605.06.  There  are  other  minor 
deductions  and  additions,  but  they  are  not  sufficiently 
important  to  affect  the  result. 

Petitioner  is  entitled  to  earn  a  reasonable  sum  annu- 
ally for  depreciation.  The  Commission  believes  that,  at 
least  for  temporary  purposes,  5  per  cent,  of  $150,000,  or 
$7,500  a  year,  will  provide  reasonably  for  depreciation. 

The  company  has  experienced  the  following  annual 
increases  in  gross  revenue : 

1915  1916  1917 

$766  94  $3,809  76  $1,768  26 
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The  Conunisaion  is  of  the  opinion  that,  despite  antici- 
pated losses'  of  business  occurring  by  reason  of  temporary 
increases  in  rates,  petitioner  will  enjoy  a  proportionately 
larger  business  in  1919,  and  that  it  is  reasonable  to  believe 
that  this  increase  will  be  not  less  than  $1,000. 

Recapitulating  all  of  the  above  deductions  and  additions 
the  estimated  simunarized  income  account  for  1919,  under 
existing  rates,  is  as  follows : 

Gross  revennes    $49,004  00 

Total  operating  expenses $36,606  06 

Depreciation  7,500  00 

Total  operating  expenses  and  depreeiatimi 44^06  06 

Leaving  net  income $4,808  94 

or  approximately  3  per  cent,  on  the  tentatively  estimated 
property  values  of  $160,000. 

This  is  clearly  an  inadequate  return  and,  in  the  opinion 
of  the  Commission,  temporary  relief  should  be  granted. 
With  the  return  of  normal  times,  rate  adjustments  to  meet 
reduced  operating  costs',  if  such  occurs,  can  be  made. 

Petitioner  should  be  permitted  to  earn  annually,  during  , 
the  temporary  period  of  this  order,  6  per  cent,  on  the  esti- 
mated value  of  its  property,  or  $9,600. 

It  appears  that  in  1919  the  present  rates  will  fail  to  pro- 
duce this  sum  by  $4,701.  The  Commission  suggests  that 
petitioner  should  endeavor  to  put  its  office  building  on  a 
more  favorable  rental  basis.  The  present  arrangement  by 
which  one  of  the  directors  of  the  company  leases  a  large 
portion  of  the  building  at  what  appears  to  be  a  very  low 
rental,  apparently  is  not  an  advantageous  or  desirable 
arrangement. 

The  Commission  finds,  therefore,  that  the  existing  rates 
of  petitioner  are  inadequate  and  unjust,  and  temporarily 
should  be  increased. 

The  Commission  further  finds  that  petitioner  should  set 
aside  annually  for  depreciation  on  the  basis  of  its  present 


DigilizcdbyGOOglc 


952  Indiana  Public  Service  Commission. 

(Ind. 

property  valne,  $7,500.    This  fund  so  created  should  he 
handled  in  conformity  with  the  appended  order. 
The  rate  for 

Per  Month 

Individual  bosiness  telephone  is  now $2  00 

Individnal  residence  telephone 1  50 

Four-party  residence  telephone  in  city 1  ffi 

And  rural  party  line  telephone 1  25 

By  temporarily  suspending  these  particular  rates,  and 
providing  in  lieu  thereof,  the  following  rates.: 

Individual  businesB  telephone $2  60 

Indivdnal  residence  telephone   1  75 

Four-party  residence  telephone  in  city 1  46 

Rural  party  telephone 1  60 

with  a  discount  of  10  cents  per  month  if  bills  are  paid  on  or 
before  the  fifteenth  day  after  rendition,  the  increased 
revenues  derived  therefrom  should  approximate  the  addi- 
tional revenue  needed. 

All  other  rates  of  petitioner  should  remain  unaltered  and 
undisturbed,  except  that  the  sum  of  10  cents  should  be 
added  to  each  rate,  and  a  discount  of  10  cents  should  be 
allowed  if  bills  are  paid  on  or  before  the  fifteenth  day  after 
rendition. 

It  is,  therefore,  ordered  hy  the  Public  Service  Commis- 
sion of  Indiana,  That  petitioner  be,  and  it  is  hereby,  author- 
ized to  impose  and  collect  in  lieu  of  the  present  rates  for 
the  same  service,  the  following  rates,  tolls  and  charges : 

Individual  business   telephone $2  50 

Indivdnal  residence  telephone   1  75 

Four-party  residence  telephone  in  city 1  45 

Rural  party  telephone 1  50 

A  discount  of  10  cents  shall  be  allowed  if  bills  are  paid 
on  or  before  the  fifteenth  day  after  rendition. 

It  is  further  ordered,  That  petitioner  be,  and  it  is  hereby, 
authorized  to  add  to  each  of  its  rates  other  than  the  above, 
the  sum  of  10  cents,  which  sum  shall  be  discounted  if  bills 
are  paid  on  or  before  the  fifteenth  day  after  rendition. 
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It  is  further  ordered,  That  the  petitioner  shall  set 
aside  annually  for  depreciation  the  sum  of  $7^00,  until  the 
further  order  of  the  Commission. 

It  is  further  ordered.  That  the  petitioner  shall  pay  into  a 
depreciation  fund  the  moneys  provided  for  depreciation^ 
■which  fund  shall  be  held  separate  and  handled  with  proper 
accounting;  that  there  shall  be  paid  out  of  this  fund  all 
costs  of  meeting  depreciation.  Moneys  accumulating  in 
said  fund  should  be  invested,  and  if  invested,  such  invest- 
ment shall  be  made  in  government  or  other  high  grade  listed 
securities  which  shall  return  to  said  fund  not  less  than  4 
per  cent,  interest  per  annum;  or  petitioner  may  borrow 
from  this  fund,  for  a  period  of  not  to  exceed  one  year,  money 
to  cover  not  more  than  75  per  cent,  of  the  cost  of  new  con- 
struction, extensions  or  additions  to  the  property  —  items 
properly  chargeable  to  capital  account — but,  in  such  event, 
petitioner  shall  pledge  to  said  fund  its  own  note  or  bonds, 
bearing  interest  at  the  rate  of  not  less  than  4  per  cent,  per 
annum.  Such  moneys  so  borrowed  by  petitioner  shall  be 
repaid  in  full  within  one  year.  In  handling  sach  fond  peti- 
tioner will  be  held  strictly  responsible  for  its  safe  invest- 
ment, proper  administration  and  accounting.  Said  account- 
ing shall  be  double  entry,  with  the  asset  account  desig- 
nated Depreciation  Fund;  the  liability  account  shall  be 
designated  as  Depreciation  Reserve. 

It  is  further  ordered,  That  these  rates  shall  be  effective 
on  and  after  January  1,  1919,  and  shall  continue  in  force 
until  January  1,  1920i  unless  theretofore  altered  or 
amended  by  the  Commission. 

/(  is  further  ordered,  That  the  petitioner  file  said  new 
rates  with  the  Commission  within  ten  days  from  date. 

It  is  further  ordered,  That  the  Home  T'elephone  Com- 
pany of  Wabash,  Indiana,  shall  pay  to  the  Treasurer  of  the 
State  of  Indiana,  within  ten  days  from  the  date  of  this 
order,  the  sum  of  $350.06,  this  being  the  expense  incurred 
in  connection  with  the  audit  and  appraisal  of  said  com- 
pany's property. 
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Cost  or  Appraisal. 

Sailroad 
Days     Salary      Hotel        Fare  Total 

W.   H.  Beck 30  $124  60     $16  75         $8  02  $148  57 

J.  T.  Hallett 25     104  00       15  75  7  42     127  17 

$228  80     $31  50        $16  44  $275  74 

Co8T  or  Addit. 

Fred  E.  Swain,  lOf^  days,  at  $4.81 $60  61 

Fred  E.  Swain,  railroad  fare 16  26 

Fred  E.  Swain,  hotel 8  56 

74  31 

TOTAL  or  EXPEHBE  OP  ACDIT  AND  APPRAISAL $350  05 

January  11,  1919. 


In  re   Petition    of    Rochester    Telephone   Company  to 
Establish  Vacation  Rates. 

No.  4291. 

Decided  January  13,  1919. 

Bedoctlon  of  Katm  to  Snbiciibeis  Abtont  from  Home  for  Oaa  Month  or 
Longer  Anthorized. 

Opinion  and  Ordbb. 

On  December  11,  1918,  the  Rochester  Telephone  Com- 
pany of  Rochester,  Indiana,  filed  a  petition  with  the  Public 
Service  Commission  of  Indiana,  for  authority  to  file  a  sup- 
plemental schedule,  providing  for  a  rate  of  one-half  of  the 
present  rate  for  patrons  who  are  absent  from  their  homes 
at  various  times  daring  the  year. 

In  view  of  tlie  fact  that  petitioner  has  asked  permission 
of  the  Public  'Service  Commission  of  Indiana  to  reduce  its 
rates  to  subscribers  who  are  absent  from  their  homes  for  a 
period  of  one  month  or  longer,  to  one-half  the  present  rate, 
the  Commission  sees  no  reason  why  it  should  deny  the 
prayer  of  petitioner.     In  granting  the  authority  herein 
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sought  the  Commission  does  not  bind  itself  to  any  arrange- 
ment, nor  does  it  establish  a  precedent  of  this  kind.  In  this 
matter  the  petitioner  is  offering  volmitarily  to  reduce 
rates.  The  Commission  will  permit  such  reduction,  but  this 
action  is  not  to  be  interpreted  as  indicating  a  general  policy 
on  the  part  of  the  Commission  in  the  adoption  of  such  a 
rate  upon  application  of  utilities  or  subscribers. 

The  Public  Service  Commission  of  Indifma,  having  heard 
the  evidence  and  being  fully  advised  in  the  matter,  is  of  the 
opinion  that  the  prayer  of  the  petitioner  should  be  granted, 
and  it  will  be  so  ordered. 

/( is,  therefore,  ordered  by  the  Public  Service  Commission 
of  Indiana,  That  the  Rochester  Telephone  Company  of. 
Rochester,  Indiana,  is  hereby  and  herein  authorized  to  file 
a  supplemental  schedule  with  the  Public  Service  Conunis- 
sion  of  its  rates,  tolls  and  charges,  providing  for  a  charge, 
of  one-half  of  the  rate  in  effect,  to  all  subscribers  who  are 
absent  and  away  from  their  homes  for  one  month  or  longer. 

/( is  further  ordered,  That  the  subscribers  desiring  this 
vacation  rate  shall  serve  notice  on  petitioner  in  advance, 
in  order  to  obtain  the  said  reduced  rate.  Said  schedule  of 
-rates,  tolls  and  charges  to  be  in  force  and  on  file,  effective 
February  1, 1919,  and  thereafter,  or  until  further  orders  of 
the  Commission. 

January  13, 1919. 
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Public  Utilities  GommlBsion. 

In  re  Application  of  W.  P.  Hays,  Doing  Business  as  Thb 
Arlington  Telephone  Company,  fok  Febuission  to 
Change  Rates. 

Docket  No.  2717. 

Decided  Janttary  14,  1919. 

locruM  tn  BatM  ADthoiised  in  Visw  of  Incraue  in  Oparctinf  Mid 
KalntaiiuiM  Ez^ftntas. 

Order. 

On  the  fourth  day  of  December,  I&IS,  the  matter  of  the 
application  of  W.  P.  Hayes,  doing  business  under  the  finn 
name  and  style  of  The  Arlington  Telephone  Company,  for 
permission  to  make  certain  changes  in  rates  for  telephone 
service  at  Arlington,  Kansas,  upon  due  notice,  came  on  for 
hearing  at  Hutchinson,  Kansas;  and  after  the  taking  of 
the  testimony  the  matter  was  taken  under  advisement. 

And  now  on  this  fourteenth  day  of  January,  1919,  this 
matter  comes  duly  on  for  order;  and  upon  consideration  of 
said  application  and  the  evidence  introduced  thereunder, 
and  being  duly  advised  in  the  premises,  the  Commission 
finds  that,  owing  to  increased  operating  and  maintenance 
expenses,  including  especially  the  items  of  labor,  material 
and  supplies,  the  petitioner,  in  order  to  be  enabled  to  fur- 
nish reasonably  efficient  and  sufficient  service,  should  be 
authorized  and  permitted  to  file  an  amended  schedule  of 
rates  covering  various  classes  of  service  furnished  by  him 
as  hereinafter  provided  for. 

It  is,  therefore,  by  the  Commission  ordered.  That  W.  P. 
Hayes,  doing  business  under  the  firm  name  and  style  of  The 
Arlington  Telephone  Company,  be,  and  he  is  hereby,  author- 
ized and  permitted  to  file  an  amended  schedule  of  rates 
effective  on  and  after  February  1,  1919,  providing  charges 
956 
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for  the  various  classes  of  servii^  furnished  by  him  and 
through  his  exchange  at  Arlington,  Kansas,  as  follows, 
to  wit: 

Per  Month 

Individual  line  bnaness  telephone $1  76 

Individual  line  residence  telephone 1  25 

Party  line  residence  telephone 1  00 

Boral  party  line  telephone  (all  equipment  owned  and  mun- 

talned  by  petiti<Hier) 1  26 

January  14,  1919." 


In  re  Application  of  Peoples  Home  Telephone  Company 
FOB  Permission  to  Change  Bates. 

Docket  No.  2639. 

Decided  January  27,  1919. 

Incieue  in  Indivldiul  and  Party  Line  Besidence  Katw  AotiiorlMd  — 

Company  Ordered  to  Continue  Setting  Aside  AnnnaJly  ¥23,000 

for  BeserTB  for  Depredation. 

Ordeb. 
On  this  twenty-seventh  day  of  January,  1919,  the  matter 
of  the  application  of  the  Peoples  Home  Telephone  Company 
of  Leavenworth,  Kansas,  for  permission  to  change  certain 
of  its  rates,  comes  duly  on  for  order  by  the  Commission 
upon  the  pleadings  of  the  parties  heretofore  filed  herein, 
the  evidence  introduced  thereunder  and  the  briefs  and 
arguments  of  counsel ;  and  the  Commission,  upon  considera- 
tion of  said  pleadings,  briefs  and  arguments,  and  being  duly 
advised  in  the  premises,  finds  that  heretofore  on  the  twenty- 
first  day  of  March,  1918,  authority  was  granted  petitioner 
(Docket  No.  1470)f  to  file  and  publish  as  amended  schedule 
of  rates,  providing  certain  charges  for  residence  service; 

"  Similar  orders  were  entered  in  the  following  caaea : 
F.  B.  Cooper,  Doing  Business  under  the  Name  of  Longton  Teleplume  Co. 

No.  2671.    January  9,  1919. 
Southvieatem  Bell  Telephone  Co.     No.  2651.    January  31,  1919, 

f  See  Commission  Leaflet  No.  77,  p.  1040. 
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that  said  rates  were  based  upon  petitioner's  operating  rev- 
enues and  expenses  for  the  year  1917;  that  since  the  date 
of  said  order,  viz.,  on  July  8,  1918,  the  Industrial  Welfare 
Commission  of  the  State  of  Kansas  issued  its  order,  effec- 
tive September  5, 1918,  relating  to  and  governing  the  hours 
of  work  and  minimum  wage  to  be  paid  women  and  minor 
telephone  operators  within  the  State  of  Kansas,  fixing 
therein  a  schedule  of  wages  to  be  paid  telephone  operators, 
which  order  in  and  of  itself  appears  reasonable  and  equi- 
table f  that  as  a  result  of  operation  under  said  order,  based 
on  petitioner's  actual  experience  in  operators'  wages 
actually  paid  during  the  months  of  September,  October, 
November  and  December,  1918,  said  item  of  expense  alone 
carries  with  it  an  increase  of  $11,876  per  annum,  as  com- 
pared with  the  actual  operators'  wages  paid  by  petitioner 
during  the  year  1917;  that  upon  a  complete  and  careful 
investigation  and  study  of  petitioner's  present  operating 
revenues  and  expenses,  giving  due  consideration  to  all  of 
the  increased  operating  expenses  involved,  and  increased 
revenues  flowing  from  the  amended  schedule  of  rates  here- 
tofore authorized,  and  other  sources,  petitioner  should  be 
authorized  and  permitted  to  file,  publish,  declare  and  make 
effective  an  amended  schedule  of  rates  for  residence  service 
as  hereinafter  provided  for. 

It  is,  therefore,  by  the  Oommission  considered  and 
ordered.  That  the  Peoples  Home  Telephone  Company  be, 
and  it  is  hereby,  authorized  and  permitted  to  file  an 
amended  schedule  of  rates,  effective  on  and  after  February 
1,  1919,  to  be  charged  for  several  classes  of  residence  serv- 
ice to  be  furnished  by  it  at  and  through  its  Leavenworth 
exchange,  as  follows,  to- wit: 

PerMmtk 

Individual  line  residence  telephone $2  00 

Two-party  line  residence  telephone 1  65 

Four-party  line  residence  telephone  (code  ringing) 1  40 

Four-party  line  service,  to  be  fnmiahed  whenever,  circnits 
suppljdng  this  class  of  service  are  available  or  can  be  rea- 
sonably provided. 
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Ail  other  rates,  claseifleations,  regulations  and  practices  to 
remain  as  are  now  in  force. 

/(  is  further  hy  the  Commission  considered  and  ordered, 
That  the  Peoples  Home  Telephone  Company,  of  Leaven- 
worth, Kansas,  after  paying  its  proper  and  necessary  oper- 
ating expenses,  continne  its  present  practice  of  Betting  aside 
out  of  its  income,  monthly  for  depreciation  replacement, 
at  least  a  sum  which  will  amount  to  $23,000  annually,  as  . 
provided  for  in  the  opinion  and  order  heretofore  rendered 
on  March  21, 1918  (Docket  No.  1470),'  which  sum  shall  be 
credited  to  the  proper  depreciation  reserve  accotmt.  The 
books  of  said  company  shall  at  all  times  be  so  kept  as  to 
clearly  show  the  disposition  of  said  siuns.  If  any  portion 
thereof  is  used  temporarily  for  extensions  or  betterments, 
the  books  of  said  company  shall  be  so  kept  as  to  clearly 
show  what  portion  of  the  replacement  reserve  has  been  so 
used  and  the  specific  extensions  or  betterments  for  which 
the  same  has  been  used, 
•     January  27, 1919. 


*  See  Commia^on  Leaflet  No.  77,  p.  1040. 
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LOUISIANA. 
Railroad  Oommission. 

In  re  Instai-lation  and  Moving  Chabges  to  be  Mai«  by  the 

Cumberland    Telephone   and    Telegraph    Company 

UNDER  Order  No.  1931  of  the  Postmaster  Q-enbsal. 

Decided  September  26,  1918. 

Oommiasioii   Unable    to   Appiore   XnstalUtlon    Ohugss   and   Hortns 

Ohargea  PreBcribed  In  Order  No.  1931  of  Fostanuter  OwwnL 

BuuNQ. 

Further  referring  to  yonr  letter  of  September  6,  1918, 
and  my  reply  thereto  under  date  of  September  9, 1918,  con- 
cerning the  requested  approval  by  this  Commission  of  the 
schedule  of  charges  prescribed  in  Order  No.  1931  of  the 
Postmaster  General  for  the  installation  of  telephones  and  • 
changes  in  location  of  telephones,  I  desire  now  to  advise 
yoa  that  this  Commission  at  its  last  session  held  in  Baton 
Rouge  on  Tuesday,  September  24,  1918,  considered  this 
matter. 

The  Commission  instructs  me  to  say  that  in  view  of  the 
fact  that  these  charges  have  been  pat  into  effect  in  this 
State  under  the  order  of  the  Postmaster  General,  it  appears 
to  be  unnecessary  at  this  time  that  any  action  should  be 
taken  by  the  Louisiana  Commission.  If  the  Postmaster 
General  is  vested  with  authority  to  prescribe  these  charges, 
then  such  authority  supersedes  the  authority  of  the  Bail- 
road  Commission  of  Louisiana;  and  if  he  has  not  such 
authority,  and  jurisdiction  vests  in  this  ConmiissioD,  then 
the  application  must  be  considered  in  accordance  with  the 
established  rules  and  regulations  of  the  Railroad  Commis- 
sion of  Louisiana,  which  require  a  hearing  of  all  interested 
parties  wherever  advances  in  rates  or  charges  are  made. 

It  is  the  understanding  of  this  Commission  that  the 
960 
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advances  which  have  been  prescribed  by  the  Postmaster 
General  were  made  without  notice  to  the  public  and  without 
any  public  hearings  or  investigation;  and  this  procedure 
is  so  at  variance  with  the  established  practice  of  this  Com- 
mission, and  existing  laws  of  this  State,  that  the  Commis- 
sion is  unable  to  approve  this  application  and  will  take  no 
action  at  this  time. 
September  26, 19ia* 


*  Letter  of  Henry  Jastremski,  secretary  of  Louisiana  Railroad  Com- 
mission, to  W,  T,  Gentry,  president,  Cumberland  Telephone  and  Tele- 
graph C<Hupany,  September  26,  1918. 
31 
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UASSAOHirSETTS. 

Public  Sra-vice  Commission. 

/«  re  Pboposed  Changes  in   Toll  Rates  by  thb   New 
England  Telephone  and  Telegraph  Cobipant,  et  ai. 

P.  S.  C.  No.  2350. 

Decided  January  20,  1919. 

Ton  Eatw  ud  T^  Serrlce  01sMUie»tioiu  Fretcrilwd  hy  Pogtmiilw 
Oaaaial  in  Order  Ho.  S496,  Supondad  Faidinc  ui  IimMtatiim. 

ObdbB. 

Notice  of  the  New  England  Telephone  and  Telegraph 
Company,  the  Highland  Telephone  Company,  the  Provi- 
denee  Telephone  Company  of  Massachusetts  and  the  Heath 
Telephone  Company  of  proposed  changes  in  toll  telephone 
rates. 

In  the  matter  of  the  proposed  changes  in  toll  telephone 
rates  by  the  New  England  Telephone  and  Telegraph  Com- 
pany, the  Highland  Telephone  Company,  the  Providence 
Telephone  Company  of  Massachusetts  and  the  Heath  Tele- 
phone Company,  as  shown  In  basic  toll  rate  schedules  filed 
in  this  office  December  21,  1918,  in  accordance  with  Tele- 
graph and  Telephone  BoHetin  No.  22,  Order  2496  of  the 
Postmaster  Qeneral  of  the  United  States,  effective  in  the 
Commonwealth  of  Massachusetts  January  21,  1919,  the 
Commission  having  entered  upon  an  investigation  as  to  the 
propriety  of  said  changes. 

It  is  ordered,  That  the  operation  of  said  schedules,  so  far 
as  they  affect  toll  telephone  rates  between  points  in  the 
Commonwealth  of  Massachusetts,  be  suspended  and  the  use 
of  the  changes  stated  therein  be  deferred  until  February 
20, 1919,  unless  otherwise  ordered  by  the  Commission. 

And  it  is  further  ordered,  That  a  copy  of  this  order  be 
filed  with  said  schedules  at  the  office  of  the  Commission  and 
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that  a  copy  hereof  be  fortiiwith  served  upon  the  New  Eng- 
land Telephone  and  Telegraph  Company,  the  Highland 
Telephone  Company,  the  Providence  Telephone  Company 
of  Massachusetts,  the  Heath  Telephone  Company,  and  the 
Postmaster  General  of  the  United  States. 
January  20, 191». 


In  re  Chakgbb  in  Bates  for  Telephone  Toll  Device 
WITHIN  Massachusetts  in  Aooordasce  with  Obdke 
No.  2495  of  the  Postmastee  Gekeeal  of  the  TTnitbd 
States  Filed  by  New  England  Telephone  and  Tele- 

QEAPH  COMPANT,  et  ol. 

P.  S.  C.  2350.' 

Decided  January  31,  1919. 

T«l«ph(mfl  Ootnpaoy  Ordared  to  OuuxQ  Toll  R«tM  and  Toll  OUmUw- 

ttons  Preiciibed  bjr  Order  No.  2495  of  Foitmwter  Ooienl,  and 

Pnt  In  Effect  Dflspito  SmpenBioa  Order  of  OommlaBlon 

—  Jvriidlction  of  Oommlsdon  DlKOHod. 

On  Juinaiy  20,  1919,  the  GommiBeion  anspended,!  pending  wi  investi- 
gation, the  toll  rates  and  toll  elassifieatioDA  prescribed  bj  the  Fottmaster 
Oeneral  in  Order  No.  2496.  The  Postmaster  Oeneral  was  forthwith  noti- 
fied by  wire  that  sacb  an  order  had  been  issued  imd  copies  were  scored 
by  mail  upon  him  and  the  companies  involved. 

Notwithstanding  the  order,  and  in  direct  violation  of  its  provisons,  the 
rates  and  claasifleations  fixed  in  said  Order  No.  24B5  of  the  Postmaster 
General  were  pnt  in  effect  on  Jannary  21,  and  were  continned  in  effect. 
In  aceocdanoe  with  Section  28  of  Chapter  784  of  the  Acts  of  1913  (the 
Pnblie  Service  CommiBsion  Law),  the  Commission  Erected  the  attention 
of  the  Attorney  Qeneral  to  this  violation  of  its  order  and  of  the  law  of 
the  Commonwealth,  and  requested  him  to  begin  at  once  an  action  or  pro- 
ceeding in  the  Sapreme  Judicial  Court  of  UasaaehaBetts  in  the  name  of 
the  Commission  for  the  purpose  of  having  sneh  violation  stopped  and 


*  On  Febniary  4,  1919,  the  Supreme  Jndieial  Court,  in  the  prooeeding 
brought  by  the  Attorney  General  in  the  name  of  the  CommissiiHi  against 
the  New  England  Telephone  and  Telegraph  Company,  declined  to  grant 
a  temporary  injunction.  Arrangements  were  made  to  complete  the  plead- 
ings by  February  11,  1919,  the  case  to  be  atgued  on  the  merits  before 
the  full  bench,  sitting  either  the  last  of  February  or  the  first  of  Han^. 

f  See  ConmiissiMi  Leaflet  No.  87,  p.  962. 
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prevented  either  by  mandamus  or  injanetion.    Proceedings  of  tbia  natare 
were  instituted  by  the  Attorney  Qenenil. 

Held;  That  the  entire  disregard  by  the  Postmaster  General  of  the  aos- 
penaion  order  entered  by  the  CommisBion  in  accordance  with  the  laws  of 
the  Commonwealth  made  it  clear  that  the  primary  issue  to  be  con^dered 
was  one  of  jurisdiction  and  that  it  would  be  nndesirabte  to  undertake  an 
extensive  investigation  with  a  view  of  determining  whether  or  not  the  new 
rates  were  just  and  reasonable  until  the  question  of  jurisdiction  was 
settled; 

That  the  jurisdiction  of  the  Commission  in  the  premises,  which  cer- 
tainly existed  prior  to  the  resolution  of  Congress  authorizii^  the  Presi- 
dent, in  time  of  war,  to  take  possession  and  assume  control  of  tel^rapb, 
telephone,  etc.,  lines,  was  preserved  by  that  resolution,  the  final  proviso 
of  which  read:  "  That  nothing  in  this  Act  shall  be  eonsidM«d  to  amend, 
repeal,  impair  or  affect  existing  laws  or  powers  of  the  states  in  relation 
to  taxation  or  the  lawful  police  regulations  of  the  several  states  exe^t 
wherein  such  laws,  powers  or  regulations  may  affect  the  transmission  of 
government  communications  or  the  issue  of  stocks  and  bonds  by  such 
system  or  systems ;  " 

That,  as  determined  by  many  decisions  of  the  United  States  Snprone 
Court,  the  public  supervision  of  rates  chained  by  a  public  utility  c<»npany 
is  an  exercise  of  police  powers  and  covered  by  the  designation  "  lawful 
police  regulations  "  mentioned  in  the  proviso  of  the  resolution  above; 

That  such  supervision  by  the  Commission  in  the  present  instance  would 
in  no  way  affect  the  transmission  of  government  communications  or  the 
issae  of  stocks  and  bonds  by  the  telephone  company; 

That  there  was  nothing  in  the  history  of  the  resolution  to  indicate  that 
it  was  the  intent  of  Congress  to  set  aside  or  nullify  the  powers  of  the 
states  over  telephone  chai^^ee,  for  as  a  matter  of  common  knowledge  the 
resolution  was  adopted  because  of  the  danger  that  tdegraph  service 
would  be  interrupted  by  labor  troubles,  and  Congress  desired  to  inenre 
continuity  of  both  telephone  and  tel^raph  service  during  the  war  raibxT 
than  to  inaugurate,  under  government  jiuspiees,  revolutionary  changes  in 
the  methods  of  charging; 

That  since  the  imme^te  question  was  one  of  jurisdiction,  it  was 
unnecessary  either  to  describe  or  discuss  the  new  rates  at  any  length; 

That  the  New  England  Telephone  and  Telegraph  Company,  the  Heath 
Telephone  Company,  the  Highland  Telephone  Company  and  the  Provi- 
dence Telephone  Company  of  Massachusetts  should  cancel  forthwith  the 
rates  and  charges  stated  in  the  schedules  specified  above,  as  these  rates 
and  charges  are  nnjast  and  unreasonable,  and  the  said  companies  should 
thereafter  maintain  within  the  Commonwealth  of  Massachusetts  the  rates 
and  charges  for  telephone  service  which  were  in  ^ect  prior  to  Jaonary 
21,  1919,  which  rates  the  Conunission  had  found  to  be  just  and 
reasonable. 
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Opinion  and  Ordeb. 

On  July  16,  1918,  Congress  adopted  a  resolution  (see 
Appendix  A)'  empowering  the  President  to  take  possession 
and  assume  control  of  telephone  and  telegraph  properties 
during  the  war,  for  a  period  not  to  extend  beyond  the  date 
of  the.  proclamation  by  the  President  of  the  exchange  of 
ratifications  of  the  treaty  of  peace.  Under  authority  of 
this  resolution  all  properties  of  this  character  in  the  country 
■were  taken  over  on  July  31,  1918,  by  virtue  of  a  proclama- 
tion of  the  President  dated  July  22,  1918,  which  directed 
that  the  supervision,  possession,  control  and  operation  of 
such  telegraph  and  telephone  systems  should  be  exercised 
by  and  through  the  Postmaster  General,  Albert  S.  Burleson. 

By  Order  No.  1744  of  the  Postmaster  General,  dated  July 
23,  1918,  John  C.  Koons,  First  Assistant  Postmaster  Gen- 
eral, David  J.  Lewis,  Commissioner,  United  States  Tariff 
Commission,  and  William  H.  Lamar,  Solicitor  of  the  Post 
Office  Department,  were  appointed 

"  a  committee  for  the  govemiDental  management,  operation  and  control 
of  the  tel^raph  and  telephone  sjrateras  covered  by  the  proclamation  of 
the  President  dated  Jaly  22,  1918," 

the  Postmaster  General  being  the  chairman  of  this  com- 
mittee. On  October  5,  1918,  the  proposal  of  the  American 
Telephone  and  Telegraph  Company,  in  behalf  of  itself  and 
of  the  constituent  companies  comprising  the  Bell  System, 
with  respect  to  just  compensation  for  the  use  of  the  prop- 
erties owned  by  it  and  by  these  other  companies  during  the 
period  of  federal  control,  was  accepted  by  the  Postmfiater 
General,  and  on  October  15,  1918,  the  board  of  directors  of 
the  New  England  Telephone  and  Telegraph  Company  for- 
mally joined  in  this  proposal  which  had  thus  been  accepted. 
We  are  informed  that  similar  contracts  have  been  or  are 
to  be  made  with  the  Heath  Telephone  Company,  the  High- 
land Telephone  Company  and  the  Providence  Telephone 
Company  of  Massachusetts. 

On  December  13, 1918,  more  than  a  month  after  the  sign- 
ing of  the  armistice,  the  Postmaster  General  issued  an  order 

See  mfra,  p.  971. 
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(Telegraph  and  Telephone  Bulletin  No.  22,  Order  No.  2495) 
directing  that  comprehensive  changes  in  telephone  toU  rates 
be  made  throughout  the  country.  On  December  21,  1918, 
a  schedule  embodying  these  changes,  in  the  case  of  toll  serv- 
ice within  the  Commonwealth,  was  ffled  by  the  New  England 
Telephone  and  Telegraph  Company  with  this  Commission, 
effective  January  21,  1919,  and  similar  schedules  were 
filed  by  the  Heath  Telephone  Company,  the  Hi^and  Tele- 
phone Company  and  the  Providence  Telephone  Company 
of  Massachusetts.  On  January  9,  1919,  the  Commission 
gave  notice  that  a  public  hearing  upon  these  proposed  new 
schedules  would  be  held  on  January  17,  1919,  and  sent  a 
communication  to  the  Postmaster  Oeneral  (see  Appendix 
B)*  stating  that  it  could  not,  in  good  faith  with  the  people 
of  Massachusetts,  allow  the  new  rates  to  become  effective 
with  its  approval  until  they  had  been  shown  to  be  just  and 
reasonable. 

At  the  public  hearing,  Matt  B.  Jones,  then  vice  president 
and  now  president  of  the  New  England  Telephone  and 
Telegraph  Company,  appeared  for  the  Postmaster  Gleneral 
and  read  into  the  record  a  letter  (see  Appendix  C),  which 
the  Commission  had  received  from  W.  H.  Lamar,  Solicitor 
for  the  FoBt  Office  Department,  and  a  member  of  the  com- 
mittee for  the  governmental  management,  operation  and 
control  of  the  telegraph  and  telephone  systems.  The  hear- 
ing continued  throughout  the  day,  and  upon  notification  that 
Mr.  Jones  wished  to  present  additional  evidence,  it  was 
adjourned  until  January  30,  1919,  the  earliest  available 
date,  the  Commission  announcing  that  the  taking  effect  of 
the  new  schedules  would  be  suspended,  under  the  provi- 
sions of  Section  21  of  Chapter  784  of  the  Acts  of  1913,  pend- 
ing further  investigation  and  the  decision  thereon. 

On  January  20,  1919,  an  orderf.  was  duly  issued  by  the 
Commission  suspending  the  taking  effect  of  the  new  sched- 
ules until  February  20, 1919.  The  Postanaster  General  was 
forthwith  notified  by  wire  that  such  an  order  had  been 
issued  and  copies  were  served  by  mail  upon  him  and  upon 


•  See  infra,  p.  972. 
t  See  supra,  p.  962. 
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the  companies  involved.  Notwithstanding  this  order,*  and 
in  direct  violation  of  its  provisions,  the  rates  so  suspended 
were  placed  in  effect  on  January  21,  1919,  have  been  in 
effect  ever  since,  and  are  in  effect  now.  In  accordance  with 
Section  28  of  Chapter  784  of  the  Acts  of  1913,  the  Commis- 
sion directed  the  attention  of  the  Attorney  Oeneral  to  this 
violation  of  its  order,*  and  of  the  law  of  the  Commonwealth, 
and  requested  him  to  begin  at  once  an  action  or  proceeding 
in  the  Supreme  judicial  Court  of  Massachusetts  in  the  name 
of  the  Commission  for  the  purpose  of  having  such  violation 
stopped  and  prevented,  either  by  mandamus  or  injxmctiou. 
Proceedings  of  this  nature  have  been  instituted  by  the 
Attorney  General  and  are  now  pending. 

The  entire  disregard  by  the  Postmaster  General  of  ttie 
suspension  order*  entered  by  the  Commission  in  accordance 
with  the  laws  of  the  Commonwealth,  made  it  clear  that  the 
primary  issue  to  be  considered  is  one  of  jurisdiction,  and 
that  it  would  be  undesirable  to  undertake  an  extensive 
investigation,  with  a  view  to  determining  whether  or  not 
the  new  rates  are  just  and  reasonable,  until  this  question 
is  settled.  The  representative  of  the  Postmaster  General 
in  this  matter,  Mr.  Jones,  agreed  with  this  conclusion,  and 
in  order  that  this  issue  might  be  raised  in  the  most  definite 
manner  and  determined  promptly,  he  directly  challenged 
and  denied  the  jurisdiction  of  the  Commission  in  the  prem- 
ises, at  the  continued  hearing  on  January  30,  1919,  and 
rested  his  case  upon  this  denial  and  upon  the  letter  of  the 
Solicitor  for  the  Post  Office  Department  referred  to  above. 
His  action  was  taken,  however,  upon  the  understanding 
that,  if  the  jurisdiction  of  the  Commission  should  be  sus- 
tained by  the  courts,  either  the  Postmaster  General  or  the 
companies  if  they  should  then  be  in  private  control,  should 
be  free  without  prejudice  to  file  schedules  of  rates  sinailar 
to  those  which  have  now  been  placed  in  effect,  as  we  believe 
illegally,  and  submit  evidence  to  prove  their  justice  and 
reasonableness. 

In  the  opinion  of  the  Commission  its  jurisdiction  in  the 


•  See  supra,  p.  962. 
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premises,  which  certainly  existed  prior  to  the  resolution  of 
Congress,  was  preserved  by  that  resolntion.    The  final  pro- 
viso reads  as  follows : 

"  Provided  ftirther,  that  nothii^  in  this  Aet  shall  be  constmed  to  amoid, 
repeal,  impair,  or  affect  existing  laws  or  powers  of  the  states  m  relation 
to  taxation  or  the  lawful  police  regulations  of  the  several  states,  except 
wherein  snch  laws,  powers,  or  regulations  may  affect  the  transmiason 
of  government  communications,  or  the  issue  of  stocks  and  bonds  by  audi 
system  or  systems." 

There  are  many  decisions  of  the  United  States  Supreme 
Court  indicating  that  the  public  supervision  of  rates 
charged  by  a  public  utility  company  is  an  exercise  of  poUce 
powers  and  covered  by  the  designation,  "  lawful  police 
regulations."  It  is  obvious  also  that  such  supervision  by 
this  Commission  in  the  present  instance  would  in  no  way 

."affect  the  transmission  of  government  communications,  or  the  issue  of 
stocks  and  houds  " 

by  the  telephone  companies.  Nor  is  there  anything  in  the 
history  of  the  legislation  to  indicate  that  it  was  the  intent 
of  Congress  to  set  aside  or  nullify  the  powers  of  the  states 
over  telephone  charges.  It  is  a  matter  of  conunon  knowl- 
edge that  the  resolution  was  adopted  because  of  the  danger 
that  telegraph  service  would  be  interrupted  by  labor. 
troubles,  and  It  was  clearly  the  desire  of  Congress  to  insure 
continuity  of  both  telegraph  and  telephone  service  during 
the  war,  rather  than  to  inaugurate,  under  government 
auspices,  revolutionary  changes  in  methods  of  charging. 

Under  the  circumstances,  since  the  immediate  question  is 
one  of  jurisdiction,  it  is  unnecessary  either  to  describe  or  to 
discuss  the  new  rates  at  any  length.  It  may  be  said  that  in 
Massachusetts  and  throughout  the  entire  territory  which 
the  New  England  Telephone  and  Telegraph  Company 
serves,  it  is  conceded  that  they  represent  a  substantial 
increase  in  charges.  Attention  is  called  also  to  the  fact  that 
it  is  stated  in  the  letter  of  Solicitor  Lamar  (see  Appendix 
C)  that  the  main  purpose  of  the  new  schedule  is  to  remove 
the 


•  See  infra,  p.  973. 
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"  many  inconsistencies  and  imgnlHities  which  heretofore  have  exiated 
in  the  toll  schedules  of  telephone  eompaniee  in  many  parts  of  the  United 
States" 

and  to  standardize  the  rates  from  a  nation  wide  stand- 
point, so  that  between  any  two  points  in  any  part  of  the 
country  they  would  be 

"exactly  the  same  as  between  any  two  equidistant  points  in  any  other 
part  of  the  oonntry." 

The  effect  on  revennes  was  not 

"  the  prime  consideration  for  the  scfaednle," 

and  the  Postmaster  <}eneral  was  not  advised  as  to  the  effect 
upon  the  revennes  of  the  New  England  Telephone  and  Tele- 
graph Company.  Of  this  reasoning  it  is  suflScient  to  say 
that  it  does  not  seem  to  the  Commission  by  any  means  self 
evident  that  the  toll  rates  between  two  points  in  the  thickly 
settled  territory  of  Massachusetts  should  necessarily  be 
the  same  as  the  rates  between  any  two  equidistant  points 
in  some  dissimilar  part  of  the  conntry,  that  we  know  of  no 
public  demand  for  sach  a  standardization,  and  that  we  are 
not  Aware  of  any  inconsistencies  or  irregularities  in  the 
toll  schedules  which  have  heretofore  existed  in  Massa^ 
chusetts  which  have  caused  complaint  from  x)atrons  or  have 
been  prejudicial  to  the  proper  operation  of  the  telephone 
properties! 

As  the  record  is  now  left,  however,  and  for  the  purpose 
of  testing  at  once  the  question  of  jurisdiction,  the  Commis- 
sion finds  that  the  burden  of  proof  imposed  by  Section  21 
of  Chapter  784  of  the  Acts  of  1913,  in  the  case  of  proposed 
changes  in  rates,  has  not  been  sustained  by  the  Postmaster 
General  or  by  the  companies,  and  that  the  telephone  toll 
schedules  which  were  in  actual  effect  in  Massachusetts  prior 
to  January  21,  1919,  and  which  are  stiD,  as  we  believe,  in 
legal  effect,  are  just  and  reasonable  and  embody  the  rates 
which  should  be  charged  by  the  companies  in  question.  An 
order  to  this  effect  is  entered  below.  It  is  entered  without 
prejudice  to  the  right  of  any  party  in  interest,  after  the 


DigilizcdbyGOOglc 


970      Massachusetts  Pubuc  Service  Commission. 

[Mass. 

question  of  jurisdiction  has  been  determined,  to  present  to 
the  Conmiission  farther  evidence  as  to  the  reasonableness 
either  of  the  old  or  the  new  rates  under  consideration. 

Oboer. 
It  appearing  that  on  December  21, 1918,  the  New  England 
Telephone  and  Telegraph  Company,  the  Heath  Telephone 
Company,  the  Highland  Telephone  Company  and  the  Provi- 
dence Telephone  Company  of  Massachusetts  issued  and 
filed  with  this  Commission  schedules  of  rates  for  telephone 
toll  service  within  the  Commonwealth,  effective  January 
21, 1919,  each  of  which  was  designated 

"  Basic  Toll  Rate  Schedule,  issued  in  accordance  with  Telegraph  and 
Telephone  Bulletin  No.  22,  Order  No.  2495,  of  the  Postmaster  General 
of  the  United  States;" 

that  the  Commission  entered  upon  an  investigation  con- 
cerning the  justice  and  reasonableness  of  the  rates  proposed 
in  said  schedules,  duly  notifying  and  holding  public  hear- 
ings on  January  17, 1919,  and  on  January  30, 1919;  and  that 
the  Commission,  by  an  order*  dated  January  20,  1919, 
entered  in  accordance  with  Section  21  of  Chapter  784  of 
the  Acts  of  1913,  suspended  the  taking  effect  of  said  sched- 
ules of  rates  until  February  20,  1919,  pending  further 
investigation  and  the  decision  thereon. 

It  further  appearing  that  a  full  investigation  of  the  mat- 
ters and  things  involved  has  been  had  and  that  the  Com- 
mission, under  date  hereof,  has  made  a  report  containing 
its  findings  of  fact  and  of  law  and  conclusions  thereon, 
which  said  report  is  hereby  referred  to  and  made  a  part 
hereof. 

It  is  ordered,  That  the  carriers  respondent  herein  and- 
designated  in  said  schedules,  namely,  the  New  England 
Telephone  and  Telegraph  Company,  the  Heath  Telephone 
Company,  the  Highland  Telephone  Company,  and  the  Prov- 
idence Telephone  Company  of  Massachusetts  be,  and  they 
are  hereby,  notified  to  cancel  forthwith  the  rates  and  charges 
stated  in  the  schedules  specified  above  and  in  SMd  order  of 
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suspension,*  which  rates  and  charges  have  been  found  by 
the  Commission  to  be  unjust  and  unreasonable. 

/(  is  further  ordered,  That  said  respondents  be,  and  they 
.  are  hereby,  notified  and  reqmred  to  put  in  force  and  effect 
forthwith,  and  thereafter  to  maintain  within  the  Common- 
wealth of  Massachusetts,  the  rates  and  charges  for  tele- 
phone toll  service  which  were  in  effect  prior  to  January  21, 
1919,  and  which  are  stated  in  the  schedules  now  on  file  in 
the  office  of  this  Commission  as  the  lawful  rates  and 
charges  within  the  Commonwealth  for  such  service,  which 
rates  and  charges  have  been  found  by  the  Commission  to 
be  just  and  reasonable. 

It  is  further  ordered,  That  copies  of  this  order  be  filed  at 
the  office  of  the  Commission  with  the  schedules  herein 
ordered  to  be  cancelled,  and  that  copies  hereof  be  forthwith 
served  upon  the  New  England  Telephone  and  Telegraph 
Company,  the  Heath  Telephone  Company,  the  Highland 
Telephone  Company  and  the  Providence  Telephone  Com- 
pany of  Massachusetts,  and  upon  the  Postmaster  General 
of  the  United  States. 

January  31,  1919. 


Apfbmdix  a. 
Public  Resolution  —  ffo.  38  —  S5th  Congress 
{H.  J.  Res.  309.) 
To  antbflrize  the  President,  ia  time  of  war,  to  supervise  or  take  poaBeasion 
and  aasTUne  control  of  any  telegraph,  telephone,  marine  cable,  or 
radio  system  or  systems  or  any  part  thereof  and  to  operate  the  same 
in  sach  manner  as  may  be  needful  or  desirable  for  the  duration  of 
tbe  war,  and  to  provide  just  compensation  tberefor. 
Resolved  bj/  the  Senate  and  Howe  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled,  That  the   President  during 
the  continuance  of  the  present  war  is  authorized  and  empowered,  iriicn- 
ever  he  shall  deem  it  necessary  for  the  national  security  or  defense,  to 
supervise  or  to  take  possession   and  assume  control  of  any  t«legraph, 
telephone,  marine  cable,  or  radio  system  or  systems,  or  any  part  thereof, 
and  to  operate  the  same  in  such  manner  as  may  be  needful  or  desirable 
for  tbe  duration  of  the  war,  which  supervision,  possession,  control  or 

*  See  supra,  p.  962. 

DigilizcdbyGOOglc 


972      MAssACHnsBTTs  Ptibuc  Sbbticb  Cohmissiok. 

operation  shall  sot  extend  beyond  the  date  of  the  procl&matioD  by  the 
President  of  the  exchange  of  ratiflcations  of  the  treaty  of  peaee;  prv- 
vided,  that  jnat  eompensation  shall  be  made  for  such  saperriaion,  posBM- 
si<m,  control  or  operation,  to  be  determined  by  the  Freeident;  and  if  the 
amonnt  thereof,  so  determined  by  the  President,  is  nnaatiafactory  to  the 
person  entitled  to  receive  the  same,  sndi  person  shall  be  paid  seventy-flre 
per  eentnm  of  the  amooat  so  determined  by  the  President  and  shall  be 
entitled  to  sue  the  United  States  to  recorer  saoh  furthra  sum  as,  added 
to  said  sevens-five  per  eentnm,  will  make  np  Boch  amoont  as  will  be 
jost  compensation  therefor,  in  the  manner  provided  for  by  Section  24, 
Paragraph  20  and  Section  146  of  the  Judicial  Code:  Provided  further, 
tbat  nothing  in  this  Act  shall  be  constmed  to  amend,  repeal,  impiur,  or 
affect  existing  laws  or  powers  of  the  states  in  relation  to  taxation  or  the 
lawful  police  regulations  of  the  several  states,  except  wherein  such  law^ 
powers,  or  regolations  may  affect  the  transmission  of  government  eom- 
mnnications,  or  the  issue  of  stocks  and  b«ids  by  such  system  or  systems. 
(July  16, 1918) 


ApPBMDtX    B. 

Letfer  to  the  Poetmaater  General  of  the  United  Statei. 

Public  Service  Commission. 

Boston. 

January  9,  1919. 
Hon.  Albert  S.  Burleson, 

Postmaster  Oeneral  of  the  U.  S.,   - 

Washington,  D.  C. 
Dear  Sir: 

On  December  21,  1018,  the  New  England  Telephone  and  Tdegr^h 
Company  filed  with  this  Commission  a  basic  toll  rate  schedule  Issned  in 
accordance  with  your  telephone  and  telegraph  Bulletin  No.  22,  Order 
No.  2495,  and  effective  January  21,  1919.  This  schedule  provides  for 
so  large  and  so  general  an  increase  in  charges  within  MassacbuseMs  that 
the  Commission  has  felt  that  it  ought  not  to  permit  tbe  new  rates  to  go 
into  effect,  with  its  approval,  until  canse  has  been  shown.  For  this  reason 
it  has  set  the  matter  down  for  public  hearii^  cm  Friday,  January  17, 
1919,  at  iO  :30  a.  m.,  the  hearing  to  be  held  at  the  office  of  the  Commission 
at  No.  1  Beacon  street,  Boston,  in  order  that  an  opportnni^  may  be  pvm 
to  representatives  of  the  company  or  to  your  own  representatives  to 
explain  the  reasons  for  the  change.  We  have  been  reluctant  to  take  this 
step,  for  the  Commission  has  been  desirous  of  helping  yon  in  the  sncce»- 
ful  administration  of  the  telephone  properties  in  every  way  that  we  oonld. 
Tbe  increases  proposed,  however,  are  very  substantial  and  it  has  not 
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aeenwd  to  the  Comraiwion  that  it  coald,  in  good  faith  with  the  people  at 
UoBuudinaetta,  give  its  sanetion  to  the  new  achednle  nntil  it  had  beui 
shown  to  be  just  and  reasonaUe. 

Very  troly  yonrs, 

(Signed)     FRED  J.  MACLEOD, 

Chairman. 


Afpkndix  C. 
Letter  of  the  Solicitor  of  the  Post  Office 
Post  Office  Department. 
Office  of  the  Solicitor. 
Waa 


Jannaiy  16,  1919. 
Hon.  Fred  J.  Uadeod,  Chairman. 

Pnblie  Service  Commission  of  Massachnsetta, 

1  BeactHk  Street,  Boston,  MassacAmsetts. 
Dear  Sir: 

I  beg  to  acknowledge  receipt  of  yonr  letter  of  January  9.  1919, 
addressed  to  the  Postmaster  General,  and  advising  that  yonr  Commis- 
sion will  hold  a  hearing  on  Friday,  January  17,  1919,  in  the  matter  of 
the  toll  rates  prescribed  in  Balletin  No.  22,  Order  No.  2495,  issned  by 
the  Poatmaster  General  on  December  13,  1918,  which  was  duly  filed  by 
the  New  Bn^and  Telephone  and  Telegraph  Company  with  yoor  Cata- 
misuon  to  become  effective  January  21,  1919. 

While  the  New  En^and  company,  which,  as  you  are  aware,  is  now 
and  ever  since  Angnst  1,  1918,  has  been  operating  its  properties  for  the 
account  of  the  government  and  not  for  the  benefit  of  its  stockholden, 
win  represent  the  Postmaster  General  at  your  hearii^  and  present  the 
ease  on  its  merits,  it  may  not  be  amiss  for  me  to  say  that  the  main  pur- 
pom  of  said  Bchednle  of  rates  as  embodied  in  Bulletin  No.  22  was  to 
r«nove  the  many  inconsistencies  and  insularities  which  heretofore  have 
existed  in  the  toll  schedules  of  telephone  companies  in  many  parts  of 
the  United  States,  and  to  treat  the  subject  from  a  nation  wide  standpoint 
so  that  the  rates  for  toll  and  long  distance  service  between  any  two  points 
in  any  part  of  the  country  would  be  exactly  the  same  as  between  any 
two  equidistant  points  in  any  other  part  of  the  country.  The  particntar 
rates  in  this  schedule  in  Bulletin  No.  22,  as  well  as  the  general  bans  of 
the  stmctnre,  were  the  result  of  an  exhaustive  study  covering  sev^al 
months  by  the  committee  on  standardization  of  rates  in  this  Department, 
and  the  general  scheme  represents,  we  believe,  the  best  effort  that  has 
been  devised  to  place  this  vital  matter  of  the  telephone  toll  service  of 
the  entire  country  on  a  unified  and  scientific  basis. 

Owii^  to  the  multitude  of  irregularities  and  inconsistencies  heretofore 
obtaining  in  the  toll  schedules  of  the  different  companies,  which  grew  ap 


DigilizcdbyCOOglc 


974      Massachusetts  PxmLic  Sbbvice  Commission. 

[HU6. 

over  a  long  period  of  years  by  reasoa  of  local  conditions  and  the  vary- 
ing viewB  of  telephone  officials,  each  of  whom  saw  the  proposition  from 
the  standpoint  of  his  own  particular  company,  it  ia  obvious  that  any 
scheme  of  standardisii^  the  rates  from  a  nat'on  wide  standpoint  most 
result  in  the  lowering  of  rates  in  some  places  and  the  raising  of  i«tea 
in  others,  with  the  corresponding  inevitable  effect  of  increasing  or 
diminishing  the  revenues  in  particular  localities,  but  such  effect  on 
revenues  was  not  the  prime  consideration  for  tlie  schedule,  and  as  a  matter  - 
of  fact  the  Postmaster  Qeneral  is  not  advised  as  to  what  may  be  the 
effect  on  the  revenues  of  the  New  England  company  in  Massadinsetts. 

It  appeared  to  be  the  concensus  of  opinion  of  those  best  versed  in 
telephone  affairs  that  there  should  be  a  unification  and  standardization 
of  telephone  rates  throughout  the  country,  and  that  the  first  step  in  snch 
a  problem  was  the  establishment  of  a  unified  and  comprehensive  schedule 
of  rates  for  toll  and  long  distance  service,  and  the  schedule  in  question 
embodies  the  effort  to  make  the  first  step. 

As  in  the  view  of  the  Postmaster  Genen^  the  prime  purpose  of  this 
schediite  is  to  place  the  toll  service  throughout  the  entire  country  on  the 
same  basis,  and,  inasmuch  as  the  telephone  using  public  in  Massachusetts 
will  pay  thereunder  for  such  service  exactly  the  same  rates  as  will  the 
tdephone  using  public  in  every  other  state  of  the  Union  for  similar 
service,  leaving  no  room  for  there  being  any  question  of  discrimination 
against  the  telephone  using  public  of  Massachusetts,  it  would  seem  unfor- 
tunate that  any  attempt  should  be  made  at  this  time,  in  advance  of  actual 
experience  of  operations  under  this  new  schednle,  to  reach  a  conclusioo 
by  estimates  and  opinions  as  to  what  the  actual  effect  would  be  on  Uie 
revenues  from  such  service  in  any  particular  state.  For,  it  would  seem 
obvious  that  no  national,  comprehensive  scheme  of  rates  could  be  made 
effective  in  any  reasonable  period  of  years,  if  investigations  and  tests 
as  to  probable  revenue  results,  from  the  standpoint  of  different  and 
various  theories,  must  be  made  in  each  particular  State  of  the  Union, 
in  advance  of  actual  application  of  the  scheme. 

The  Postmaster  G-eneral  will  welcome  any  assistance  which  your  Com- 
mission can  give  in  testing  the  actual  operation  of  the  schednle  and  in 
securing  data  with  respect  thereto  in  order  to  determine  later  whether 
any  modifications  of  said  schedule  should  be  made,  as  well  as  to  have 
light  for  the  further  step  in  the  problem;  to  wit,  standardisation  of  local 
or  exchange  rates.  Of  course,  you  will  nudeistand  that  hy  the  standardi- 
zation of  local  or  exchange  rates  I  do  not  mean  to  convey  the  impression 
that  such  rates  for  all  places  will  be  the  same,  but  that  the  localities 
throughout  the  country  wilt  be  classified  according  to  the  conditions  pre- 
vailing in  each,  and  then  rates  will  be  prescribed  to  fit  the  conditions  of 
each  class  of  locality. 

Very  truly  yours, 

(S«ned)    W.  H.  LAUAB, 

Solicitor. 
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Railroad  Commission. 

In  re  Application  of  Dansville  Telephone  Exchange  for 

AUTHOBITY  TO  INCREASE  RateS 

T-208. 

Decided  January  32,  1919. 

&ICWW  in  RatM  AvthoriMd  —  Incnusd  Ratas  to  be  EffecUv*  UntQ 
Jannary  1,  19S0. 

Obdeb. 

Application  was  filed  in  ■  the  above-entitled  matter 
together  with  proof  of  a  publication  of  a  notice  by  Arthur 
Hedglen,  owner  of  the  Dansville  exchange  in  Ingham 
County  News,  a  newspaper  of  general  circulation  in  the 
territory  served  by  the  telephone  lines  and  facilities  of  said 
exchange,  setting  forth  that  it  was  the  desire  of  the  said 
Arthur  Hedglen  to  increase  the  rates  for  exchange  and 
switching  service  for  the  subscribers  of  the  Dansville 
exchange,  owned  by  applicant  as  before  recited,  and 

An  order  of  hearing  in  pursuance  of  such  application 
having  been  fixed  for  December  4, 1918,  at  10.00  a.  m.  at  the 
office  of  the  Conmiission  in  the  city  of  Lansing,  at  which 
time  applicant  and  counsel  were  present  and  the  Dans- 
ville-Williamston  Telephone  Company,  a  joint  venture 
and  switching  subscriber,  was  represented  by  William  F. 
Potter. 

The  Commission  having  considered  said  application,  the 
evidence  presented  in  support  thereof,  and  the  representa- 
tions of  said  William  F.  Potter  for  subscribing  joint  venture 
and  others; 

Now,  therefore,  by  virtue  of  the  authority  vested  in  this 
Commission  by  law, 

We  do  hereby  authorise,  Said  Arthur  Hedglen  to  publish 

and  make  effective  as  of  January  1,  1919,  the  following 
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schedule  of  rentals,  rates  and  charges  for  service  famished 
by  said  Arthur  Hedglen  at  his  Dansville  exchange,  viz. : 

PorAntntat 

Bnsiness  exchange  rate CL5  00 

Residence  exchange  rate. .' 16  00 

Exchange  service  rates  are  mode  payable  quarterly  in  ad- 
vance. 

Rnral  exchange  switching  rate 3  00 

Payable  annually  in  advance. 

such  rates  to  be  and  continue  in  effect  until  January  1, 
1920,  only,  the  Commission  hereby  reserving  jurisdictioD 
in  such  matter  to  make  a  further  adjustment  of  rates  as  of 
that  date  after  a  study  of  the  experiences  and  operating 
data  of  such  exchange  for  the  year  1918  has  been  made. 

It  is  hereby  ordered,  That-  said  Arthur  Hedglen  shall  on 
or  before  ten  days  after  June  30  and  December  31,  1919, 
make  a  written  report,  duly  verified  by  affidavit,  of  the  oper- 
ating revenues  and  expenses  of  said  Dansville  exchange 
for  the  six  months'  periods  ending  June  30  and  December 
31, 1919,  respectively,  and  shall  also,  in  said  report,  make  a 
statement  of  the  number  of  discontinuances  of  subscribers' 
telephones  and  switching  lines  for  the  respective  periods, 
if  any,  as  a  result  of  such  increase  in  rates  as  well  as  a 
statement  of  all  normal  installations  and  discontinuances 
for  such  periods  and  the  number  of  sulracribers  in  each 
class  served  at  the  close  of  such  periods. 

Dated  at  Lansing,  Michigan,  January  22, 1919. 
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Railroad  and  Warehonae  Gommisaioii. 

In  re  Appucation  of  The  Noethwestern  Telephone 
Exchange  Company  to  Increase  Locai.  Exchange  and 
Toll  Rates  in  Minnesota. 

Decided  December  31,  1918. 

EnMTBUicr  Incnus  in  Exdwuif  ud  Toll  B»tM  Denied  —  Baeen  tvt 
Emergencr  Increase,  Oouideied. 

Applicant  Bon^t  anthority  to  put  into  effect  an  emergency  increase  in 
exchange  and  toll  rates  thronf^ont  the  State.  The  Conuniasion  fonnd 
that  since  1913  the  company  had  had  an  average  gross  retam  of  9  per 
cent,  upon  the  book  valne,  3^  per  cent,  being  set  aside  by  the  company 
for  reserve  for  depreciation  and  6  per  cent,  annnat  dividends  being  paid. 
The  gross  return  for  Jnly,  August  and  September,  19IB,  was  7.98  per 
cent  In  five  years  the  book  value  of  the  plant  has  increased  $11,000,000, 
or  60  per  eent,  and  between  1916  and  1918  the  inoivase  was  ^,600,000. 
In  1916  gross  earnings  were  22.37  per  cent,  of  plant  value,  while  in  1918 
they  had  fallen  to  20.7  per  cent.  On  July  1,  1918,  an  interchange  of 
properties  took  place  between  the  company  and  Tri-State  Telephone  and  ' 
Telegraph  Company,  resulting  in  the  elimination  of  competition  and  a 
slight  increase  in  net  earnings.  The  company  alleged  that  if  proposed 
wage  inereasee  were  pat  into  effect,  the  present  net  retnm  would  be 
reduced  by  about  2  per  cent.' 

Beld:  That  to  justify  an  emergency  increase  the  Commissicm  would 
consider  whether  increased  rates  were  necessary  to  cover  operating 
expenses  and  fixed  charges,  to  prevent  a  probable  impairment  of  service 
and  property,  and  destruction  of  credit,  or  to  overcome  inroads  made  by 
advanced  operating  costs  or  diminished  patronage; 

That  for  the  purpose  of  the  present  emergency  the  Commisuon  would 
use  the  company's  book  values ; 

That  the  increase  in  plant  value  might  be  caused  by  constmction  of 
facilities  in  anticipation  of  growth  which  was  retarded  by  this  country 
entering  npon  the  war  with  Germany,  or  it  might  represent  investments 
in  faeilitiee  to  provide  for  many  years  of  development  in  the  future,  and, 
in  the  absenee  of  information  upon  which  to  base  a  conclusion  that  all 
of  the  propOTties  represented  by  the  book  value  were  now  in  service  and 
essentjal  for  carrying  on  the  bu^ess,  the  Commission  could  not  say 
that  the  company  was  entitled  to  a  retnm  on  the  same; 
977 
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That  the  company  was  not  in  such  financial  stringency  bnt  that  it  was 
6nancia]ly  able  to  give  its  employees  such  increases  as  were  immediately 
necessary  without  raising  rates,  and  the  stockholders  should  stand  such 
loss  as  the  company  might  incur  between  the  time  of  patting  into  effect 
the  necessary  wage  increases  and  such  time  as  the  company  conld  prop- 
erly prepare  and  present  to  the  Commission  a  foil  disclosure  of  its 
financial  condition; 

That  a  decline  in  the  net  return  from  an  average  of  S  per  cent,  during 
the  past  five  years  to  7.98  per  cent,  as  shown  during  the  three  months  in 
1918,  was  insnfflcient  to  show  that  an  emergency  existed,  and  that  the 
Commission  should  act  without  requiring  the  company  to  folly  prove 
each  item  necessary  in  establishing  their  need  for  additional  funds,  and 
the  application  should  be  denied. 

Opinion  and  Order. 

The  above-entitled  matter  came  on  for  hearing  before 
this  Commission,  November  26  and  27  and  December  2,  3 
and  16,  1918,  Commissioners  Jacobson  and  Putnam  sitting. 

There  appeared  in  behalf  of  The  Northwestern  Tele- 
phone Exchange  Company,  Messrs.  E.  A.  Prendergast  and 
J.  I.  Dille,  as  attorneys.  There  appeared  in  opposition 
thereto  the  folloi^ing :  Mr.  C.  D.  Gould,  city  attorney,  Min- 
.  neapolis,  Minn.,  Mr.  A.  L.  Sperry,  attorney,  Minnesota 
League  of  Municipalities,  Owatonna,  Minn.,  Mr.  J.  E, 
Samuelson,  city  attorney,  Duluth,  Minn.,  and  a  large  num- 
ber of  others,  representing  the  various  municipalities 
affected. 

The  company  introduced  through  oral  and  statistical 
exhibits  a  large  amount  of  testimony,  which  this  Commis- 
sion has  duly  considered.  The  representatives  of  the 
municipalities  requested  an  extended  adjournment  for  the 
purpose  of  preparing  a  defense  to  the  case.  Due  to  the 
fact  that  the  application  was  made  by  the  company  on  the 
plea  that  an  emergency  existed  due  to  present  abnormal 
conditions  and  It  was  necessary  for  the  company  to  have 
additional  funds  in  order  to  properly  furnish  telephone 
service  —  and  the  establishing  o£  a  rate  to  fully  compensate 
the  company  was  not  in  question — the  Commission  denied 
the  application  for  adjournment. 

The  Northwestern  Telephone  Exchange  Company  is  a 
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corporation  organised  under  the  laws  of  the  State  of  Min- 
nesota and  operates  extensive  telephone  properties  within 
the  State.  More  than  99  per  cent,  of  its  total  capital  stock 
18  owned  by  the  American  Telephone  and  Telegraph  Com- 
pany, which  is  the  parent  company  of  what  is  generally 
known  as  the  Bell  System;  The  Northwestern  Telephone 
Exchange  Company  being  one  of  the  operating  companies 
of  that  system. 

The  various  public  utilities  commissions  of  the  several 
states  have,  during  the  past  year,  due  to  war  conditions, 
granted  emergency  increases  in  telephone  rates  in  order  to 
enable  the  utilities  to  continue  operation  and  to  save  them 
from  financial  difficulties.  The  -bases  upon  which  these 
commissions  acted,  and  upon  which  this  Commission 
believes  it  is  a  fair  and  reasonable  basis  to  act  in  an 
emergency  sitnation,  is  to  consider  whether  or  not  the 
return  of  the  telephone  company  falls  within  the  following 
propositions : 

1.  Is  an  increase  in  the  rates  chargeable  by  the  telephone 
company  necessary  to  cover  operating  expenses  and  neces- 
sary fixed  charges  t 

2.  Is  an  increase  in  rates  for  the  war  period  necessary 
to  prevent  a  probable  impairment  of  the  service  and  prop- 
erty and  the  "destruction  of  the  credit  of  the  enterprise  t 

3.  Is  an  increase  in  rates  necessary  to  overcome  inroads 
made  by  advanced  operating  costs  or  diminished  patronage 
and  to  allow  to  the  utility  an  income  no  greater  than  that 
earned  by  the  utility  before  the  wart 

In  considering  these  particular  phases  of  the  condition 
of  the  utility,  the  Commission  will  bear  in  mind  that  cor- 
porations, as  well  as  individuals,  must  bear  their  share  of 
the  burdens  of  the  war  and  must  sustain  some  loss  of 
income  without  flinching.  The  petitioner  introduced  evi- 
dence in  the  form  of  exhibits,  being  a  reproduction  of  the 
general  accounts  and  balance  sheets  of  the  company.  The 
company  has  no  physical  valuation  of  its  properties,  and  for 
the  purpose  of  the  present  emergency  introduced  their  book 
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Talnes,  which  the  Comiuission  will  accept  as  evidence  of  the 
present  values  of  ihe  properties  for  the  purpose  of  this 
case  only. 

According  to  the  exhibits  of  the  telephone  company  the 
net  income  for  the  purpose  of  return  upon  investments, 
including  payment  of  interest  charges  and  setting  aside  a 
depreciation  reserve,  since  1013,  has  been  as  follows : 

Per  Cmt. 

1913 8.88 

1914 8.38 

1916 10.00 

1916 10.10 

1917 ." 8.46 

1918  (arst  ax  months) 7.4« 

1918  (three  months  —  July,  Angast  and  September) 7.98 

or  an  average  return  since  1913  of  9  per  cent  upon  the  bwA 
value  of  their  properties. 

During  the  period  for  which  records  were  introduced 
the  average  depreciation  reserve  set  up  on  the  books  of  the 
company  has  been  3%  per  cent.  The  company  has  paid  an 
annnal  dividend  of  5  per  cent  on  the  outstanding  stock.  A 
further  analysis  of  the  figures  shows  that  within  the  State 
of  Minnesota,  during  this  period  from  1913  to  June  30, 1918, 
there  has  been  an  increase  of  the  book  plant  value  of  more 
than  $11,000,000,  or  in  other  words,  the  plant  value  has 
increased  more  than  50  per  cent  during  the  past  five  years. 
The  company  makes  no  showing  as  to  vrb&t  properties  it 
has  constructed  or  has  assumed  the  operation  of  dnrii^ 
said  period,  and  has  in  no  manner  shown  the  physical  devel- 
opment, nor  did  it  attempt  to  make  any  showing  as  to  its 
development  other  than  the  values  placed  upon  the  books 
of  the  company. 

The  exhibit  does  show  that  the  gross  earnings  per  d<^ar 
invested  in  plant  have  been  materially  reduced,  as  in  the 
State  of  Minnesota  in  1916  the  gross  earnings  were  22.37 
per  cent,  of  the  plant  value,  while  in  1918  the  gross  earnings 
were  only  20.7  per  cent,  of  the  total  plant  value.  Between 
1916  and  1918  the  plant  had  increased  within  the  State  of 
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Minnesota  more  than  $2,500,000.  This  increase  in  plant 
value  may  be  caused  by  eonstruetion  of  facilities  in  antici- 
pation of  growth  which  was  retarded  by  this  country  enter- 
ing upon  the  war  with  Oermany,  or  it  may  represent 
investments  in  facilities  to  provide  for  many  years  of 
development  in  the  future.  The  Commission  has  not  the 
information  before  it  upon  which  to  predicate  a  conclusion 
that  all  of  the  properties  represented  by  the  book  value  of 
the  company  are  now  in  service  and  are  essential  for  the 
carrying  on  of  the  telephone  business  within  the  State 
of  Minnesota  and  that  the  company  is  entitled  to  a  return 
on  the  same. 

On  Jnly  1,  1918,  the  competitive  conditions  existing 
within  this  State  were  eliminated  by  an  interchange  of  a 
large  number  of  properties  between  The  Northwestern  Tele- 
phone Exchange  Company  and  the  Tri-State  Telephone 
and  Telegraph  Company.  This  interchange  of  properties 
was  carried  out  subject  to  the  approval  of  this  Commis- 
sion,* based  upon  representation  that  such  a  division  of 
territory,  and  elimination  of  expensive  competition,  would 
tend  to  reduce  the  expense  to  the  companies  and  aid  them 
during  the  stress  of  war  period.  The  first  three  months 
following  this  interchange  or  separation  of  properties,  The 
Northwestern  Telephone  Exchange  Company  shows  a 
slight  increase  in  net  earnings.  It  would  hardly  seem  pos- 
sible that  an  organization,  such  as  The  Northwestern  Tele- 
phone Exchange  Company,  could  perfect  within  the  first 
few  mouths  its  system  of  business  so  as  to  eliminate  a  great 
many  expenses  that  might  be  eliminated  after  longer 
experience. 

The  application  is  also  based  upon  the  claim  that  the 
telephone  company  is  experiencing  great  difficulty  in  the 
employment  of  labor,  and  that  it  is  necessary  to  give  the 
■  employees  a  substantial  increase.  The  officers  of  the  com- 
pany testified  upon  the  witness  stand  that  the  increases 
were  essential.  The  putting  into  effect  of  the  increases 
claimed  to  be  necessary  would  reduce  the  present  net  return 


•  See  CODunission  Leaflet  Ko.  78,  p.  1490. 
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of  the  company  to  a  little  less  than  2  per  cent.,  giving  the 
company  approximately  a  6  per  cent,  net  return  for  depre- 
ciation, interest  on  its  indebtedness  and  a  return  upon  the 
investment.  Undoubtedly,  this  Connnission,  upon  a  proper 
showing,  would  authorize  the  company  to  earn  a  larger 
return  than  6  per  cent.,  but  it  is  the  belief  of  this  Commis- 
sion that  the  company  is  not  in  such  financial  stringency 
but  that  it  is  financially  able  to  give  their  employees  such 
increases  as  are  immediately  necessary.  The  stoeHiolders 
should  stand  such  loss  as  the  company  might  incur  between 
the  time  of  putting  into  effect  the  necessary  wage  increases 
and  such  a  time  as  the  company  could  properly  prepare 
and  present  to  this  Commission  a  full  disclosure  of  its 
financial  condition;  then  it  would  not  be  acting  upon  a 
hypothetical  case  and  presumptions  of  future  conditions, 
giving  both  the  Commission  and  the  representatives  of  the 
telephone  subscribers  a  full  opportunity  to  thoroughly 
investigate  and  ascertain  to  their  satisfaction  the  reason- 
ableness of  the  demands. 

This  Commission  does  not  believe  that  a  decline  of  a  net 
return  from  an  average  of  9  per  cent  during  the  past  five 
years  to  7.98  per  cent.,  as  shown  during  the  three  months 
(July,  August  and  September,  1918),  is  sufficient  to  show 
that  an  emergency  exists,  and  that  the  Commission  should 
act  without  requiring  the  company  to  fully  prove  each  item 
necessary  in  establishing  their  needs  for  additional  funds. 

The  company  has  failed  to  show  that  its  present  net 
return  does  not  meet  operating  expenses  and  necessary 
fixed  charges;  they  have  not  shown  that  an  increase  in 
rates  is  necessary  to  prevent  an  impairment  of  service  and 
a  destruction  of  the  credit  of  the  enterprise,  and  they  have 
not  shown  that  the  advanced  operating  costs  or  diminished 
patronage  has  reduced  the  net  return  or  earnings  of  the 
utility  to  such  an  extent  that  they  are  entitled  to  additional 
revenue  on  an  emergency  showing,  especially  in  considera- 
tion of  the  fact  that  corporations,  as  well  as  individuals, 
should  to  some  extent  bear  the  burden  of  reduced  returns 
to  stockholders  during  the  present  emergency. 
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Therefore,  it  is  ordered,  That  the  application  of  The 
Northwestern  Telephone  Exchange  Company  to  increase  its 
.local  exchange  and  toll  rates  in  the  State  of  Minnesota,  is 
hereby  denied. 

Dated  at  St.  Paul,  Minnesota,  this  thirty-first  day  of 
December,  1918. 


In  re  Application  of  Tbi-State  Telephone  and  Teleqraph 
Company  fob  Increase  in  Rates  in  Minnesota. 

Decided  December  31,  1918. 

Emargenc?  Increue  in  Toll  Mid  Exchange  Rates  Denied  —  Bases  for 
Emwcency  Increue  Oonaldered. 

Applicant  sou^t  to  put  into  effect  an  eme^^ney  increase  in  its  exchange 
and  toll  rates  thronghont  the  State.  The  company  had  an  average  retnrn 
for  reserve  for  depreciation,  interest,  and  retnrn  on  investment,  between 
1913  and  1918,  of  7.09  per  cent.,  of  5.98  per  cent,  for  the  first  six  months 
of  1918  and  7.23  per  cent,  for  July,  August  and  September.  The  book 
valne  of  the  plsnt  increased  from  $8,000,000  in  1913  to  $10,800,000  in 
1918,  and  on  July  1,  1918,  was  $12,900,000.  The  company  alleged  that 
proposed  wage  increases  would  reduce  net  earnings  in  the  neighborhood 
of  2  or  3  per  cent. 

Held:  That  the  bases  for  an  emei^ncy  increase  in  rates,  based  npon 
what  would  be  considered  insufficient  for  a  permanent  rate  increase,  was 
found  in  a  consideration  of  whether  an  increase  was  necessary  to  cover 
operating  expenses  and  necessary  fixed  charges,  to  prevent  a  probable 
impairment  of  service  and  properly,  and  destruction  of  credit,  or  to  over- 
come advanced  operatii^  costs  or  diminished  patronage  i 

That  it  was  not  necessary  in  an  emergency  ease  to  have  a  detailed 
appraisal  of  the  properties; 

That  as  the  Commission  did  not  know  whether  the  entire  properties 
represented  by  the  book  values  were  being'  used  for  telephone  service,  and 
as  increase  in  plant  values  might  have  been  for  properties  not  to  he 
immediately  used  in  the  operation  of  the  telephone  plant,  or  for  invest- 
ments made  anticipating  development  of  business  curtailed  because  of 
war  conditions  or  in  anticipation  of  many  years'  future  developments, 
an  increase  in  rates  based  on  the  investment  reported  would  not  be 
aathorised; 

That  if  an  increase  in  wages  was  necessary,  the  company  was  in  a 
postion  to  make  the  increase  and  to  stand  the  loss  until  such  time  as  it 
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shoold  show  how  the  increase  in  wagee  was  reflected  in  its  operaling 
revoines ; 

That  the  CamnuBsion  would  not  allow  the  company  a  rate  in  ezeess  of 
that  which  it  enjoyed  prior  to  the  war  period; 

That  as  the  Conuniasiou  had  before  it  the  experience  of  the  company 
for  a  period  of  three  months  only  after  the  interchange  of  properties 
with  The  Northwestern  Telephone  Exchange  Company,  sach  period  was 
not  of  sufficient  length  <m  which  to  predicate  a  rate  oase,  and  the  company 
tmdonbtedly  would  be  able  to  perfect  further  econoipies  which  would 
ud  it  in  its  so-called  financial  stringency; 

That  as  the  company  had  not  shown  that  it  needed  an  increase  in 
rates  in  order  to  meet  operating  expenses,  to  prevent  an  impairment  of 
service  or  destruction  of  properties  or  credit,  or  to  overcome  inroads 
made  by  advanced  operating  costs  or  diminishing  patronage,  the  applica- 
tion should  be  dented. 

Opinion  and  Order. 

The  above-entitled  matter  came  on  for  hearing  before  the 
Commission,  at  the  State  Capitol,  St.  Paul,  Minnesota, 
December  4,  1918. 

Appearances:  for  the  Tri-State  Telephone  and  Tele- 
graph Company,  Messrs.  Harlan  P.  Roberts  and  C.  B.  Ran- 
dall, attorneys;  for  the  objectors,  for  Albert  Lea,  Minne- 
sota, Mr.  John  O.  Peterson,  city  attorney;  for  Austin,  Min- 
nesota, Mr.  J.  N.  Nicholson,  city  attorney;  for  Owatonna, 
Minnesota,  Hon.  Thos.  E.  Cashman  and  Mr.  Louis  Wato- 
wan;  for  St.  Paul,  Minnesota,  Commissioner  0.  E.  Keller, 
corporation  counsel  0.  H.  O'Neill,  Mr.  J.  H.  Beek  of  the 
St.  Paul  Association  of  Public  and  Business  Affairs;  for 
Winona,  Minnesota,  Mr.  H.  B.  Watkins  of  the  Association 
of  Commerce;  for  Eed  Wing,  Minnesota,  Mr.  D.  M.  Neii 
of  the  Red  Wing  Telephone  Company;  for  the  Minnesota 
League  of  Municipalities,  Mr.  A.  L.  Sperry,  attorney. 

A  nxmaber  of  days  were  taken  in  the  introduction  of  evi- 
dence on  the  part  of  the  telephone  company,  and  a  great 
deal  of  evidence  was  introduced.  The  Tri-State  TelejAone 
and  Telegraph  Company  is  a  corporation  owning  and  oper- 
ating an  extensive  telephone  system  in  the  State  of  Minne- 
sota. 

The  application  was  made  as  an  emergency  application, 
the  telephone  company  claimijig  that  they  needed  imme- 
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diate  relief  in  order  to  carry  on  the  business  of  the  utility. 
Motions  were  made  on  behalf  of  the  municipalities,  and  by 
representatives  of  the  subscribers  for  an  adjustment  of 
sixty  days  in  which  to  prepare  to  contest  the  matter.  The 
Commission  denied  these  motions  on  the  ground  that  if  any 
relief  was  granted  the  company  must  show  that  it  needed 
immediate  relief,  and  such  adjournment  would  be  incon- 
sistent with  the  position  of  the  Commission  that  it  was 
hearing  the  matter  as  an  emergency  case. 
-  Various  utility  commissions  in  the  several  states  daring 
the  past  year  have  authorized  increases  in  rates  to  public 
utititiee,  based  upon  emergency  demands.  The  bases  of 
such  increases  in  rates,  based  upon  what  would  not  be  con- 
sidered suflSeient  for  a  permanent  rate  increase,  are  founded 
upon  certain  specific  questions :  first,  is  an  increase  in  the 
rates  chargeable  by  the  company  necessary  to  cover  operat- 
ing expenses  and  necessary  fixed  charges;  second,  is  an 
increase  in  rates'  necessary  to  prevent  a  probable  impair- 
ment of  the  service  and  property,  and  destruction  of  the 
credit  of  the  enterprise ;  third,  is  an  increase  in  rates  needed 
to  overcome  advanced  operating  costs,  diminished  patron- 
age, and  to  allow  the  utility  no  greater  income  than  that 
earned  by  the  utility  before  the  war. 

These  questions  should  be  considered  in  view  of  the  fur- 
ther fact  that  the  corporations  as  well  as  individuals  must 
bear  their  share  of  the  burdens  of  the  war  and  sustain  some 
loss  of  income  without  flinching. 

The  company  submitted  a  statement  of  its  operating  rev- 
enues and  expenses  for  the  period  from  January  1, 1913,  to 
September  30,  1918.  The  net  operating  return  for  depre- 
ciation reserve,  interest  on  indebtedness,  and  return  on  the 
property  investment  being  as  follows : 

Per  Cent. 

In  1913  8  73 

In  1914  7.86 

In  1915  8 .06 

In  1816   6.29 

Iq  1917  5.63 

In  1918  (baaed  upon  the  first  six  months)   ■■ 5.98 
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making  an  average  net  for  the  five-year  period  of  7.09  per 
cent.  In  considering  this  present  case  it  must  be  home  in 
mind  that  on  July  1,  1918,  due  to  the  interchange  of  certain 
properties  between  The  Northwestern  Telephone  Exchange 
Company  and  the  Tri-State  Telephone  and  Telegraph  Com- 
pany, which  interchange  was  done  pursuant  to  an  order" 
issued  by  this  Commission,  based  upon  representations  by 
the  telephone  companies  that  the  interchange  in  their  prop- 
erties, and  the  elimination  of  competitive  conditions,  would 
tend  to  lower  operating  costs  and  enable  the  companies  to 
furnish  telephone  service  more  economically  than  tiiey  had 
under  the  competitive  conditions,  and  by  virtue  of  this 
interchange  of  projwrty  it  is  estimated  that  more  than  two- 
thirds  of  the  property  now  operated  by  the  Tri-State  Tele- 
phone and  Telegraph  Company  was  the  property  of  The 
Northwestern  Telephone  Exchange  Company  prior  to  July 
1,  1918;  that  the  experience  of  this  company  in  operating 
this  property  is  shown  for  a  three  months'  period,  being 
the  months  of  July,  August  and  September,  1918;  that  on 
the  basis  of  this  three  months'  period,  the  net  return  to 
the  company  for  depreciation,  interest  and  return  on  invest- 
ment for  the  last  of  these  three  months  was  7.23  per  cent, 
being  higher  than  the  company  had  received  at  any  time 
since  1915,  and  being  greater  than  the  average  per  cent, 
during  the  past  five  years  and  only  1.52  per  cent,  less  than 
the  largest  return  received  by  the  company  during  the  past 
five  years. 

The  plant  of  the  company  from  1913  to  June  30,  1918, 
increased  from  practically  $8,000,000  in  1913  to  $10,800,000 
in  1918.  There  is  no  evidence  in  the  case  showing  the  prop- 
erty purchased  during  this  period  by  the  increased  invest- 
ment, or  the  additional  property  operated.  By  the  transfer 
on  July  1, 1918,  the  plant  value  of  the  property  is  increased 
to  $12,900,000.  The  only  evidence  of  the  value  of  the  prop- 
erties of  the  telephone  company  placed  in  evidence  in  this 
case  are  the  hook  values.  The  Commission  did  not  deem  it 
necessary    for   an   emergency   case   to   have   a   detailed 


*  See  GotninisEion  Leaflet  No.  78,  p.  1490. 
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appraisal  of  the  properties  of  the  telephone  company,  but 
the  company  has  failed  to  show  the  properties  operated,  or 
to  show  any  reason  for  the  increase  in  the  investment.  The 
Commission  is  not  informed  whether  the  entire  properties 
represented  by  the  book,  values  are  being  used  for  telephone  . 
service;  the  Commission  is  not  informed  whether  or  not 
the  $2,800,000  increase  in  plant  between  the  years  1913  and 
June  30,  1918,  was  invested  in  properties  which  were  to  be 
immediately  used  in  the  operation  of  the  telephone  plant,  or 
whether  this  was  investment  made  anticipating  develop- 
ment of  business  which  was  curtailed  because  of  war  con- 
ditions, or  in  anticipation  of  many  years'  future  develop- 
ment. 

Before  the  Commission  could  authorize  an  increase  in 
rates  on  such  investment  it  would  appear  that  it  should  be 
advised  as  to  what  constitutes  the  property  procured  by 
these  additional  investments. 

The  company  also  contends  that  because  of  present  labor 
conditions  and  the  demand  of  the  employees  for  increases 
in  their  wage  schedules  that  it  was  essential  that  the  com- 
pany have  additional  funds  before  putting  into  effect  the 
new  wage  scales.  The  proposed  wage  scale  would  mean 
a  reduction  of  the  net  earnings  of  the  company  in  the 
neighborhood  of  two  to  three  per  cent.  The  continuation 
of  such  an  increased  expense  ovqr  an  extended  period  of 
time,  ■ftithout  an  increase  in  revenue,  might  affect  the  finan- 
cial standing  of  the  company,  but  the  Commission  believes 
that  if  the  increase  in  wages  was  necessary  that  the  com- 
pany was  in  a  position  to  make  the  increase ;  to  stand  a  loss; 
until  such  time  as  the  company  could  show  this  Commission 
how  the  increase  in  wages  was  reflected  in  their  operating 
statement.  Then  this  Commission  would  not  be  acting  upon 
a  hypothetical  case  and  presumptions  of  future  conditions. 

This  Commission  does  not  feel  that  in  a  case  of  this 
sort  that  it  would  be  justified  in  allowing  the  telephone 
company  a  rate  upon  its  property  in  excess  of  that  which 
it  enjoyed  prior  to  the  war  period.  The  company  prior  to 
July  1,  1918,  was  ope  rati  ng_  under  very  strenuous  competi- 
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tive  conditions  which  necessitated  considerable  expense  to 
meet  competition.  In  a  number  of  instances  there  are 
abnormally  low  rates,  especially  as  compared  with  non- 
competing  points.  Also,  under  the  competitive  oonditionB 
tile  company  was  constantly  in  danger  of  being  driven  out 
of  business  because  of  competition. 

Since  July  1,  1918,  the  earnings  of  the  company  have 
shown  a  marked  increase,  which  is  attribnted  by  the  officers 
of  the  company  to  the  savings  and  economies  that  they 
found  possible  because  of  the  elimination  of  competition. 
The  Commission  has  before  it  the  experience  of  the  com- 
pany for  a  period  of  three  months  only.  It  would  appear 
to  tiiis  Commission  that  a  three  months*  period  is  not  a 
sufficient  length  of  time  on  which  to  predicate  a  rate  case, 
and  that  undoubtedly  the  company  will  be  able  to  perfect 
further  economies  which  will  aid  them  in  their  so-called 
financifil  stringency. 

The  Commission  finds  that  the  company  has  not  shown 
that  it  needs  an  increase  in  rates  in  order  to  meet  its  operat- 
ing expenses.  The  company  has  not  shown  it  needs  an 
increase  in  rates  to  prevent  an  impairment  of  its  service 
or  destruction  of  its  properties  or  of  the  credit  of  the  enter- 
prise; that  it  does  not  need  an  increase  in  rates  to  over- 
come inroads  made  by  advanced  operating  costs  or  dimin- 
ishing patronage  and  to  allow  an  income  no  greater  than 
that  earned  by  the  utility  before  the  war. 

Therefore,  it  is  ordered,  That  the  application  of  the  Tri- 
State  Telephone  and  Telegraph  Company  for  an  increase 
in  its  toll  and  exchange  rates  in  the  State  of  Minnesota  is 
hereby  denied. 

Dated  at  St.  Paul,  Minnesota,  this  thirty-first  day  of 
December,  1918. 
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In  re  Application  of  Ash  Gbotb  Tblbphone  Compaht  to 
Inobease  Rates  at  Ash  Obotb. 

Case  No.  1728. 

Decided  December  21,  1918. 

^tcramw  in  Bntluvst,  Beildflnce  uid  Banl  BstM  Anthoxltad  —  Vabw 
BmMd  on  PordiMe  Prico  uid  Hi^ier  Valiutlan  bj  Ezpart  Din*- 
gud«d — Sale  Price  Oonaldered  not  Oondudra  —  Inflwnca  of 
Unnmutentln  Rates  <ob  Sale  Value  Oonaidered  — ^Allow- 
ance of  6  Per  Cent  Hade  for  B«aem  for  Depreciation 
—  Allowance  of  7  P«r  Cent.  Hade  for  Eata  of  Bo- 
tom  ~- 14.00  SwitGlilns  2Ut«  Considered  Hot 
Dnreaaonably  Wiyh. 

Applicant,  operating  an  exchange  at  Ash  Qrove  serving  588  statiotu^ 
songht  authority  to  increase  bnsiness  and  residence  rates  60  cents  per 
month,  and  rural  rates  16  2/3  to  75  cents  per  month  for  different  classes. 

Applicant  bought  the  property  Septemher  1,  1918,  for  912,600,  and 
his  vendor,  who  had  also  filed  sn  application  to  increete  rates  approxi- 
mately 15  cents  to  40  cents  per  month  on  different  classes  of  serviee, 
had  bought  it  on  January  1, 1918,  for  $10,000.  The  vendor,  in  an  affidavit 
on  Jnne  24,  1918,  valued  the  plant  at  $12,000.  Applicant's  petition  fixed 
the  value  at  not  less  than  $18,000,  and  the  property  had  been  aseesaed 
for  taxation  sa  worth  $11,100.  The  valuation  by  an  expert  telephone 
engineer  gave  the  reproduction  cost  new  at  $37,218.11,  and  depreciated 
present  valne  at  $28,327,  including  $3;344  as  cost  of  establishing  the 
business  and  $437  for  working  capital.  He  estimated  the  property  was 
in  73.49  per  cent,  condition  and  fixed  9  per  cent,  for  reserve  for  deprecia- 
tion; he  also  estimated  that,  using  7  per  cent,  for  reserve  for  depreciation 
and  7  per  cent,  for  retnm,  the  proposed  rates  would  produce  an  annual 
deficit  of  $120.10. 

The  Commission  found  that  under  present  rates  there  was  a  deficit  of 
$339.84  for  the  year,  not  including  anything  for  a  retnm  or  reserve  for 
depreciation,  and  that  an  increase  of  50  cents  per  month  for  bnsineBS 
telephones,  15  cents  to  26  cents  for  residence  telephones,  and  the  increase 
reqneeted  by  applicant's  vendor  for  rural  lines,  would  yield  a  net  revenue 
of  $1,621.28. 
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Held:  That  although  the  purchase  price  was  not  coutrollii^  in  fixing 
a  value  upon  a  utility,  the  great  discrepancy  between  the  valuation  of 
applicant's  engineer  and  the  purchase  price  in  two  recent  sates,  and 
declared  values  by  successive  owners,  was  bo  great  as  to  convince  the 
Commission  that  something  was  seriously  wrong  with  claims  of  value, 
and  that  the  engineer's  valuation  was  too  high  or  that  the  exchange  was 
improvidently  built ; 

That  the  rates  now  charged  were  not  so  low  in  comparison  with  those 
of  similar  exchanges  as  to  jostify  applicant's  clum  that  the  market  valne, 
which  had  regulated  the  sale  prices,  had  been  reduced  so  greatly  because 
of  "  false  and  bankrupting  "  rates ; 

That  applicant  could  not  be  seriously  injured  if  rates  were  allowed  to 
take  care  of  operating  expenses  and  make  reasonable  provision  t<a 
depreciation  and  return  upon  the  money  he  actually  had  invested  in  the 
exehange,  especially  in  present  times  when  every  person  and  bosiness 
concern  was  fortunate  to  find  even  a  measure  of  relief  from  conditions 
produced  by  the  war; 

That  in  view  of  the  grave  doubt  upon  the  accuracy  of  the  engineer's 
report,  the  Commission  would  not  undertake  to  fix  a  valuation  upon  the 
ex  parte  testimony  in  this  case,  and  would  use  $12,500  as  the  figure  in 
calculating  reasonable  and  just  rates; 

That  applicant  was  clearly  entitled  to  6  per  cent,  for  reserve  for  depre- 
ciation and  7  per  cent,  for  return  on  investment; 

That  as  the  present  rates  were  too  low  to  earn  operating  expenses, 
reserve  for  depreciation,  and  return  even  on  a  $12,000  value,  and  as 
applicant  was  entitled  to  earn  a  net  revenue  of  $1,625  per  year,  such 
rates  should  be  authorized  as  would  yield  an  expected  net  revenue  of 
$1,621.28; 

That  the  rates  proposed  for  rural  service  were  reasonable  and  in  line 
with  rates  for  similar  service  chai^d  by  other  telephone  companies; 

That  the  present  switching  rate  of  $1.50  was  entirely  inadequate,  and 
the  proposed  rate  of  $4.00  per  annum  was  not  an  unreasonably  hi^  rate 
for  such  service. 

Report. 
The  telephone  exchange  of  the  Ash  Grove  Telephone 
Company,  herein  called  applicant,  is  owned  and  operated 
by  W.  P.  Misemer,  the  same  having  been  purchased  by  him 
from  J.  A.  Davenport  on  September  1,  1918.  Before  that 
sale  applicant  had  filed  its  P.  S.  C.  Mo.  No.  2,  canceling 
Original  P.  S.  C.  Mo.  No.  1,  the  same  being  a  schednle  of 
increased  rates  proposed  to  be  charged  on  and  after  Sep- 
tember 1,  1918.  On  September  17,  1918,  W.  P.  Misemer, 
then  owner,  filed  a  petition,  accompanied  by  a  rate  sheet, 
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aeking  greater  increases  than  those  provided  for  in  appli- 
cant's said  P.  S.  C.  Mo.  No.  2.  The  following  is  a  compari- 
son between  present  monthly  rates  and  those  asked  by 
Mr.  Davenport  in  the  schedule  designated  its  P.  B.  C.  Mo. 
No.  2,  and  herein  referred  to  as  Davenport  sehedole,  and 
those  asked  by  Mr,  Misemer,  and  herein  referred  to  as 
Misemer  schediile. 


Clamfieation 

Rate* 

PretetU 

MUmner 

BunwM.- 

$1  60 
75 

1  00 
76 
75 

11  75 
75 

1  15 

90 

none 

none 

33} 

90 

none 

78 

Rural: 

60 
none 

m 

On  Aug^ist  31,  1918,  a  protest  against  the  Davenport 
schedule  was  signed  by  abont  180  persons  as  rural  sub- 
scribers, stating  that  the  proposed  rates  were  too  high,  but 
expressing  a  willingness  to  pay  certain  increased  rates 
therein  specified  if  the  Commission  found  same  to  be  justi- 
fied. The  Misemer  rate  sheet  was  not  filed  as  a  separate 
rate  schedule.  The  rates  therein  specified  are  considerably 
higher  than  the  Davenport  schedule  and  doubtless  are  more 
objectionable  to  those  subscribers  protesting  against  the 
Davenport  schedule.  On  August  28,  1918,  the  Commission 
suspended  said  schedule  P.  S.  C.  Mo.  No..  2  for  a  period 
of  one  hundred  twenty  days  ending  December  29,  1918.  A 
hearing  was  held  by  one  of  the  Commissioners  in  the  city 
of  Springfield,  on  September  25, 1918.  Applicant  was  there 
represented  by  Mr.  Davenport  and  Fred  0-  Small  appeared 


DigilizcdbyCOOglc 


992  Missouri  Public  Service  Commission. 

(Ma 
as  attorney  for  protesting  rural  subscribera.    No  protest 
was  filed  by  the  city  subscribers,  nor  were  they  represented 
at  the  hearing.    The  case  was  submitted  to  the  Commission 
on  the  evidence  introduced  at  said  hearing. 

The  Pacts. 

Aah  Grove  is  a  city  of  about  1,000  population,  the  1910 
census  figure  being  1,075.  Applicant  owns  a  Western  Elec- 
tric magneto  switchboard.  The  city  lines  are  described  as 
"  half  metallic,"  as  the  lines  have  a  common  return  copper 
wire  instead  of  using  the  earth  as  one  side  of  the  circuit 
The  rural  lines  are  grounded.  All  lines  are  iron  wire, 
except  the  return  wires.  The  plant  is  all  aerial  construction 
with  some  cable.  Accompanying  the  Davenport  schedule 
there  was  filed  with  the  Commission  a  statement  of  monthly 
revenues  derived  from  present  rates  and  estimated  monthly 
revenues  from  proposed  rates,  as  follows : 

Num-  Pretent  Proposed 

ber            Claasifieation  Bate  Revenue  Rate  Seventte 
Business  : 

38        Direct  line   $1  50  $67  00  |1  75  $66  SO 

3         EztenBioQ    76  2  26  76  2  25 

Besidenee: 

104        Direct  line  1  00  104  00  1  15  119  60 

42        Four-party   75  31  50  90  37  80 

3        Extension   50  160  50  150 

Kuroi: 

74        ClasB  A  (switchii«) . . .  12%  9  25  33V&  '24  66 

206        Class  B 60  103  00  SO  U88 10 

118        Class  D 33H  39  33  75  88  60 

688  $347  83     $528  91 

*  The  fi^re  in  statement  was  erroneously  given  $24.76. 
t  This  total  was  apparently  based  on  209  stations. 

To  each  of  above  should  be  added  toll  monthly  commis- 
sions $45.00,  non-subscribers'  tolls  $2.40,  miscellaneous 
revenue  $10.00.  The  present  and  estimated  monthly 
revenues,  therefore,  are  $406.23  and  $586.31,  respectively, 


Digilizcd  by  Google 


Application  of  Ash  Grove  Telephone  Co.         993 
.  L.  87] 

or  present  and  estimated  annual  revenues  $4,862.76  and 
$7,035.72,  respectively.  Certain  obvious  errors  have  been 
adjusted  in  arriving-  at  these  figures. 

In  the  Davenport  statement  the  present  actual  monthly 
operating  expenses,  including  .taxes  based  on  April,  1918, 
expenses,  are  given  $433.55,  and  the  estimated  montbly 
operating  expenses  are  given  $459.47.  The  increased 
expenses  estimated  are  $12.00  for  manager,  bringing  that 
item  to  $110,  $7.50  for  operators,  or  a  total  of  $75.00,  $5.00 
for  tronbleman,  or  a  total  of  $75.00,  an  estimate  of  $150 
for  maintenance,  being  an  increase  over  April,  1918,  of 
$8.02,  and  a  reduction  in  item  Other  Expense  from  $18.60 
to  $10.00.  On  this  basis  the  present  and  estimated  annual 
expenses  amount  to  $5,202.60  and'  $5,513.64,  respectively. 
Comparing  present  and  estimated  annual  revenues  with 
present  and  estimated  ojjerating  expenses  as  shown  by 
Davenport's  statement,  we  find  a  deficit  for  the  year  of 
$339.84  under  present  rates  and  expenses,  and  a  net  annual 
revenue  of  $1,522.08  under  proposed  rates  and  estimated 
expenses.  These  figures  do  not  take  into  consideration 
return  on  capital  invested  or  reserve  for  depreciation. 

Applicant  filed  an  exhibit  at  the  hearing  marked  as 
Exhibit  3,  and  prepared  by  H.  P.  Topping,  a  valuation 
engineer  of  training  and  experience,  showing  that  the 
expected  annual  operating  revenue  under  the  Misemer 
schedule  of  rates  would  be  $8,529.  Mr.  Topping  added  toll 
revenues  of  $568,  making  a  gross  annual  revenue  of 
$9,067.80.  'Mr.  Topping  used  the  figure  $5,252.17  as  the 
annual  expense.  It  does  not  appear  where  this  figure  was 
obtained,  except  that  it  was  furnished  by  applicant.  That 
figure  is  no  doubt  comparable  with  the  present  expenses 
shown  by  the  Davenport  statement  of  $5,202.60,  and  the 
difference  may  be  accounted  for  by  the  possible  use  of  a 
somewhat  different  period  of  time.  Mr.  Topping  thereby 
shows  an  estimated  net  revenue,  exclusive  of  depreciation 
and  return,  of  $3,8^.63. 

Mr.  Topping  made  an  inventory  and  appraisal  of  appli- 
cant's exchange   at  Ash  Grove,  including  the  property 
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devoted  to  the  rural  lines,  as  of  date  September  15,  1918, 
using  pre-war  prices,  and  fixed  the  value  of  the  physical 
plant  on  reproduction  cost  new  [basis]  at  $33,437,  find 
depreciated  present  value  $24,546.  He  found  the  property 
in  73.49  per  cent,  condition.  He  added  $3,344  as  cost  of 
establishing  the  business  and  $437  for  working  capital, 
thereby  finding  a  value  for  rate-making  purposes  in  the 
sum  of  $28,327.  He  fixed  the  rate  of  depreciation  at  9  per 
cent.,  and  applying  this  rate  to  the  reproduction  cost  of  the 
physical  property,  $33,437,  he  found  the  annual  reserve  for 
depreciation  should  be  $3,027.  In  Exhibit  3  he  used  7  per 
cent,  for  depreciation  and  7  per  cent,  for  return  and  appUed 
this  to  the  value  for  rate-making  purposes  of  $28,327,  and 
found  thereby  an  annual  deficit  under  the  Misemer  schedule 
in  the  sum  of  $120.16. 

In  striking  contrast  to  the  Topping  valuation  is  the  testi- 
mony showing  that  Davenport  bought  the  entire  property 
January  1,  1918,  for  $10,000,  and  sold  it  to  Misemer  Sep- 
tember 1,  1918,  for  $12,500.  In  a  letter  addressed  to  the 
Commission  under  date  of  October  9,  1918,  'Mr.  Misemer 
advised  the  Commission  that  the  former  owner  sold  the 
plant  to  Davenport  for 
"  $500,  an  old  aotomobile  and  a  note  for  the  balance." 

This  evidently  made  up  the  $10,000  consideration  paid  by 
Davenport.  On  Jane  24, 1918,  Davenport  made  an  affidavit 
to  data  submitted  to  the  Commission,  in  which  he  fixed  the 
value  of  the  plant  at  $12,000.  On  September  17,  1918,  Mr. 
Misemer  filed  his  petition,  in  which  he  fixed  the  value  of  the 
exchange  at  not  less  than  $18,000. 

It  is  also  interesting  to  note  from  the  Journal  of  the 
State  Board  of  Equalization  for  1917  and  1918  that  the 
entire  value- of  the  property  of  applicant  in  Dade,  Greene 
and  Lawrence  Counties,  as  assessed  by  the  State  Tax  Com- 
mission and  adjusted  and  equalized  for  taxation  purposes 
by  the  State  Board  of  Equalization,  was  $4,440  each  year. 
If  the  property  was  assessed  at  40  per  cent,  of  its  value,  it 
must  have  been  regarded  by  the  Board  as  worth  $11,100. 
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All-  the  rates  under  suspension  were  based  on  a  $12,000 
valuation.  'Mr.  Topping  found  reproduction  cost  new  of 
the  plant  in  the  sum  of  $37,218.11.  No  valuation  of  the 
property  has  been  made  by  the  engineers  of  the  Commis- 
sion. In  his  letter  of  October  9, 1918,  Mr.  Miaemer  told  the 
Commission 

"this  exchange  was  Tery  unprofitable,  and  aecordingty  the  firat  cost  or 
investment  of  $37,218.11  (Topping  reproduction  flgnre)  depreciated  like 
bod  money,  and  every  one  who  has  owned  the  exchange  has  been  only  too 
^ad  to  turn  to  some  innocent  purchaser,  who  in  turn  has  always  been 
already  and  waiting  to  turn  it  again  to  the  innocent." 

He  said  this  was  because  the  business  was  based  on  false 
and  bankrupting  rates.  There  Is  no  evidence  that  the 
exchange  ever  cost  anyone  anything  like  $37,218.11.  While 
the  present  rates  are  not  high  rates,  there  are  numerous 
telephone  exchanges  in  the  State  in  cities  comparable  to 
Ash  Grove  which  have  enjoyed  prosperity  in  ordinary  times 
on  rates  no  higher. 

Conclusion. 
It  is  quite  clear  that  the  present  rates  are  too  low  to  earn 
operating  expenses,  depreciation  and  return  even  on  the 
$12,000  value  fixed  by  Davenport.  It  is  also  true  that  the 
purchase  price  is  not  controlling  in  fixing  a  value  upon  a 
utility,  but  the  great  discrepancy  between  the  valuation  of 
applicant's  engineer  and  the  purchase  price  in  two  recent 
sales  of  the  plant  and  declared  values  by  successive  owners 
is  so  great  as  to  leave  in  our  minds  the  conviction  that  there 
is  something  seriously  wrong  with  claims  of  value  in  this 
case,  and  that  either  the  engineer's  valuation  is  too  high 
or  the  exchange  .was  improvidently  built.  The  rates  now 
charged  are  not  so  low  in  comparison  with  those  of  similar 
exchanges  to  justify  the  claim  that  the  plant  value  has  been 
reduced  so  greatly  by  '*  false  and  bankrupting  "  rates. 
The  experts  of  the  Commission  are  not  available  for  an 
independent  valuation  of  this  exchange,  on  account  of  the 
great  mass  of  other  work  now  demanding  their  attention. 
Applicant  cannot  be  seriously  injured  if  such  rates  are 
allowed  as  will  take  care  of  operating  expenses  and  make 
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reasonable  provision  for  depreciation  and  return  npon  the 
money  he  actually  has  invested  in  the  exchange,  esi>eciaUy 
in  times  like  these  when  every  person  and  business  concern 
is  fortunate  to  find  even  a  measure  of  relief  from  conditions 
produced  by  the  war.  The  Commission  will  not  undertake 
to  fix  a  valuation  upon  the  ex  parte  testimony  in  this  case, 
especially  since  such  grave  doubt  is  thrown  upon  the  accu- 
racy of  the  engineer's  report  by  all  the  other  testimony  in 
the  case  and  letters  and  records  to  which  reference  has  been 
made.  Withont  fixing  $12,500  as  the  actual  value  of  appli- 
cant's exchange,  in  the  absence  of  satisfactory  proof  of 
greater  value,  we  will  use  that  figure  in.  calculating  reason- 
able and  just  rates. 

The  annual  revenues  expected  from  the  rates  named  in 
the  Davenport  schedule  are  $7,035.7^  Applicant  is  clearly 
entitled  to  6  per  cent,  for  depreciation  reserve  and  7  per 
eent.  for  return  investment.  Applicant  is  therefore  entitled 
to  earn  a  net  revenue  of  $1,625  per  year.  Accepting  Daven- 
port's statement  of  estimated  annual  expenses  of  $5,513.64, 
leaves  a  net  return  of  $1,522.08  under  the  rates  he  has 
named.  These  rates  are  reasonable  in  our  judgment, 
except  that  they  will  not  provide  sufficient  revenue  to  pro- 
vide for  the  item  of  keeping  in  repair  company  owned 
instruments,  furnishing  batteries  for  same  as  suggested 
by  Mr.  Misemer  at  the  hearing.  The  Commission  will 
approve  a  charge  of  $2.00  per  month  for  direct  line  business 
telephones,  and  $1.25  per  month  for  direct  line  resi- 
dence telephones,  and  $1.00  per  month  for  four-party  line 
residence  telephones.  These  increases  over  the  Davenport 
schedule  should  provide  additional  annual  revenues  as  fol- 
lows: business  direct  line  $114;  residence  direct  line 
$124.80;  residence  four-party  line  $50.40;  or  a  total  of 
$289.20.  This  sum  added  to  the  expected  revenue  under 
the  Davenport  schedule  should  earn  total  annual  revenues 
in  the  sum  of  $7,334.^,  or  a  net  annual  revenue  of  $1,821.28. 
The  telephone  engineer  of  the  Commission  has  calculated 
for  us  that  the  additional  batteries  to  be  furnished  by  appli- 
cant and  keeping  same  in  repair  should  not  eost  to  i 
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$200  per  annum.  Bedacing  the  net  revenue  of  $1,821.28 
by  this  amount  leaves  $1,621.28,  as  the  expected  net  annual 
revenue  applicable  to  depreciation  and  return.  The  Com- 
mission will  approve  a  schedule  of  rates  in  conformity  to 
the  findings  herein  set  forth,  that  is  to  say  the  rates  named  ■ 
in  the  Davenport  schedule,  with  the  modifications  on  direct 
business  and  residence  lines  and  four-party  residence  lines 
above  suggested. 

The  rates  proposed  in  the  Davenport  schedule  for  rural 
line  service  appear  to  be  reasonable  and  in  line  with  rates 
for  similar  service  charged  by  other  telephone  companies 
in  the  State  rendering  similar  service.  The  present  switch- 
ing rates  of  applicant  are  entirely  inadequate.  The  Daven- 
port rate  of  $4.00  per  annum  is  not  an  unreasonably  high 
rate  for  this  class  of  service,  ifany  exchanges  in  this  State 
have  a  higher  rate  for  this  class  of  service. 

An  order  will  issue  accordingly. 

Ordeb. 

This  case  being  at  issue  upon  the  order  of  the  Commission 
suspending  Ash  Grove  Telephone  Company's  P.  S.  C.  Mo. 
No.  2,  canceling  its  Original  P.  S.  C.  Mo.  No.  1,  the  same 
being  a  schedule  of  proposed  rates  and  charges  for  said 
company's  exchange  at  Ash  Grove,  Missouri,  and  a  public 
hearing  and  investigation  of  the  matters  and  things  therein 
at  issue  having  been  had  by  the  Commission,  and  the  Com- 
mission on  the  date  hereof  having  made  and  filed  its  report 
herein,  which  report  is  hereby  referred  to  and  made  a  part 
hereof,  and  the  Conmiission  being  fully  advised  in  the 
premises ; 

Now,  after  due  deliberation, 

It  is  ordered,  1.  That  the  Commission  finds  that  the  pres-  ■ 
ent  rates  and  charges  of  the  Ash  Grove  Telephone  Com- 
pany for  telephone  service  at  its  exchange  at  Ash  Grove, 
Missouri,  are  unreasonably  low  and  unjust ;  that  the  rates 
provided  for  in  said  company's  P.  S.  C.  Mo.  No.  2  are  not 
sufficiently  high  for  certain  classes  of  service  and  are 
unreasonably  low  and  unjust;  that  the  rates  provided  for 


DigilizcdbyGOOglc 


998  Missouri  Public  Servicte  Commissiok. 

I 
in  the  schedule  known  as  Misemer  schedule  are  unreason- 
ably high  and  unjust. 

Ordered,  2.  That  said  Ash  Grove  Telephone  Company 
on  or  before  the  effective  date  of  this  order  cancel  and 
withdraw' said  P.  S.  C.  Mo.  No.  2  and  said  schedule  referred 
to  as  Misemer  schedule. 

Ordered,  3.  That  said  Ash  Grove  Telephone  Company  be 
permitted  to  file  a  new  schedule  of  rates  and  charges  for 
telephone  service  at  Ash  Grove,  Missouri,  effective  on  short 
notice,  naming  a  rate  of  $2.00  per  month  for  direct  line  busi- 
ness telephones,  $1.25  per  month  for  direct  line  residence 
telephones,  and  $1.00  per  month  for  four-party  line  tele- 
phones, and  to  provide  in  said  schedule  that  all  batteries 
in  telephones  owned  by  said  company  shall  be  furnished  by 
said  company  and  such  instruments  kept  in  repair  by  said 
company.  That  all  other  rates  for  business,  residence  and 
rural  telephone  service  conform  to  the  rates  named  in  said 
P.  S.  C.  Mo.  No.  2. 

Ordered,  4,  That  this  order  shall  be  in  full  force  and  effect 
on  and  after  January  1,  1919. 

Ordered,  5.  That  any  and  all  increases  of  rates  herein 
authorized  to  be  provided  for  in  the  schedule  aforesaid  to 
be  hereafter  filed  shall  remain  in  effect  for  a  period  of  one 
year  only  from  and  after  the  effective  date  of  this  order, 
at  the  end  of  which  yearly  period  such  increase  of  rates 
shall  cease  without  further  notice,  and  the  rates  and  charges 
of  said  Ash  Grove  Telephone  Company  shall  then  be 
reduced  and  restored  by  it  to  the  rates  now  on  file  and 
charged  by  it;  provided,  that  the  Commission  may  here- 
after, by  further  order,  continue  such  increase  in  rates  and 
charges  for  another  and  further  period  or  otherwise  change 
*  or  modify  such  rates  and  charges,  either  upon  the  evidence 
before  the  Commission  or  upon  evidence  to  be  hereafter 
submitted,  and  for  the  purpose  of  making  such  changes  in 
said  rates  the  Commission  hereby  fully  retains  jurisdiction 
of  this  case. 

Ordered,  6.  That  said  Ash  Grove  Telephone  Company  be 
required  to  keep  a  full  and  accurate  account  of  the  revenues 
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and  expenses  of  its  said  exchange  and  file  a  full  and  com- 
plete report  thereof  with  the  Coramission  at  the  expiration 
of  said  period  of  one  year  above  provided  for,  which  report 
shall  be  in  addition  to  any  other  reports  required  by  law. 

Ordered,  7.  That  the  secretary  of  the  Coramission  shall 
forthwith  serve  a  certified  copy  of  the  report  and  order  in 
this  ease  on  Ash  Grove  Telephone  Company,  Fred  O.  Small 
of  Ash  Grove,  Missouri,  and  upon  Hon.  A.  S.  Burleson, 
Postmaster  General,  Washington,  D.  C,  and  that  said  Ash 
Grove  Telephone  Company  on  or  before  the  effective  date 
hereof  shall  notify  the  Commission  in  the  manner  provided 
in  Section  25  of  the  Public  Service  Commission  Law, 
whether  the  terms  of  this  order  are  accepted  and  will  be 
obeyed. 

December  21, 1918. 


In  re  Suspension  of  Rates  of  the  Southwestern  BeUj 
Telephone  Company's  Exchange  at  Kibksville,  Mis- 


Decided  January  14,  1919. 

Incieue  in  Bates  Authorized  —  Oombinatlon  Bminesa  and  Besidence 
Bate  Eliminated  — AUowaace  of  25  Per  Cent,  to  Local  Ezcliange  on 
Toll  Hewagea,  Approved  —  Oompan^'s  Valuation  Adopted  — 
Allowance  foi  Cost  of  Establishing  Bnsinese  not  Made  — 
Allowance  of  13.6  Per  Oent  for  Beserve  for  Sqire- 
dation  and  Bate  of  Betnra,  Approved. 
Applicant,    which    operates   a    common   battery    metallie    plant    serv- 
ii^  1309  subscribers  in  Kirksville,  filed  a  schedule  increasing  business 
rales  from  $18.00  and  $24.00  per  year  to  $36.00  per  year,  extension  sets 
from  $3.00  to  $6.00  and  $12.00  per  year,  independent  residence  from 
$18.00  to  $21.00  per  year,  and  other  rates,  except  rural,  in  proportion. 
The  rates  had  not  been  increased  since  1905.     The  company's  engineer 
reported  the  cost  new  less  depreciation  valne  at  $101,038.89,  inclnding 
wolfing  capital,  and  also  added  $22,180.40  for  cost  of  establishing  busi- 
ness.   The  Commission  found  that  the  company  earned,  in  1918,  9  per  cent. 
for  reserve  for  depreciation  and  return,  and  that  the  proposed  rates  would 
increase  revenues  $5,769,  and  give  the  company  $13,811.60,  or  13.6  per 
cent,  for  reserve  for  depreciation  and  return. 
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Held:  That  the  proposeil  schedule  of  rates  should  be  aathorieed  t«  go 
into  effect  for  a  period  of  one  year; 

That  the  combination  business  and  residence  rate  of  $36.00  per  jear 
should  be  omitted  from  the  proposed  schedule,  as  the  Commission  bad 
repeatedly  ruled  that  this  character  of  combination  rate  was  unfair  and 
discriminatorj' ; 

That  while  there  might  be  some  merit  in  protestant'a  contention  that 
the  company  should  receive  a  greater  percentage  on  toll  messages  ori^- 
nating  at  its  exchange  than  25  per  cent.,  suiih  aiuount  was  usually  allowed 
by  most  of  the  toll  line  companies  throughout  the  United  States,  and 
while  the  Commission  did  not  at  this  time  desire  to  enter  into  an  investi- 
gation or  rule  upon  the  justice  of  it,  it  would  be  accepted  in  this  case; 

That  the  valuation  submitted,  less  working  capital,  of  $97,866.91,  was 
an  investment  of  $70,00  per  subscriber,  which  was  a  fair  average  for  a 
plant  of  this  character; 

That  the  Commission  in  the  present  instance  did  not  care  to  pass  upon 
;he  allowance  of  the  cost  of  establishing  the  business,  as  the  acceptance  or 
rejection  would  have  no  material  bearing  upon  the  decision,  and  the 
Commission  would,  therefore,  tentatively  adopt  the  amount  of  $101,038.89 
as  the  value  of  the  plant,  thus  omitting  the  item  for  cost  of  establishing 
business. 

Eeport. 

The  Southwestern  Bell  Telephone  Company  on  Decem- 
ber 24, 1917,  filed  with  the  Commission  a  new  rate  sheet  for 
exchange  and  rural  service  for  their  exchange  at  Kirksville, 
Missouri,  known  as  P.  S.  C.  Mo.  No.  4,  Second  Revised 
Sheet  No.  27,  effective  February  1,  1918,  superseding  P.  S. 
C.  Mo.  No.  4,  First  Revised  Sheet  No.  27;  also  a  statement 
showing  their  receipts  and  expenditures,  a  valuation  of  the 
excliange  plant,  increase  asked,  etc.,  [and]  copies  of  notice 
to  the  subscribers  and  the  public  as  printed  in  the  local 
newspapers. 

A  number  of  protests  against  the  granting  of  the  increase 
as  asked  was  received  by  the  Commission  from  the  sub- 
scribers and  business  men  of  Kirksville,  Missouri.  On  Jan- 
uary 30,  1918,  the  Commission  issued  an  order  suspending 
the  effective  date  of  the  schedule  for  a  period  of  one  hun- 
dred and  twenty  days,  from  February  1, 1918,  to  and  includ- 
ing May  31,  1918,  pending  a  hearing  and  decision  upon  the 
reasonableness  of  said  rates.  On  May  18, 1918,  ^t  issued  its 
Supplement  Order  No.  1  further  suspending  the  effective 
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date  for  a  period  of  ninety  days,  from  May  31, 1918,  to  and 
including  August  29,  1918,  and  the  effective  date  has  been 
further  suspended  by  stipalation  -filed  on  the  part  of  the 
applicant. 

A  hearing  was  held  by  a  member  of  the  Commission  at 
Kirksville,  Missouri,  on  June  19, 1918,  and  testimony  intro- 
duced, and  on  November  18,  1918,  a  further  hearing  was 
held  at  Kirksville.  The  telephone  company  as  well  as  the  ■ 
protestants  were  represented  by  counsel  at  both  hearings 
and  the  following  facts  were  presented. 

Kirksville  is  the  county  seat  of  Adair  County  and  has  a 
population  of  about  6,347.  The  Bell  Telephone  Company 
in  1905  purchased  the  telephone  exchange  from  the  former 
owners  and  rebuilt  the  plant,  [and]  installed  a  common 
battery,  or  central  energy  system,  changing  from  a 
grounded  to  a  metallic  system.  In  1911  the  outside  plant 
was  to  a"  great  extent  destroyed  by  a  sleet  storm,  and  when 
rebuilt  was  finished  with  new,  modern  construction  of  the 
latest  type.  The  rates  as  charged  for  service  are  the  same 
as  charged  in  1905.  The  present  and  proposed  rates,  with 
number  of  subscribers  under  each  class  of  service  as  of 
September  30, 1917,  the  date  of  the  taking  of  the  inventorj', 
are  as  follows : 

Present 

Annwd 
Class  of  Service  Stations        Rate 


IniDependent  line,  wall  or  desk    (was  combination 

rate)    186  $18  00 

Independent  line,  wall  or  desk 123  24  00 

Extension  set 61  3  00 

Intercommunicating  System : 

Stations 15  00 

Tmnks 48  00 

Switchboards    24  00 

Private  Branch  Exchanges : 

Stations 12  00 

Tninks 36  00 

Rnral  18  00 
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Residence : 

Independent  I'ne,  wall  o 
Two-party  line,  wall  or 


Trunks       ... 

Bnrel 

1  .^IW 

$18  00 
15  00 
3  00 

12  00 
36  00 
18  00 


Class  of  Service 


Independent  line,  wall  or  desk.. 


set  . 


Intercomrounicating  System: 

Stations 

Tninks    

Switchboards   


Private  Braneli  Exchanges : 


Trunks  . 
Rural 


Residence : 

Independent  line,  wall 
Two-party  line,  wall  oi 

Extension  set 


desk 


Interconununieating  Sj-stem: 

Stations 

Tninks    

Rnral  

Itliscellaneons    

Total  owned  

Service  stations 

Service  stations 


Proposed 

Annual 
Slations  Rate 


12  00 
54  00 

18  00 


12  00 
42  00 
18  00 


The  combination  business  and  residence  rate  of  $36.00  per" 
year,  and  of  which  applicant  has  185  patrons  in  its  Kirks- 
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ville  exchange,  has  been  omitted  from  the  proposed  sched- 
ule.   This  Commission  has  repeatedly  ruled  that  this  char- 
acter of  combination  rates  is  unfair  and  discriminatory  . 
and  will  not  be  approved  by  the  Commission. 

The  total  amount  of  revenue  collected  in  twelve  months 
ending  September  30,  1917,  was  $25,195.11 ;  the  increase  as 
asked  per  annum  amounts  to  $5,769,  making  a  total  of 
$30,964.11,  including  an  item  of  $2,350  percentage  allowed 
for  charges  on  toll  messages  originating  at  this  exchange. 
The  protestants  objected  to  this  latter  amount  and  claimed 
the  exchange  was  entitled  to  a  greater  rate  of  return  than 
25  per  cent.,  and  while  there  may  be  some  merit  in  their 
contention,  we  know  that  is  the  usual  amount  allowed  by 
most  of  the  toll  line  companies  throughout  the  United 
States,  and  while  we  do  not  at  this  time  desire  to  enter 
into  an  investigation,  or  rule  upon  the  justice  of  it,  we  will 
accept  it  in  this  cause. 

The  testimony  of  the  engineer  for  the  telephone  company, 
who  made  a  complete  invoTitory  and  appraisal  of  the  Kirks- 
ville  plant,  places  a  value  of  $97,866.91  as  cost  new  less 
depreciation  on  tlie  entire  plant,  and  also  allows  $3,171,98 
working  capital,  or  a  total  of  $101,038.89  as  the  property 
value.  They  also  claim  an  item  of  $22,180.40  as  cost  of 
establishing  the  business,  and  fix  $123,219.29  as  the  proper 
amount  on  which  they  should  receive  a  return;  this  by 
using  a  cost  unit  for  labor  based  upon  pre-war  prices,  and 
materials  upon  an  average  cost  of  pre-war  and  present  day 
prices,  and  that  they  would  be  possibly  20  per  cent,  higher 
than  all  pre-war  prices. 

No  inv(;ntory  has  been  made  by  the  engineer  of  the  Com- 
mission, but  a  comparison  as  made  between  these  figures 
and  tJiat  of  other  cost  units  of  appraisals  of  plants  similar 
to  Kirksville  by  the  Commission's  engineer  shows  them  to 
be  slightly  above  cost  as  used  by  him  in  appraisals  of  simi- 
lar size  plants,  he  using  all  pre-war  prices. 

There  are  1,309  subscribers  in  Kirksville  receiving  serv- 
ice on  company-owned  lines,  and  the  valuation  of  $97,866.91 
would  allow  an  investment  of  $70.00  per  subscriber,  which  is 
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a  fair  average  for  a  common  battery,  metallic  plant  of  this 
character. 

We  do  not  care  to  in  the  present  instance  pass  upon  the 
allowing  of  the  cost  of  establishing  the  business.  The 
acceptance  or  rejection  would  have  no  material  bearing 
upon  the  decision  in  this  ease.  We  will,  therefore,  tenta- 
tively adopt  the  amount  of  $101,038.89  as  the' value  of  the 
plant  for  rate-making  purposes,  and  thns  omit  the  item 
of  cost  of  establishing  the  business. 

The  telephone  company's  exhibit  shows  the  gross  revenue 
received  for  the  twelve  months  from  al!  sources  to  be 

Gross  revenue $25,195  11 

Annual  increase  as  aaked 5,769  00 

Making  a  total  gum  of : $30,964  11 

Total  cost  of  conducting  the  exchange 17,811  60 

Leaving  for  depreciation  and  return '^ISiSll  60 

or  13.6  per  cent. 

They  also  filed  a  statement  or  exhibit  showing  comparison 
of  revenues  and  expenses  between  the  years  1917  and  1918, 
which  shows  a  net  decrease  of  $33.26  in  the  receipts  and  an 
increase  of  $4,4-23.53  in  expenses,  or  a  net  loss  of  $4,456.79 
in  the  return,  which  would  make  a  net  return  of  $9,354.81, 
or  9  per  cent,  available  for  depreciation  reserve  and  return 
on  the  investment  for  the  year  1918,  and  which  amount  is 
not  an  unreasonably  high  rate.  The  increased  cost  for  run- 
ning the  business  during  the  year  1918,  as  compared  with 
1917,  was  occasioned  by  increases  in  salaries  paid 
employees,  and  higher  prices  for  materials,  and  while  the 
material  prices  may  be  reduced,  this  Commission  can,  if  it 
so  proves  at  tliat  time,  consider  the  question  of  again  adjust- 
ing rates  for  service. 

The  protestants  have  asked  that  wo  investigate  and  con- 
sider in  our  deliberations  the  rate  of  return  as  made  by  the 
Bell  Telephone  Company  owning  this  property,  to  their 
stockholders.    We  have  done  so  and  find  as  follows : 

•An  error  is  apparent. 
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.  In  1906,  the  telephone  excliange  at  Kirksville,  Missouri, 
was  parchased  by  the  Missouri  and  Kansas  Telephone 
Company,  which  company  operated  the  same  until  January 
1,  1917,  when  a  consolidation  with  the  Southwestern  Bell 
Telephone  Company  was  made. 

The  Missouri  and  Kansas  Telephone  Company  made  a 
dividend  of  6  per  cent,  in  1905,  4'^  per  cent,  in  190(3,  and 
none  since  that  date.  The  Southwestern  Bell  Telephone 
Company  paid  a  5  per  cent,  dividend  in  the  year  1917. 

After  considering  the  cause  in  all  its  particulars,  we  find 
the  Kirksville  exchange  at  the  present  rates  charged  for 
service  to  be  providing  an  insufficient  revenue  necessary  for 
the  furnishing  of  a  depreciation  reserve  and  to  pay  a  fair 
return  upon  the  amount  invested.  The  rates  as  asked  for 
are  well  balanced,  compare  favorably  with  those  charged 
for  service  at  other  exchanges  of  like  size,  as  shown  by  the 
records  in  our  office,  and  which  are  as  follows : 

Papula-  Number  Rale  Business 

(ion  Subscribers      Business    Residence  Extension 

Kirksville    ....        6,347  1,309  $3  00  $1  75  $1  00 

De  Soto 4,721  426  2  50  1  75  1  00 

Excelsior    Sps.        3,900     3  00  1  50  1  00 

Kirkwood    ....        4,171  782  3  00  2  00  1  00 

Louisinna    ....        4.454  737  3  00  1  75  1  00 

Liberty    ; 2,980     3  00  1  75     

Maryville    ....        4,762  935  3  00  1  50  75 

Moberly 10,923  1,947  3  00  1  75  1  00 

Poplar    Bluff. .        6,916  1,043  3  00  1  50  75 

Webb  City....  11,817  1,455  3  00  2  00  1  00 

Webster  Groves       7,080  1,790  3  00  2  00  ■  1  00 

We  find  that  the  rates  as  filed  are  reasonable  and  will  not 
produce  an  unreasonably  high  rate  of  return ;  that  they  are 
just  and  should  be  allowed.  However,  by  reason  of  the 
fact  that  the  Commission  has  made  no  final,  fixed  valuation 
of  applicant's  property  at  Kirksville,  the  conclusions  hereir 
reached  are  to  be  construed  as  fixing  rates  for  a  period  of 
one  year  only.  The  Commission  will  hold  continuing  juris- 
diction of  this  cause,  as  recited  in  accompanying  order 
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hereto,' for  the  purpose  of  making  any  future  adjustments 
thereof  aa  the  conditions  of  the  future  may  justify. 
An  order  will  issue  agreeable  to  these  conclusions. 

Order. 

The  Commission  on  January  30,  1918,  having  suspended 
the  schedule  of  rates,  charges  and  regulations  of  the  South- 
western Bell  Telephone  Company  for  its  exchange  at  Kirks- 
ville,  Missouri,  said  schedule  being  known  as  P.  S.  C.  Mo. 
No.  4,  Second  Revised  Sheet  No.  27,  effective  February  1, 
1918,  canceling  P.  S.  C.  Mo.  No.  4,  First  Revised  Sheet 
No.  27,  containing  rates  and  charges  thereafter  to  be 
charged  by  said  company  at  its  exchange  at  Kirksvllle, 
Missouri,  said  suspension  being  for  a  period  of  one  hundred 
and  twenty  days  to  and  including  May  31,  1918,  a  supple- 
mental order  was  issued  by  the  Commission  on  May  18, 
1918,  providing  for  a  further  suspension  for  a  period  of 
ninety  days,  to  and  including  August  29,  1918.  A  stipula- 
tion was  later  filed  further  suspending  the  rates. 

After  full  consideration  of  all  the  evidence  submitted  at 
hearing  held  in  Kirksville  on  November  18,  1918,  and  the 
Commission  having  this  day  made  and  filed  its  report  herein 
containing  its  findings  of  fact  and  conclusions  thereon, 
which  report  is  hereafter  referred  to  and  made  a  part 
hereof,  and  after- due  deliberation, 

It  is,  hy  the  Commission,  ordered,  1.  That  the  Commis- 
sion finds  that  the  rates,  charges  and  regulations  provided 
for  in  said  proposed  schedule  of  the  Southwestern  Bell 
Telephone  Company,  in  the  Kirksville  exchange,  being  its 
P.  S.  C.  Mo.  No.  4,  Second  Revised  Sheet  No.  27,  canceling 
P.  S.  C.  Mo.  No.  ,4,  First  Revised  Sheet  No,  27,  are  reason- 
able and  just,  and  shall  be  allowed  to  become  effective  on 
February  1,  1919. 

Ordered,  2.  That  any  and  all  increase  of  rates  herein 
authorized  or  permitted  shall  remain  in  effect  for  a  period 
of  one  year  only  from  and  after  the  effective  date  of  this 
order,  at  the  end  of  which  yearly  period  such  increase  of 
rates  sliall,  without  further  order,  cease  and  the  rates  of 
said  company  shall  then  be  reduced  and  restored  by  said 
company  to  the  rates  now  on  file  or  charged  by  it;  provided, 
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that  the  CommiKsion  may  hereafter  by  further  order  con- 
tinue Buch  increase  of  rates  for  another  or  further  period, 
or  otherwise  change  or  modify  the  rates  of  said  company. 

Ordered,  3.  That  the  said  company  be  required  to  keep 
a  fall  and  accurate  account  of  the  revenue  and  expenses  of 
its  exchange  and  file  a  full  and  complete  report  thereof  with 
this  Commission  at  the  expiration  of  said  period  of  one 
year  after  the  effective .  date  of  this  order,  which  report 
shall  be  in  addition  to  any  other  reports  required  by  law; 
and  that  the  Commission  fully  retain  jurisdiction  of  the 
parties  and  subject-matter  of  this  cause  to  continue,  change 
or  modify  the  rates  of  said  company  upon  the  expiration 
of  said  period  of  one  year  after  the  effective  date  of  this 
order,  or  at  any  other  time,  upon  the  evidence  and  facts 
now  before  the  Commission,  together  with  such  other  evi- 
dence as  the  company  or  any  interested  party  may  offer. 

Ordered,  4.  That  this  order  shall  take  effect  on  February 
1,  1919,  and  that  the  secretary  of  the  Commission  shall 
forthwith  serve  upon  the  parties  hereto  a  certified  copy  of 
this  order,  and  that  the  company  shall  on  or  before  the 
twenty^th  day  of  January,  1919,  notify  the  Commission 
in  the  manner  prescribed  in  Section  25  of  the  Public  Serv- 
ice Commission  Law,  whether  the  terms  of  this  order  are 
accepted  and  will  be  obeyed. 

January  14,  1919. 


In  re  Suspension  of  Toll  Rates  op  'Southwestern  Bell 
Telbphonb  Company  fob  the  State  of  Missouri, 
(Federal  Order  No.  2495.) 

No.  1924. 

Decided  January  21, 1919. 

Toll  HKtw  and  Toll  OUirifiwtfoni  Antiiortnd  by  Posbnaster  Qaneral  in 
Order  Ho.  3495,  Suspended  Pending  a  Hearing 

Order. 
It  appearing  that' the  Southwestern  Bell  Telephone  Com- 
pany has  filed  with  the  Coinmission  its  P.  S.  C.  Mo.  No.  18, 
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No.  19,  and  No.  20,  canceling  P.  S.  C.  Mo.  Nos.  12v  13  and  14 
respectively,  containing  toll  rates  in  accordance  with  Tele- 
graph and  Telephone  Bulletin  No.  22  (Order  No.  2495), 
issued  by  the  United  States  Telegraph  and  Telephone 
Administration  under  date  of  December  13,  1918,  the  same 
containing  certain  changes  in  rates,  and, 

It  further  appearing  to  the  Commission  that  the  rights 
and  interest  of  tlie  public  appear  to  be  affected  by  said 
changes  in  the  schedule,  and  that  said  schedule  provides 
increases  and  changes  in  rates  to  become  eflFective  in  less 
than  thirty  days  after  notice  thereof  to  the  Commission, 
contrary  to  the  provisions  of  Section  88,  and  other  sections 
of  tlie  Public  Service  Commission  Act,  and  it  now  being  the 
opinion  of  the  Commission  that  the  effective  date  of  said 
proposed  rates,  charges  and  regulations  contained  in  said 
Soutlnvestern  Betl  Telephone  Company's  P.  S.  C.  Mo. 
Nos.  18,  19,  and  20  be  postponed,  pending  a  hearing  and 
decision  upon  the  reasonableness  and  lawfulness  of  said 
rates,  charges  and  regulations, 

Jt  ii>  ordered,  1.  That  the  Commission  upon  its  own  initia- 
tive, under  and  by  virtue  of  the  authority  conferred  upon 
it  by  Section  94  of  the  Public  Service  Commission  Law, 
enter  upon  a  hearing  concerning  the  propriety  and  lawful- 
ness of  the  proposed  rates,  charges  and  regulations  con- 
tained in  said  Southwestern  Bell  Telephone  Company's 
P.  K.  C.  Mo.  Nos.  18, 19  and  20,  on  file  with  the  Commission. 

Ordered,  2.  That  the  operation  of  the  proposed  rates, 
charges  and  regulations  contained  in  said  schedule  be  sus- 
pended,* and  that  the  use  of  said  rates,  charges  and  regu- 


•On  Januarj-  22,  1919,  the  Circuit  Court  of  Cole  County,  Missouri, 
(fnrnted  a  tem)>orary  injunction  against  the  company,  upon  suit  by  the 
Stfltp  ei  re}.  Public  Service  Commission,  enjoininff  the  soing  into  effect 
of  tlie  schedules  in  violation  of  the  above  order,  and  commanding  the  com- 
pany to  observe  the  rates,  chaises  and  r^^tations  on  file  with  the  Com- 
mission next  prior  to  January  21,  1919,  until  further  order  of  the  court; 
and  that  defendant  should  appear  on  February  1,  1919,  to  mske  answer 
to  the  petition  and  show  why  a  writ  of  injunction  should  not  issue  as 
prayed  for. 

On  February  1,  1!)19,  the  injunction  was  continued  pending  a  hearing. 
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lations  be  deferred  for  a  period  of  one  hundred  and  twenty 
days,  from  Janaary  21,  1919,  to  and  including  May  20, 
1919,  unless  otherwise  ordered  by  the  Commission. 

Ordered,  3.  That  this  order  shall  take  effect  on  this  date, 
and  that  the  secretary  of  the  Commission  forthwith  serve 
on  said  SouthMestern  Bell  Telephone  Company  a  certified 
copy  of  this  order,  and  that  a  copy  of  this  order  be  filed 
with  said  secretary  in  the  office  of  the  Commission. 

January  21,  1919.' 


In  re  Rejection  of  Schedule  of  Kinloch  Long  Distance 
Telephone  Company  of  Missourl 

Case  No.  1942. 

DecUied  Jamiary  21,  1919. 

Schedule  of  Toll  Rates  Preeciibed  by  Postmaster  General  in  Order  Ho. 
249&  Rejected  br  Oommission. 

Order. 

It  appearing  that  the  Kiidoch  Long  Distance  'telephone 
Company  of  Missouri  has  filed  with  tlie  Commission  its 
schedules  containing  rates,  charges  and  regulations  in 
accordance  with  Telegraph  and  Telephone  Buliettn  No.  22 
(Order  No.  2495),  issued  by  the  United  States  Telegraph 
and  Telephone  Administration  under  date  of  December  13, 
1918,  the  same  providing  certain  changes  and  increases  in 
rates,  and. 

It  further  appearing  to  the  Commission  that  the  said 
telephone  company  in  so  filing  such  schedules  with  the  Pub- 
lic Service  Commission,  has  failed,  omitted  and  refused 
to  comply  with  and  obey  the  regulations  and  orders  of  this 

'  Similar  orders  were  issned  affecting  the  followng  eompftnies: 
Cape  Girardeau  Bell  Telephone  Company.  .No.  1925.     January  20,  1919 

Buffnm  Telephone  Company No.  1926.     January  21,  1919 

Pattonshurg  Telephone  Company No.  1927.     January  21,  1919 

Cass  County  Telephone  Company No.  1930.     January  22,  1919 
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Commission,  and  that  such  action  in  so  filing  sneh  sched- 
ules is  contrary  to  and  in  violation  of  the  Public  Senioe 
Commission  law,  and  it  now  being  the  opinion  of  the  Coni- 
raission  that  ^ch  schedules  so  filed  should  be  rejected  and 
returned  to  the  said  Kinloeh  Long  Distance  Telephone  Com- 
pany of  Missouri,  and  that  said  telephone  company  be 
prohibited  from  putting  in  effect  and  operation  the  said 
rates,  charges  and  regulations  provide<i  in  such  schedules, 

Therefore,  it  is  ordered,  1.  That  the  schedules  filed  by  the 
Kinloeh  Long  Distance  Telephone  Company  of  Missouri, 
containing  rates,  charges  and  regulations  in  accordance 
with  Telegraph  and  Telephone  Bulletin  No.  22  (Order 
No.  2495),  issued  by  the  United  States  Telegraph  and  Tele- 
phone Administration,  under  date  of  December  13,  1918, 
be,  and  the  same  are,  hereby  rejected,  and  tliat  the  secretary 
of  the  Commission  forthwith  return  to  such  company  such 
schedules. 

Ordered,  2.  That  the  operation  and  use  of  the  rates, 
charges  and  regulations,  contained  in  such  schedules  so 
filed,  be,  and  the  same  are,  hereby  prohibited. 

Ordered,  3.  That  this  order  shall  take  effect  on  this  date, 
and  that  said  secretary  of  the  Commission  forthwith  serve 
on  the  Kinloeh  Long  Distance  Telephone  Company  of  Mis- 
souri a  certified  copy  of  this  order,  and  that  a  copy  of  this 
order  be  ^led  with  the  said  secretary  in  the  office  of  the 
Commission. 

January  21,  1919.' 


*0n  Jflnuary  21,  1919,  the  Commission  issued  similar  orders  in  cases 
affecting  the  following  companiF« : 

Kinloeh  Telephone  Company  No.  1933 

Independent  Telephone  Companies  in  Kansas  City  District No.  1934 

Home  Telephone  Company  of  JopHn No.  1935 

Kansas  City  Long  Distante  Telephone  Company No.  1936 

Kansas  City  Home  Telephone  Company No.  1937 
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In  re  Rates  of  Missouri  Union  Telephone  Company. 
Case  No.  1697. 

Decided  January  22,  1919. 

IncTwun  in  Sates  Anthorised  — AUomiice  for  Working  Capital  Hade  — 

Allowance  of  14  Per  Gent,  for  Beserve  (or  Depreciation  and 

Retain  on  Investment  Held  not  tinreasonable. 

The  MiBsonri  Union  Telephone  Company  sought  authority  to  inereaae 
its  exchange  and  rural  rates  charged  in  the  towns  of  Clinton,  Windsor, 
Montrose,  I>eepwater  and  Uriyh. 

A  consnlting  engineer  found  that  the  («st  new,  less  depreciation,  of 
applicant's  property,  as  of  Januarj-  1,  1918,  was  $183,479.  Allowing 
$4,000  for  additions  since  this  inventory  was  made  and  $5,521  for,  work- 
ing capital,  the  Commission  used  the  sum  of  $193,000,  tentatively,  as 
representing  the  value  of  the  property  for  rate-making  purposes.  The 
Commissioa  also  found  that  on  its  outstanding  capital  stock  of  $50,000 
the  company  had  earned  an  average  of  1.3  per  cent,  for  the  entire  twenty 
years  of  its  existence  and  that  for  many  years  the  officers  and  stock- 
holders had  devoted  their  time  and  enei^y  to  the  building  up  of  applicant's 
properties  without  pay,  except  nominal  payment  to  the  secretary  and 
general  mant^r. 

Held:  That  as  the  proposed  rates  would  yield  only  about  14  per  cent. 
OB  the  valuation  adopted  by  the  Commis^on,  for  reserve  for  depreciation 
and  return  on  the  investment,  they  should  be  authorized,  as  a  return  of 
14, per  cent,  for  resez-vc  for  depreciation  and  return  on  investment  is  not 
unreasonably  high  or  low; 

That  the  Commission  was  not  bound  by  the  clause  in  the  city  ordinance 
of  Urich  which  fixed  the  rates  to  be  charged  at  $1.50  for  business  telephones 
and  $1.00  for  residence  telephones,  as  the  Commission  alone  had  the 
right  to  r^ulate  rates  of  this  character; 

That  the  increase  in  rates  authorized  should  remain  in  effect  for  a 
period  of  one  year  only  from  and  after  February  1,  1919,  at  the  end  of 
which  period  such  increase  of  rates  should  cease  without  further  notice 
and  the  rates  and  chai^fes  of  applicant  should  then  be  reduced  and  restored 
by  it  to  the  rates  now  on  file  and  chained  by  it,  provided  that  the  Com- 
mission might  hereafter,  by  further  order,  continue  such  increase  in  rates 
and  charges  for  another  and  further  period  or  otherwise  change  or  modify 
Bueh  rates  and  chains  either  upon  the  evidence  before  the  Commisdon  or 
upon  evidence  to  be  hereafter  submitted,  and  for  the  purpose  of  making 
such  changes  in  said  rates  the  Commission  retained  jurisdiction  of  this 
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Report. 

On  June  22,  1918,  the  Missouri  Union  Telephone  Com- 
pany, a  Missouri  corporation  with  principal  office  at  Clin- 
ton, Missouri,  filed  with  the  Commission  its  revised  sheets 
to  P.  S.  C.  Mo.  Nos.  1,  2,  3,  4,  5  and  7,  canceling  Original 
P.  S.  C.  Mo.  Nos.  1,  2,  4,  7,  and  First  Revised  No.  5,  making 
certain  increases  in  the  exchange  and  rural  rates  now 
charged  in  the  towns  of  Clinton,  Windsor,  Montrose,  Deep- 
water  and  Urieh,  efffctive  on  August  1,  1918.  It  also  filed 
the  required  forms,  No.  90,  containing  a  detail  of  the  rev- 
enues and  expenses  for  each  of  the  exchanges,  and  a  copy 
of  an  inventory  and  appraisal  of  the  entire  property  or 
plants  of  the  telephone  company  as  made  by  W.  C.  Polk, 
consulting  engineer  of  Kansas  City,  Missouri. 

On  July  31,  1918,  the  Commission  on  its  own  initiative 
issued  an  order  susjwnding  the  effective  date  of  the  increase 
for  a  period  of  one  hundred  twenty  days  from  August  1, 
1918,  to  and  including  November  28, 1918,  and  on  November 
26, 1918,  issued  a  second  or  supplemental  order  calling  for 
a  further  suspension  for  a  period  of  six  months  from 
November  28,  1918,  to  and  including  May  28,  1939.  On 
November  21,  1918,  a  public  hearing  was  held  by  a  special 
examiner  for  the  Commission  at  Clinton,  Missouri,  and  the 
evidence  taken. 

The  Facts. 

The  Missouri  Union  Telephone  Company  was  repre- 
sented by  W.  E.  Owen,  attorney,  and  mayor  N.  Halfin  of 
Montrose  and  others  appeared  as  protestants,  and  the  fol- 
lowing facts  were  adduced. 

The  telephone  company  is  a  Missouri  corporation  with 
an  authorized  capital  of  $65,000,  of  which  $50,000  has  been 
sold  and  paid  for.  This  company  was  organized  in  1899 
for  the  purpose  of  constructing  telephone  exchanges  and 
furnishing  telephone  service  in  Henry  County.  For  many 
years  the  officers  and  stockholders  devoted  their  time  and 
energj'  to  the  building  up  of  this  business  without  pay,  the 
pecretary  and  general  manager  being  the  one  exception,  and 
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he  received  $25.00  per  mouth  for  several  years,  $20.00  of 
which  he  paid  per  month  to  a  bookkeeper  to  assist  with  the 
work.  All  the  earnings  of  the  plant  from  the  time  of  its 
organization  up  to  the  present  have  been  put  into  the  plant 
for  extensions  and  betterments  with  the  following 
exceptions: 

Dividends  on  the  $50,000  stock  have  been  made  as  fol- 
lows: 

3  per  Mi\i.  iu 190."} 

3  per  eent  in 1!KK> 

6  per  eent.  in '  1!)1C 

6  per  cent  in .; 1917 

8  per  cent,  in 1018 

or  an  average  of  1.3  per  cent,  for  the  entire  twenty  years  of 
the  company's  existence. 

In  1910  the  company  employed  the  secretary  and  general 
manager  at  a  salary  of  $125  per  month  to  devote  his  entire 
time  to  the  business,  and  beginning  January  1, 1918,  raised 
his  salary  to  $200  per  month. 

The  present  and  proposed  rates  for  the  five  exchanges  are 
as  follows : 

Deep  WATER. 

Present 

Business,   direct   line $1  65 

Business,  two-party  (business  and  residence) ....  1  65 

.   Business,  extension  sets  (one-half  r^ular  rate). 

Residence,  direct  line 1  15 

Residence,  two-part}'  line 1  15 

Residence,  extension  sets  (one-half  regular  rate.) 
Additional  charge  for  desk  set  equipment  i 


Per  Month 

Prnponc'l 
SI  90 
1  90 

1  40 
1  40 

Residence  . 


Class  A,  rural  switching  service 5  80  7  80 

Class  B,  rural  switching  service 15  80  16  80 

Class  D,  rural  switching   service 10  80  13  80 

(Class  D,  service  subscribers  furnish  wire  on  com- 
pany's poles,  and  furnish  and  maintain  station 

eqnipment)    7  80  10  80 
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Pretent 

Easiness,   direct   line $1  6& 

Business,  two  party  (busiuess  and  residence).,.  1  6b 
Business,  extension  sets  (one^alf  regular  rate). 

Residence,   direct  line 1  15 

Residence,  two-party  line 1  15 

Residence,  exteneion  sets  (one-half  re^lar  rftte) . 
Additional  chai^  for  desk  set  equipment : 

Business    26 

Residence 25 

Class  A,  rural  switching  service 5  80 

Class  B,  rural    switching   service 13  80 

Class  D,  rural  switching  service 10  80 

Class  D,  rural  switching  service -. 7  80 

(Subscribers  furnish  wire  on  company's  poles  and 
famish  and  maintain  station  equipment). 

Urich. 


-  Business,   direct   line 

Extension  sets  (one-half  regular  rate). 

Residence,   direct  line 

Residence,  two-party  line 

Extension  sets  

Additional  charge  for  desk  set  equipment: 

Business    

Residence 

Class  A,  rural  switching  service 

Class  B,  rural    switching  service 

Class  C,  rural  switching  service 

Class  D,  rural  switching  service 

WiNDSOB. 

Business,  direct  line 

Extension  sets  (one-half  regular  rate). 

Residence,  direct  line 

Residence,  four-party  line 

Extension  sets  

Additional  chai^  for  desk  set  equipment : 

Business 

Residence 


$1  66 


Per  Month 

Propoted 

«L  90 

1  90 

1  40 
1  40 


16  SO 
13  80 


Per  Month 
«190 


1  15 
1  15 


5  80 

7  80 

13  80 

16  80 

8  80 

10  80 

13  80 

Per  Month 

2  40 

2  65 

1  40 

1  65 

1  15 

1  40 

DigilizcdbyGOOglc 


In  re  Missouri  Union  Telephone  Co.  1015 
L.  871 

Per  Annum 

Present  Proposed 

Clasa  A,  rural   Bwitching   service $7  80  $7  80 

Class  B,  rural    switching   service 13  80  16  80 

Class  D,  rural  switching  service 11  80  14  80 

Class  E,  rural   switching    service 7  80 

Clinton. 
No  change  has  been  made  in  the  several  rates  as  charged  for  service  in 
this  exchange,  but  the    following  ui  the  rural : 

Per  Annum 

Class  B,  rural  service $13  80  $16  80 

11  80  14  80 

Genbral,  Applyiko  to  All  Excuanqes. 

Local  exchange  service;  two  firms  or  families  using  same  telephone  one 
and  one-half  rate. 

Residence  telephone  of  business  oattire  60  cents  additional  to  residence 
rates. 

Ten  cents  for  messages  to  farm  subscribers  for  non -subscribers. 

Charge  for  installation  of  new  subscribers  unless  six  months  is  paid  in 
advance,  rural,  $1.00;  tovm,  $1.00. 

Rentals  due  and  payable,  rural,  monthly  in  advance;  tovm,  monthly  in 
advance. 

Discount  of  15  cents  per  month  allowed  for  payment  by  the  fifteenth 
day  of  current  month. 

Business  stations  on  rural  lines  where  company  owns  and  maintains 
wire,  poles  and  insti-uments,  $22.80  per  year. 

Mr.  W.  C.  Polk,  a  consulting  engineer  with  many  years' 
experience,  made  an  inventory  of  the  entire  property,  and 
a  copy  of  his  report  or  appraisal  was  submitted  as  Exhibit 
No,  4,  and  shows  the  total  value  of  cost  new  to  be  $228,341 ; 
coat  new  less  depreciation,  $183,479,  as  of  January  1,  1918, 
the  above  figures  to  include  land  and  buildings  owned  and 
used  by  the  telephone  company  in  its  exchanges.  The 
report  further  shows  that  they  own  their  own  office  building 
in  each  of  their  exchange  towns  with  the  exception  of  Clin- 
ton, Missouri,  and  the  testimony  sliows  that  while  they  have 
purchased  property  in  Clinton,  Missouri,  they  have  not  as 
yet  occupied  the  same  as  their  central  office.  A  total  value 
of  $18,520  cost  new  loss  depreciation,  has  been  placed  npon 
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the  real  estate  in  the  0ve  exchanges,  aiui  at  three  of  the 
exchanges  new  buildings  have  been  erected  and  occupied. 
The  evidence  shows  the  telephone  company  as  furnishing 
the  following  service  at  their  5  exchanges,  and  the  plant 
value  of  each  exchange  separately : 


Rcehangt 

1910 
Papu- 
lation 

2 

Rural 
Sub- 

Sub- 
Smtdud 

Total 
Sub- 

Plata 
Value 

Rtai 
EteU 
Indudad 

Clinton 

WindBor 

4,992 
2,241 

667 
1,398 

484 

704 
396 
122 
130 

127 

500 
517 
159 
134 

219 

■    "'44 
125 

'89 

1,204 

957 
.406 
264 
436 

S74,024 
57,114 
16,982 

14,681 
20,678 

S2,750 
7,700 
3,210 
2,650 
2,210 

«'-*'■ 

9,782 

1,479 

1,529 

258 

3,266 

$183,479 

$18,520 

Henry  County  has  a  population  of  about  28,000.  The 
exchange  at  Clinton  is  central  energj',  or  common  battery. 
All  the  other  four  exchanges,  and  all  rural  lines  are  oper- 
ated by  local  battery.  All  business,  and  the  greater  portion 
of  the  residence  lines,  are  metallic  circuits,  but  all  the  rural 
lines  are  grounded. 

In  addition  to  the  above  exhibits,  the  company  filed  at 
the  time  of  the  hearing  Exhibit  No.  8,  which  shows  the  rev- 
enue and  expenses  for  the  first  nine  months  in  the  present 
year,  viz.,  from  January  1,  1918,  to  and  including  Septem- 
ber 30, 1918,  which  shows : 

Gross  income  $41,422  09 

Expenses,  not  including  depreciation  reserve  or  return 25,505  36 

NET  INCOME  FOB  NINE  MONTHS $15,916  73 

At  the  above  rate,  if  the  remaining  three  months  w^ould  pro- 
duce the  same  result,  and  we  see  no  reason  to  the  contrary, 
the 

Yearly  net  income  would  be. . .' $21,222  30 

Increase  as  asked  for  in  new  rates 7,353  96 

Leaving  for  depreciation  reserve  and  return $28,576  26 
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In  the  month  of  June,  1918,  the  board  of  directors  voted 
an  increase  in  salaries  to  the  employees  in  the  amount  of 
$190  per  month,  which  amount  is  shown  in  the  months  of 
July,  August  and  September,  but  not  reflected  in  the  first 
six  months  of  the  year. 

Hon.  N.  Halfin,  mayor  of  Montrose,  for  the  subscribers, 
raised  no  objection  to  the  proposed  increase,  but  asked  that . 
the  office  at  that  place  be  kept  open  all  during  the  day  on 
Sunday,  stating  that  it  was  now  closed  from  11  a.  m.  to 
1  p.  M.,  and  also  as  at  present.  This  was  agreed  to  by  the 
officers  present  representing  the  telephone  company. 

J.  G.  Harrison,  a  farmer,  receiving  service  on  a  rural  line 
from  the  Montrose  exchange,  paying  $4.00  per  annum  for 
Class  A  service  and  $12.00  per  annum  for  Class  B  service  on 
a  Urich  rural  line,  on  account  of  his  wanting  to  reach 
farmers  receiving  service  from  both  exchanges,  wanted  free 
service  to  all  the  exchanges  owned  by  this  company. 

Mr.  J.  W.  Henry,  a  subscriber  on  a  rural  line,  complained 
of  the  immber  of  subscribers  placed  on  the  lines,  and  that 
the  comjjany  required  them  to  bring  the  telephone  to  the 
office  when  it  needed  repairing.  The  latter  part  of  this  com- 
plaint, the  officers  of  the  company  explained,  was  provided 
for  in  their  contracts,  which  allowed  different  rates  as 
charged  for  service,  one  when  the  company  repaired  the 
telephone  at  the  office,  the  other  when  its  employees  visited 
the  station  and  repaired  the  same.  The  company  admitted 
that  on  account  of  the  materials  being  taken  by  the  govern- 
ment, and  using  the  same  in  winning  the  war,  it  had  not 
been  able  to  construct  additional  rural  lines,  and  had,  there- 
fore, placed  new  subscribers  on  existing  lines,  but  would 
remedy  this  trouble  as  soon  as  possible. 

Mr,  A.  H.  Harvey  of  Urich  asked  to  be  allowed  to  file  a 
copy  of  the  ordinance  granted  by  the  city  of  Urich  to  the 
telephone  company  to  operate  an  exchange  in  that  city. 
This  was  granted. 

Conclusions. 

The  inventory  of  the  property  as  made  by  W.  C.  Polk  and 
shown  by  his  testimony  was  by  using  pre-war  prices  for 
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both  labor  and  materials,  and  while  no  inventory  has  been 
made  by  the  engineers  of  the  Commission,  a  careful  check 
and  comparison  of  the  units  of  cost  used  shows  that  they 
are  not  high  nor  unreasonable.  There  are  3,008  subscribers 
receiving  service  from  the  five  exchanges  on  lines  and 
equipment  owned  by  the  telephone  company.  Taking  the 
$183,479  tentatively  as  a  basis  of  property  value,  it  would 
allow  less  than  $60.00  per  subscriber,  not  a  high  value  for 
exchanges  of  this  character,  especially  when  we  consider 
that  about  10  per  cent.,  or  $6.00  per  subscriber,  is  invested 
in  the  real  estate  of  the  property. 

Mr.  Polk  in  his  inventory  gives  $183,479  as  the  cost  new 
less  depreciation  for  the  plant  on  January  1,  1918.  Since 
that  date  about  $4,000  has  been  added  to  the  plant,  and  the 
cost  of  establishing  the  business,  etc.,  should  raise  the  value 
to  $193,000,  which  we  ■will  tentatively  assume  as  the  value 
of  the  applicant's  property. 

In  the  five  cities  in  which  the  company  has  exchanges  it 
serves  1,479  subscribers,  exclusive  of  rural  lines,  or  a  15 
per  cent,  development,  which  is  a  fair  average  for  tol^^ls  of 
this  size,  and  in  the  entire  county,  where  the  population  is 
28,000,  it  serves  by  owned  lines  and  switching  service  3,266 
subscribers,  or  a  12  per  cent,  development.  The  small  num- 
ber of  protestants  at  the  hearing  would  show  the  satisfac- 
tory service  furnished  in  view  of  the  fact  that  notice  of  the 
date  of  the  hearing  was  publisTied  in  the  local  papers,  meet- 
ing of  the  subscribers  held  at  which  representatives  of  the 
company  explained  the  proposed  increases,  and  no  particu- 
lar reason  advanced  why  is  should  not  be  allowed  if  the 
Commission  found  it  necessary. 

The  increases  asked  for  amount  to  practically  25  cents 
per  month  on  all  exchange  rates,  except  as  applied  to  Clin- 
ton, where  no  change  is  asked  (the  exception  as  explained 
by  the  company  made  because  the  Clinton  exchange  was 
already  providing  a  fair  return  on  the  investment),  and  on 
some  of  the  Class  A  or  switching  service  rates  smaller  ' 
increases  were  asked  for,  but  on  other  rural  rates  the  25 
cents  per  month  increase  is  provided  for. 
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Tlie  rates  a^  r(!qm>sti'd  ar*;  not  unusually  high  for 
exchanges  of  like  size  wlien  the  class  of  service  is  consid- 
ered, $2.50  per  month  net  heing  the  limit  for  a  special  busi- 
ness line  with  wall  equipment,  and  $1.50  per  month  for 
residence,  special  line  with  wall  equipment. 

The  company  also  owns  and  operates  an  extensive  toll 
line  system  throughout  tiie  county,  and  the  revenue  derived, 
about  $9,000  per  annum,  very  materially  helps  in  making  of 
the  system  a  self-sustaining  proposition. 

The  early  history  of  this  company  is  common  to  most  of 
the  better  class  of  independent  teh'phone  companies  in  the 
State.  Prominent  and  influential  citizens  for  many  years 
gave  their  time  and  energy  to  building  up  telephone  com- 
panies without  pay,  othei-wise  they  would  have  failed,  but 
they  should  now  receive  a  fair  return  on  not  only  the  amount 
invested,  bat  allowance  made  for  the  j'ears  of  no  return, 
and  a  fair  value  of  the  plant  as  it  now  exists  should  be 
taken  as  a  valuation  basis. 

In  addition  to  the  $183,479  cost  new  less  depreciation  as 
of  January  1, 1918,  we  will  allow  th(^  $4,000  that  according 
to  the  testimony  has  been  added  to  the  plant  since  the  inven- 
tory was  made,  and  $0,521  for  working  capital,  and  take  the 
$193,000  tentatively  for  rate-making  purposes,  and  on  this 
basis  we  have  $28,576,  or  14  per  cent,  plus  for  depreciation 
reserve  and  return  on  investment,  which  is  not  unreason- 
ably high  or  low,  and  if  we  take  into  consideration  the  $190 
per  month  increase  in  salaries  allowed,  the  result  will  be 
just  14  per  cent,  for  depreciation  l-eserve  and  return  on 
investment. 

The  complaint  of  J.  O.  Harrison  in  wliich  he  requests  free 
service  to  the  various  subscribers  at  other  exchanges  tlian 
tlie  one  with  which  he  is  conii('cte<l  is  witliout  merit  and  will 
not  be  allowed.  For  various  reasons  the  complaint  of 
J.  W.  Henry  as  to  tlie  overloading  of  the  lines  in  the  rural 
districts  should  receive  attention,  and  as  soon  as  conditions 
are  normal  and  materials  available  additional  lines  should 
he  constructed. 

The  city  ordinance  as  filed  Ity  A.  H.  Har\'ey  of  Urich  pro- 
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vidfs  that  perniission  to  install  and  operate  a  telephone 
exchange  was  pjven  to  D.  B.  Holconib,  the  former  owner  of 
the  Urich  exchange,  and  contained  a  clause  regulating  the 
rates  to  be  charged  for  service  to  $1,50  for  business  tele- 
phone and  $1.00  for  residence  telephone.  This  Commission, 
as  well  as  other  commissions,  has  already  held,  that  they 
alone  have  the  right  to  regulate  rates  of  this  character,  and 
the  courts  have  sustained  such  rulings.  The  rates  as  filed 
will  be  approved,  and  an  order  will  be  entered  in  conformity 
herewith. 

Order. 

This  cause  being  at  issue  upon  the  order  of  the  Commis- 
sion suspending  the  Missouri  Union  Telephone  Company's 
R*vi8e<l  Sheets  to  P.  S.  C.  Mo.  Nos.  1, 2, 4, 5  and  7,  canceling 
Original  P.  S.  C.  Mo.  Nos.  1,  2,  4,  7,  and  First  Revised  No.  5, 
and  full  hearing  and  investigation  of  the  matters  at  issue 
having  been  had,  and  the  ^Commission  on  the  date  hereof 
having  made  and  filed  its  report  in  this  cause,  which  is 
herein  referred  to  and  made  a  part  hereof,  and  now  upon 
full  consideration,  and  after  deliberation, 

It  is  ordered,  1.  That  the  Commission  finds  that  the  rates 
and  charges  set  out  in  the  schedule  of  said  company  are 
just  and  reasonable,  and  that  said  Missouri  Union  Telephone 
Company  should  be  permitted  to  collect  such  rates  and 
charges  as  maximum  rates  for  furnishing  telephone  service 
at  Clinton,  Windsor,  Montrose,  Deepwater  and  Urich,  Mis- 
souri, from  and  after  February  1,  I91fl,  upon  the  conditions 
hereinafter  set  out. 

Ordered,  2.  That  this  order  .shall  be  in  full  force  and 
effect  on  and  after  Pebruan'  1,  1919. 

Ordered,  '3.  That  any  and  all  increases  of  rates  herein 
authorized  shall  remain  in  effect  for  a  period  of  one  year 
only  from  and  after  the  effective  date  of  this  order,  at  the 
end  of  which  yearly  period  such  increase  of  rates  shall 
cease  without  further  notice,  and  the  rates  and  charges  of 
said  Missouri  Union  Telephone  Company  shall  then  he 
reduced  and  restored  by  it  to  the  rates  now  on  file  and 
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charged  by  it;  provided,  that  the  Commission  may  here- 
after, by  further  order,  eoiitinae  such  increase  in  rates  and 
charges  for  another  and  further  period,  or  otherwise,  change 
or  modify  such  rates  and  charges,  either  upon  the  evidence 
before  tlie  Commission  or  upon  evidence  to  be  hereafter 
submitted,  and  for  the  purpose  of  making  such  changes  in 
said  rates  the  Coniniission  hereby  fully  retains  jurisdiction 
of  this  cause. 

Ordered,  4.  That  said  Missouri  Union  Telephone  Com- 
pany be  required  to  keep  a  full  and  accurate  account  of  the 
revenues  and  expenses  of  its  said  exchanges  and  file  a  full 
and  complete  report  thereof  with  the  Commission  at  the 
expiration  of  said  period  of  one  year  above  provided  for, 
which  report  shall  be  in  addition  to  any  other  reports 
required  by  law. 

Ordered,  5,  That  the  secretary  of  the  Commission  shall 
forthwith  ser\'e  a  certified  copy  of  the  report  and  order  in 
this  cause  on  the  Missouri  Union  Telephone  Company,  and 
upon  the  Hon.  A.  S.  Burleson,  Postmaster  General,  Wash- 
ington, D.  C,  and  that  said  Missouri  Union  Telephone  Com- 
pany on  or  before  the  effective  date  hereof  shall  notify  the 
Commission  in  the  manner  provided  for  in  Section  23  of  the 
Public  Service  Commission  Law,  whether  the  terms  of  this 
order  are  accepted  and  will  be  obeyed. 

January  22, 1919. 


hi  rfi  Application  of  People's  Telephone  Company  of 
Ghaham  roR  Ai'thority  to  Iss^JE  Sto(^k,  etc. 

Case  No.  1269. 

Decided  January  S3,  1919. 

ZixtMuion  of  Time  Witliiii  Which  to  Sell  Stock  ProTionaly  Anthorised 
by  the  OommiasioD  to  be  Israed,  Approred. 

Sl'PPLEMENTAL  OrdER   No.   1. 

Application  having  been  made  to  the  Public  Service  Com- 
misHion  by  the  People's  Telephone  Company  of  Graham, 
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Missouri,  praying  that  Paragraph  3  of  Section  2  of  the 
order"  entered  by  the  Commission  in  the  above-entitled 
cause  pn  the  twenty-seventh  day  of  August,  1917,  be 
amended  so  as  to  extend  the  time  in  which  to  sell  $600  worth 
of  the  $5,115  of  stock  remaining  unsold  to  June  30,  1919. 

Now,  upon  said  application,  and  after  due  consideration, 

/(  is  ordered,  1.  That  Paragraph  3  of  Section  2  of  the 
order  of  the  Commission  entered  in  the  above-entitled  cause 
on  the  twenty-seventh  day  of  August,  1917,  be,  and  the  same 
is  hereby,  amended  ao  as  to  extend  the  time  in  which  to  sell 
$600  worth  of  the  $5,115  of  stock  remaining  unsold  to  June 
30,  1919. 

Ordered,  2.  That  this  order  take  effect  on  this  date. 

January  23,  1919. 


(Mo. 


In  re  Application  of  Seymour  Telephone  Company  for 

AUTHORITS'  TO  INCREASE  RaTES. 

Case  No.  1447. 

Decided  January  27,  1919. 

EztenBion  of  Time  DaiinK  which  Increased  Bates  M&jr  be  Ohuged 

Granted. ' 

Supplemental  Order  No.  1. 

It  appearing  that  the  Commission,  after  due  investiga- 
tion, and  after  the  company  named  above  had  submitted 
satisfactory  evidence  that  certain  of  its  rates  for  telephone 
service  contained  in  its  P.  S.  C.  Mo.  No.  2,  at  its  exchange 
at  Marshfield,  Missouri,  were  inadequate,  unjust  and  unrea- 
sonable, and  that  the  Commission  by  its  order  of  record  in 
the  above-entitled  cause  did  on  January  23, 1918,  permit  the 
said  company  to  put  certain  increased  rates  into  effect  for 
a  period  of  one  year,  from  February  1, 1918,  to  February  1, 
1919,  and, 

It  further  appearing  that  any  and  aU  increases  of  rates 
authorized  or  permitted  in  the  order  in  this  cause  issued 


•  See  Commiafflon  Leaflet  No.  70,  p.  929. 
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Jannary  23,  1918,  were  to  remain  in  effect  for  a  period 
beginning  February  1,  1918,  and  ending  February  1,  1919, 
for  telephone  service,  at  the  end  of  which  temporary  period 
such  increase  of  rates  should  without  further  order  cease, 
and  the  rates  of  said  company  should  then  be  reductnl  and 
-  restored  by  said  company  to  the  rates  tlieii  on  file  or 
charged  by  it  on  January  31, 1918;  provided,  that  the  Com- 
mission mi^ht  thereafter  by  further  order  contitme  such 
increase  of  rates  for  another  or  further  period,  or  other- 
wise change  or  modify  Uie  rates  of  said  company,  and  that 
the  said  company  was  required  to  keep  a  full  and  accurate 
account  of  the  revenues  and  expenses  of  its  jjlant,  and  file 
a  full  and  complete  record  thereof  with  this  Commission  at 
the  expiration  of  such  period  of  one  year  beginning  Feb- 
ruary 1, 1918,  and  ending  February  1, 1919,  and. 

It  now  appearing  that  the  company  shows  by  its  verified 
report  for  the  eleven  months  ending  January  1,  1919,  that 
its  revenues  from  operation  have  been  sufficient  to  allow 
4  ^er  cent,  for  depreciation  and  a  rate  of  return  of  1.6  per 
cent,  on  a  valuation  of  $7,592.47.  It  also  appearing  that 
the  operating  costs  of  the  company  have  not  been  materially 
reduced  during  the  period  covered  by  the  above  named 
report. 

Therefore,  it  is  ordered,  1.  That  the  Seymour  Telephone 
Company  be  permitted  to  continue  the  rates  allowed  to  be 
charged  in  the  order  of  January  23,  1918,  for  a  further 
period  of  six  months,  from  February  1, 1919,  until  July  31, 
1919,  under  certain  terms  and  conditions. 

Ordered,  2.  That  any  and  all  increase  of  rates  herein 
authorized  or  permitted  over  and  above  the  rates  in  effect 
on  January  31,  1918,  shall  remain  in  effect  for  a  further 
period  of  six  months  only,  lieginning  February  1, 1919,  and 
ending  July  31, 1919,  at  the  end  of  wliich  six  months'  period 
such  increased  rates  shall,  without  further  order,  cease,  and 
the  rates  of  said  company  shall  then  be  reduced  and  restored 
by  said  company  to  the  rates  on  file  and  in  effect  on  Jan- 
uary 31,  1918;  provided,  that  the  Conunissioii  may  here- 
after, by  further  order,  continue  such  increase  of  rates  for 
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another  or  further  period,  or  otherwise  change  or  modify 
the  rates  of  said  oompany. 

Ordered,  3.  That  the  said  company  be  required  to  keep  a 
full  and  accurate  account  of  the  revenues  and  expenses  of 
its  plant,  and  file  a  full  and  complete  verified  report  thereof 
with  this  Commission  at  the  expiration  of  said  period  of  six 
months  beginning  February  1,  1919,  and  ending  July  31, 
1919,  which  report  shall  be  in  addition  to  any  other  report? 
required  by  law ;  and  that  the  Commission  fully  retain  juris- 
diction of  the  parties  and  subject-matter  of  this  cause,  to 
continue,  change  or  modify  the  rates  of  said  company  upon 
the  expiration  of  said  period  of  six  months,  or  at  any  other 
time,  upon  the  reports,  evidence  and  facts  now  before  the 
Commission,  together  with  such  other  reports,  evidence  or 
facts  as  the  company  or  any  interested  party  may  offer. 

Ordered,  4.  That  this  order  shall  take  effect  on  Februarj' 
1,  1919,  and  that  the  secretary  of  the  Commission  shall 
forthwith  serve  upon  the  jmrties  hereto  a  certified  copy 
of  this  order,  and  that  the  company  shall  on  or  before  the 
tenth  day  of  February,  1919,  notify  the  Commission  in  the 
manner  prescribed  in  Section  25  of  the  Public  Service  Com- 
mission Law,  whether  the  terms  of  this  order  are  accepted 
and  will  be  obeyed. 

January  27, 1919.' 


City  of  Troy  v.  Troy  Telephone  Company. 

Case  No.  1839. 

Decided  February  .?,  1919. 

Improvement  in  Service  Ordered. 

Rhport. 

On  November  18,  1918,  the  cily  of  Troy,  Missouri,  by  its 

attorney,  Hon.  D.  B.  Killam,  filed  with  this  Commission  a 

•  SiiiiiiHr  onlers  were  issued  in  tlic   following  cftses  on  Janunry  27, 
1919: 

Dotrnintj  Telephniie  Crmpanu.     No.  1445. 
Clifton  Hill  Telephone  Companii.    No.  1446. 
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formal  complaint  against  the  Troy  Telephone  Company, 
in  which  it  claimed  that  the  telephone  company  was  and 
had  been  for  many  months  furnishing  an  inferior  grade  of 
service  to  its  subscribers  and  the  public,  that  the  operators 
were  inexperienced,  the  equipment  worn  out,  not  kept  in 
repair,  and  a  general  neglect  of  their  duties  to  the  public, 
and  asking  that  an  investigation  be  made  by  the  Commis- 
sion and  relief  ordered. 

A  public  hearing  was  held  at  Troy,  Missouri,  on  January 
29, 1919,  by  a  member  of  the  Commission,  and  the  evidence 
as  to  the  telephone  service  furnished  by  the  Troy  Telephone 
Company  was  heard.  Testimony  was  presented  to  show 
that  the  telephone  service  rendered  the  subscribers  of  the 
Troy  Telephone  Company  and  tfie  public  was  not  a  good 
or  acceptable  service,  the  condition  having  been  bad  for 
several  months.  Would-be  subscribers  were  unable  to  have 
instruments  installed ;  the  lines  in  certain  parts  of  the  city 
were  noisy  on  account  of  inductive  interference  from  the 
electric  light  wires,  they  being  in  close  proximity  to  and 
paralleling  the  wires  and  cables  of  the  telephone  plant. 
What  is  known  as  cross-talk  was  noticeable,  this  being 
caused  by  the  subscribers'  lines  in  the  cable  being  grounded 
or  single  lines  M'hen  they  should  be  metallic.  The  service 
was  slow,  subscribers  being  compelled  to  signal  the  central 
office  repeatedly  before  getting  any  response.  The  trans- 
mission was  poor,  caused  by  tlie  batteries  in  the  telephones 
Being  old  and  worn  out,  or  from  some  other  cause.  The 
complaints  from  the  city  and  rural  subscribers  to  the  com- 
pany were  not  attended  to  promptly  nor  the  trouble 
removed,  all  tending  to  cause  the  public  unnecessary  incon- 
venience and  trouble. 

Two  or  more  conferences  have  been  held  by  the  Troy 
Commercial  Club  and  the  owner  of  the  telephone  company, 
at  which  times  the  poor  service  was  discussed,  but  no 
improvements  followed,  and  it  then  became  necessary  for 
the  city  to  appeal  to  this  Commission  for  relief. 

The  owner  admitted  that  many  of  the  complaints  were 
just,  and  said  he  had  been  unable  to  find  sufficient  and  com- 
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petent  help,  as  experienced  telephone  linemen  and  inspect- 
ors could  not  be  secured  daring  the  past  year.  Operators 
would  not  remain  for  any  length  of  time  on  account  of  the 
salaries  he  could  afford  to  pay.  He  further  stated  that  he 
now  has  a  competent  operating  force,  and  would  at  once 
secure  an  experienced  lineman  who  would  proceed  to 
remove  all  of  the  plant  faults  causing  the  poor  service 
complained  of. 

The  public  is  entitled  to  an  acceptable  and  good  telephone 
service  from  any  company  that  is  enjoying  the  rights  and 
privileges  accorded  in  such  cases  by  being  allowed  to  occupy 
the  streets  and  highways,  and  must  assume  the  responsi- 
bility of  at  all  times  being  able  and  willing  to  furnish  such 
good  service  in  return  for  such  privilege  and  other  returns. 

In  the  present  case  the  Troy  Telephone  Company  has 
utteily  failed  in  its  duty  in  this  respect.  They  must  at  once 
proceed  to  remedy  all  existing  troubles,  remove  all  faults 
that  in  any  manner  have  a  detrimental  effect  upon  the 
service,  and  within  three  weeks  from  the  effective  date  of 
the  order  accompanying  this  report  advise  the  Commission 
what  steps  have  been  taken  to  improve  the  conditions  in  the 
city  and  country,  and  within  sixty  days  report  upon  the  com- 
pletion of  the  work  in  order  that  an  inspection  and  investi- 
gation can  be  made  by  thft  engineers  or  experts  of  tliis 
Commission. 

An  order  will  be  entered  in  conformity  herewith. 

Order. 

This  cause  being  at  issue  upon  complaint  of  the  eity  of 
Troy  against  the  Troy  Telephone  Company  and  full  inves- 
tigation of  the  matters  and  things  complained  of  having 
been  had,  now  after  due  deliberation, 

It  is  ordeted,  1.  That  the  telephone  company  above  named 
herewith  following  the  effective  date  of  this  order  must 
remedy  the  defective  service  existing  at  its  sM-itchboard 
in  the  city  of  Troy,  Missouri,  caused  by  the  operators  not 
promptly  answering  calls  from  its  patrons. 

Ordered,  2.    That  the  company  shall  make  a  complete 
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examination  and  overhaulinff  of  the  central  office  equip- 
ment and  distribution  system  witli  eonipetent  lineman,  and 
have  all  existing  troubles  removed. 

Ordered,  3.  That  the  company  shall  report  progress 
made  to  this  Commission  at  the  end  of  three  weeks  from 
the  effective  date  of  this  order,  and  a  full  report  at  the  end 
of  sixty  days  from  the  effective  date  of  this  order  showing 
that  the  service  as  furnished  at  that  time  is  efficient  and 
satisfactory. 

Ordered,  4.  That  this  order  shall  be  in  effect  on  February 
7, 1919,  and  that  on  or  before  that  date  the  Troy  Telephone 
Company  shall  notify  the  Commission  in  the  manner  pre- 
scribed in  Section  25  of  the  Public  Service  Commission 
Law,  whether  the  terms  of  this  order  are  accepted  and  will 
be  obeyed,  and  that  the  secretary  of  the  Commission  shall 
forthwith  serve  upon  the  parties  hereto  a  certified  copy  of 
this  order. 

February  3,  1919. 
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NEBRASKA. 
State  Railway  OommisBion. 

In  re  Application  of  H.  G.  Faibchild  fob  Extension  of 

SEB%aCE. 

1-4972. 

Decided  October  30,  1918. 
Besponsibllit7  for  Making  Eztension  Estirdy  npon  FoBtmaster  a«nenJ. 

Ruling. 

From  the  plat  which  you  filed  for  our  information,  it 
appears  that  there  is  a  considerable  number  of  rural  sub- 
scribers In  your  locality  who  could  be  served  from  Osmond 
without  extensive  amount  of  building  were  it  not  for  the 
fact  that  the  rural  line  running  out  from  Osmond  to  those 
already  being  served,  carries  the  maximum  on  a  party  line 
which  can  be  served  property.  It  would  require  another 
wire  from  Osmond  besides  the  extension  to  reach  the  list 
of  twelve  proposed  subscribers  that  you  mention.  There 
would  be  little  question  as  to  the  rights  of  these  twelve 
persons  to  secure  the  service  imder  ordinary  conditions. 

However,  the  Postmaster  General,  under  an  Act  of  CoD- 
gress,  has  taken  over  the  operation  of  telephone  companies 
and  assumes  to  have  the  authority  to  say  that  no  telephone 
extension  shall  be  made  except  for  direct  war  activities  and 
vital  commercial  needs.  We  are  attempting  to  ascertain 
in  the  courts  whether  he  has  the  authority  which  he  assumes 
to  have.  Until  that  matter  is  passed  upon  the  responsibilitj' 
for  making  extensions  will  rest  entirely  on  the  Postmaster 
General. 

October  30,  1918." 

•  Letter  of  secretary  of  Nebraska  State  Bailwfty  Commigsinn  to  H.  Q. 
Fairchild,  Osmond,  Nebraska,  October  30,  1918.    . 
1028 
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In   re    Complaint  of    D.    C.    May    Concerning   Lack  of 
Telephone  Service. 

Informal  Complaint  No,  5043. 

Decided  December  26,  1918. 

Telephone  Oompany  Ordered  to  Funilsli  Serrice  to  Oomplaiiuuit  or  Show 
Oiufle  Why  Snch  Serrice  Should  not  be  Oiren. 

Order  to  Show  Cause. 

Whereas,  it  has  been  brought  to  the  attention  of  the  Com- 
mission that  D.  C.  May  of  Broken  Bow,  Nebraska,  has  for 
many  weeks  been  without  telephone  service  under  sub- 
stantially the  following  conditions : 

Complainant  was  for  years  a  subscriber  of  the  telephone 
company  on  a  farm  line,  and  during  the  past  summer  built 
a  new  house  on  his  farm  some  500  or  600  feet  from  the 
location  of  his  old  residence,  and  has  been  unable  to  per- 
suade defendant  eomnion  carrier  to  provide  for  his  needs  - 
even  though  liberal  offer  was  made  by  him ;  and 

Whereas,  the  Commission  has  made  careful  investiga- 
tion and  finds  that  the  extension  wnll  require  approximately 
4  poles  and  1,200  feet  of  wire,  which  poles  complainant  is 
willing  to  purchase  and  deliver  on  the  ground ;  and 

Wherca-s  it  appears  that  the  estimate  placed  by  defend- 
ant company  on  the  cost  of  constructing  this  extension  is 
abnormal,  and  that  the  engineering  department  of  this  Cora- 
mission  has  been  wholly  unable  to  cheek  totals  as  to  cost 
presented  by  defendant  company;  and 

Whereas,  it  appears  to  tlie  Connnission  that  defendant 
company  is  wholly  failing  to  perform  its  duties  as  a  com- 
mon carrier,  occupying  a  definite  field  to  the  exclusion  of 
competitors  and  holding  itself  out  to  serve   the  public;  " 
therefore 

It  is  ordered  by  the  Nebraska  State  Railway  Commission, 
That  the  Nebraska  Telephone  Company  be,  and  it  hereby 
is,  directed  and  ordered  to  install  a  telephone  in  the  new 
residence  of  D.  C.  May,  former  rural  subscriber  connected 
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with  its  Broken  Bow  exchange,  on  or  before  Saturday, 
January  4,  1919,  or  appear  in  the  office  of  the  Commission 
at  11 :00  A.  M.  to  show  cause,  if  any  there  be,  why  such  instal- 
lation should  not  be  made. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty-sixth 
day  of  December,  1918." 


In  re  Application  of  the  Bertrand  Telephone  Company 

FOR  Authority  to  Increase  Bates. 

Application  No.  3706. 

Decided  December  31,  1918. 
bicreue  in  Kates  Dffnlod  —  Outtinaoos  Service  Ordered  Fnniuhed — 
AIlowuiM  of  8  Per  Cent,  for  Betarn  Held  Beasoiulile  — Allow- 
ance of  9  Per  Cent,  for  Uaintenonce  and  Beserre  for 
Depreciation  Fixed —  No  Dividends  to  be  Paid 
for  Five-Tear  Period. 

Findings. 

Applicant  owns  and  operates  a  telephone  system  located 
in  the  village  of  Bertrand,  Nebraska,  and  vicinity.  It  serves 
127  urban  subscribers  and  110  farm  subscribers.  It  also 
furnishes  switching  service  for  129  telephone  users  residing 
in  the  vicinity  of  the  village  who  own  their  own  facilities. 

Applicant's  present  rates  are  as  follows,  per  month: 


One-party  town  residence 1  25 

Four-pBrty  town  residene* 1  00 

Farm  residence 1  25 

with  additional  rates  for  desk  and  extension  sets. 

The  applicant  asks  for  an  increase  of  25  cents  per  month 
in  each  of  the  ratrs.  Applicant  offers  to  give  day  and  night 
service  if  the  application  is  granted,  and  129  subscribers 
petitioned  in  support  of  the  application.  No  protests  were 
filed  and  no  hearing  was  held. 

Ap])lieant  was  before  the  Commission  in  1913f  prajing 

*  On  Jannary  4,  1919,  the  companj'  notified  the  Commisaiou  that  a 
telephone  had  been  installed  for  complainant  and  thereapon  the  Com- 

mission  directed  that  the  complaint  be  marked  satisfied, 
t  See  Commission  Leaflet  No.  17,  p.  695. 
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for  an  increase  of  rates.  A  hearing  was  held  at  that  time, 
at  which  an  inventory  and  valuation  of  tlie  property  made 
l)y  the  Commission's  engineers  was  received  in  evidence. 
Tlie  record  in  that  matter  also  shows  that  the  Conunission's 
accountant  made  an  investigation  of  applicant's  books  of 
account,  and  reported  that  the  books  amounted  only  to  a 
cash  account,  and  that  it  was  impossible  to  find  the  cost  of 
construction  of  the  plant  or  the  owner's  investment. 
Authority  was  given'  to  increase  business  rates  50  cents 
per  month,  and  to  make  an  additional  charge  of  25  cents 
Ijer  month  for  desk  sets,  the  Commission  basing  its  decision 
on  the  valuation  of  the  property  and  the  earnings  and 
expenses  for  the  year  1911.  Applicant  was  ordered  further 
to  set  aside  from  revenues  for  maintenance  and  deprecia- 
tion purposes  an  amount  equal  to  8  per  cent,  of  the  value 
of  its  depreciable  property,  or  $1,328  per  annum. 

Applicant's  annual  reports  to  the  Commission  show  the 
following  earnings  and  expenses  from  June  30, 1912,  to  June 
30, 1917 : 


Ytar 
WIS 

Year 

Ytar 

JuntZ. 
1916 

Year 

me 

Yt«T 

Jane  SO, 
1917 

S371  00 

3,260  40 

S89  60 

1127  32 

4,088  35 

415  55 

153  60 

■       59  28 

SIM  25 

4,145  04 

401  30 

56  80 

$456  53 

4,055  75 

501  20 

Subwriber'i  service 

4,196  05 
501  20 

TOTAL  KARNlNOi.., 

M,521  00 

S4,844  10 

84,802  39 

S5,013  4S 

$5,000  83 

S603  29 

1,666  40 
499  81 
82  92 

81,144  51 

920  00 

1,200  00 

106  68 

TOTAl,  BXPEHBES 

12,855  96 

S2,S34  47 

12,852  42 

$3,371  19 

$3,435  44 

NBTINCOHB 

SI, 665  04 

S2,009  63 

SI, 949  97 

$1,642  29 

$1,565  39 

SI. 019  27 

$1,336  56 

NET  SUHPLna  KR  TEAS 

SI ,665  04 

$2,009  63 

$930  70 

$305  73 

a  Le&flet  No.  17,  p.  695. 
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The  total  surplus  accumulated  during  the  years  above 
described  amounts  to  $4,901.10,  from  which  a  dividend  of 
$2,371.04  was  paid  December  31,  1917,  leaving  a  "^t  surplus 
of  $1,530.06.  Part  of  this  net  surplus  belongs  in  the  mainte- 
nance and  depreciation  fund  according  to  the  Commission's 
order*  in  the  1913  ease.  It  is  impossible  to  determined  the 
exact  amount  belonging  to  that  fund  because  applicant  has 
failed  to  set  aside  monthly  the  amount  designated  for  that 
purpose.  This  amount  may  be  approximated  at  $500,  based 
upon  the  expenditures  for  maintenance  above  shown.  In 
the  1913  case"  the  Commission  found  the  present  value  of 
the  property  to  be  $13,624.78,  and  the  Commission  directed 
the  applicant  to  enter  that  amount  upon  its  books  as  plant 
assets.  The  amount  of  that  item  on  December  31,  1917,  was 
shown  to  be  $13,824.78. 

The  Commission  found  inferentially  in  the  1913  case* 
that  a  return  of  7.6  per  cent.,  per  annum,  on  the  value  of  the 
property,  M'as  not  excessive.  Considering  all  of  the  eir- 
c.umstances  relating  to  applicant's  property,  including  its 
size,  location,  prevailing  interest  rates  in  the  \icinity,  and 
the  excellence  of  the  service  rendered,  the  Commission  now 
finds  that  a  return  of  8  per  cent.,  per  annum,  since  January 
1,  1913,  is  reasonable.  Applying  this  rate  to  the  value  of 
the  property  found  in  1913,  gives  a  total  return  due  to  the 
owner  for  the  five  years  ending  December  31,  1917,  of 
$5,449.91.  The  dividends  paid  during  the  five  years  amount 
to  $11,199.08;  or  $5,649.17  in  excess  of  the  return  due  appli- 
cant. Eight  per  cent,  per  annum  on  the  book  value  of  the 
plant,  (which  value  has  increased  only  $200  since  the  1913 
value),  amounts  to  $1,105.98.  Applicant  has,  therefore, 
already  received  the  return  due  it  for  five  years  in  advance, 
and  is  not  entitled  to  an  allowance  for  that  purpose  in  its 
rates. 

The  Commission  has  before  it  applicant's  annual  report 
for  the  calendar  year  ending  December  31,  1917,  which 
shows  a  net  income  for  the  year  of  $2,370.44.    From  this 


*  Sec  ConimJsiiion  Leaflet  No.  17,  p.  695. 
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amount  should  be  deducted  $146.40  as  the  unexpended  bal- 
anee  of  the  amount  that  should  have  be<'n  set  aside  for 
maintenance  and  depreciation.  This  leaves  $2,224.04  net 
income  for  the  year,  which  is  greatly  in  excess  of  appli- 
cant's claim  of  increased  costs  of  the  service  at  this  time. 
It  is,  therefore,  evident  that  the  application  for  an  increase 
of  rates  should  be  denied. 

The  denial  of  the  application,  however,  should  not  relieve 
the  applicant  from  the  obligation  of  providing  the  best  and 
most  complete  service  possible  from  its  revenues,  and  the 
Connnission  finds  that  applicant  should  provide  continuous 
day  and  night  service. 

There  is  still  another  reason  why  the  application  should 
be  denied.  Applicant  has  failed  to  set  aside  for  mainte- 
nance and  depreciation  from  its  revenues  the  amount  pre- 
scrilied  by  the  Commission  in  its  191,3  order,"  namely, 
$110.66  monthly.  Applicant  has  apparently  expended  for 
this  purpose  about  $100  monthly,  but  the  fund  has  not  been 
created,  and  applicant's  reports 'do  not  show  the  unex- 
pended balance  in  the  fund.  An  applicant  who  violates  a 
specific  order  of  the  Commission  should  not  be  heard  to 
invoke  its  powers.  Conmiissions  correspond  in  a  .lense  to 
the  equity  courts,  and  it  is  a  fundamental  principle  of  equity 
that  '*  he  who  seeks  equity  must  do  equity." 

The  Commission  is  convinced,  however,  that  the  allow- 
ance for  maintenance  and  depreciation  made  in  its  1913 
order*  is  insufficient  to  meet  the  increase  in  costs  of  lalwr 
and  materials  since  that  time.  The  Connnission  found  a 
reproduction  new  value  of  the  plant  in  1913  of  $18,886.50. 
Apparently  $200  worth  of  property  has  been  added  to  the 
plajit  since  that  time,  making  a  reproduction  new  value  as 
of  this  time  of  $19,086.r)0.  The  allowance  for  niaintenauee 
and  depreciation  should  be  based  on  reproduction  new 
value,  in  as  much  as  lalior  and  materials  for  maintaining 
and  replacing  the  property  must  he  purchased  at  current 
prices. 


*  See  Commission  Lpaflel  No.  17,  p.  6 
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The  Coniuiission  has  found  in  several  telephone  rate 
eases  before  it  during  the  current  year,  which  involved 
plants  of  similar  size  to  the  one  under  review,  that  the 
requirements  for  maintenance  and  depreciation  amounted 
to  9  per  cent,  per  annum  of  the  reproduction  new  value  of 
the  properties.  Applying  this  percentage  to  the  reproduc- 
tion new  value  in  this  case  gives,  $1,71 7.79,  or  $143.15  per 
month.  The  Commission  finds  that  this  amount  should  be 
set  aside  for  maintenance  and  depreciation. 

Order. 

//  is,  therefore,  ordered  by  the  Nebraska  State  RaUii-ay 
Commission,  That  the  application  of  the  Bertrand  Tele- 
phone Company  for  authority  to  increase  Its  rates  be,  and 
the  same  is,  hereby  denied. 

It  is  further  ordered,  That  no  dividends  or  return  shall 
accrue  to  applicant  on  account  of  property  in  place  on 
December  31,  1917,  valued  at  $13,824.78,  for  five  years  on 
and  after  January  1,  1918,  and  that  if  any  dividends  have 
been  paid  during  1918,  that  the  same  shall  be  restored  to  the 
treasury  within  thirty  days  of  the  effectiv^e  date  of  this 
order. 

It  is  further  ordered.  That  applicant  shall  provide  its 
subscribers  and  the  public  continuous  night  and  day  serv- 
ice, subject  to  the  payment  of  lawful  rates  therefor. 

It  is  further  ordered,  That  beginning  January  1,  1919, 
api)licant  shall  set  aside  from  its  revenues  for  maintenance 
and  depreciation,  to  an  account  in  its  books  of  account,  the 
amount  of  $143.13  monthly;  the  costs  of  maintaining  and 
replacing  applicant's  property  only  shall  be  charged  to  this 
fund,  and  any  unexpended  balance  therein  shall  be  kept  in 
the  form  of  cash  in  hand  or  in  bank. 

It  is  further  ordered.  That  no  increase  in  the  salaries  or 
compensation  paid  to  any  general  officer  or  stockholder  of 
applicant  shall  be  made  without  the  approval  of  the  Com- 
mission first  had  and  obtained. 

Whereas,  an  emergency  exists,  this  order  shall  be  in  full 
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force  and  effect  forthwith  on  the  delivery  of  a  certified  copy 
thereof  to  the  applicant. 

Made  and  entered  at  Lincoln,  Nebraska,  this  thirty-first 
day  of  December,  1918. 


In  re  Application  of  the  Lincoln  Telephone  and  Tele- 
graph Company  fob  AtrTHORiTY  to  Revise  Certain 
Rates. 

Application  No.  3777. 

Deeided  January  8,  1919. 

IncTBue  in  finsiiiesfl.  Residence  and  Bnral  Rates  Authorized  for  Limited 
Period,  Dne  to  Emergency. 

Findings. 
Application  has  been  made  by  the  Lincoln  Telephone  and 
Telegraph  Company  for  authority  to  include  the  Tobias 
exchange  of  its  system  under  the  emergency  provision  con- 
sidered by  the  Commission  in  Application  3701,"  and  for 
the  following  gross  and  net  ■  rates  authorized  on  said 
exchange : 

Individual  busiai'ss    $2  75  $2  50  per  month 

One-party  residence 1  75  1  50  per  month 

Two-pnrty  residence   1  50  1  25  per  month 

Metallic  farm  line  5  25  4  50  per  quarter 

This  exchange  has,  since  its  acqui.'*ition  by  applicant  com- 
pany, been  served  at  the  general  rate  of  $1.00  per  month. 
At  the  time  the  Commission  considered  an  increase  on  66 
exchanges  where  one  or  more  classes  of  sei-vice  were  being 
furnished  at  lower  than  average  rates,  a  separate  applica- 
tion was  pending  for  an  increase  of  rates  at  the  Tobias 
exchange.  For  that  reason  this  exchange  was  not  con- 
sidered in  the  general  emergency  application. 

Conditions  surrounding  the  service  at  Tobias  are  no  dif- 
ferent than  those  surrounding  the  service  at  a  number  of 
other  exchanges  where  temporary  higher  rates  were  author- 
ized to  cover  a  period  of  excessive  cost  of  operation  due  to 

'  See  Commission  Leaflet  No.  84,  p.  211. 
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high  wages  and  high  cost  of  materials.     The  Commission 
is  of  the  opinion,  and  so  finds,  that  rates  at  the  Tobias 
exchange  should  be  included  under  the  same  general  pro- 
visions as  those  authorized  in  Application  3701.* 

•Applicant  also  desires  that  upon  metallic  farm  line  serv- 
ice at  the  Utica  exchange  a  gross  rate  be  authorized  of 
$5.25  per  quarter  and  a  net  rate  of  $4.50  per  quarter,  alt 
subscribers  to  be  allowed  one  added  adjacent  exchange  for 
free  service,  said  choice  to  be  made  by  lines.  This  rate  was 
authorized  in  the  temporary  increases  provided  by  the  Com- 
]  mission,  in  order  on  Application  3701,*  for  all  exchanges 

!  in  territory  surrounding  Utica  under  substantially  identical 

I  conditions.    It  was  omitted  from  the  Utica  schedule  through 

j  error.    The  Commission  is  of  the  opinion,  and  so  finds,  that 

I  for  the  same  period  of  time  as  the  emergency  rates  hereto- 

'  fore  authorized,  metallic  farm  line  service  connected  to  the 

Utica  exchange  should  bear  the  rates  set  forth  above. 

The  application  of  the  gross  and  net  charges  shall  be 
governed  by  payment  on  or  before  tlie  tenth  of  the  month 
in  which  service  is  given  the  base  area,  and  on  or  during 
the  first  month  of  the  quarter  in  which  service  is  given  for 
farm  line  subscribers. 

Oeder. 
It  is,  therefore,  ordered  hy  the  Nebraska  State  Railway 
Commission,  That  effective  February  1,  1919,  the  Lincoln 
Telephone  and  Telegraph  Company  be,  and  it  hereby  is, 
authorized  to  publish  gross  and  net  rates  for  service  on  its 
Tobias  exchange  as  set  forth  in  the  finding  above,  the 
metallic  farm  line  rate  to  be  applied  only  where  metallic 
.siervice  is  being  offered. 

It  is  further  ordered,  That  applicant  shall  be  authorized 
to  charge  the  rates  set  fortli  in  the  finding  above  for 
metallic  farm  line  service  connected  to  its  Utica  exchange, 
the  gross  and  net  rates  to  be  applied  as  per  the  statement 
in  the  finding  above. 

/(  is  further  ordered.  That  these  rates  are  authorized  as 


'  Soe  Commission  Leaflet  No.  84.  p.  211. 
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emergency  rates  oiily,  and  shall  terminate  May  1,  1919, 
unless  prior  to  that  date  further  action  is  taken  by  the 
Conumssion  thereon. 

Made  and  entered  at  Lincoln,  Nebraska,  this  eighth  day 
of  January,  1919. 


In  re  Application  of  the  Nebraska  Telephone  Company 
FOB  Authority  to  Pubush  Rates  for  Telephone 
Service  Between  Oeafino  and  Fabnam. 

Application  No.  3785. 

Decided  January  8,  1919. 

"EsUbtlahment  of  Toll  Ratea  In  Lien  of  Ffm  laterchanco  of  Sorvlce 
AnUiOTiMd  —  Divliiou  of  Interline  Revenue  Fixed. 

Findings. 

Applicant  herein  operates  an  exchange  at  Farnani, 
Nebraska.  Fifteen  miles  south  of  Farnam  is  an  inland 
town  named  Orafino  which  is  the  terminus  of  six  or  seven 
mutual  telephone  companies.  A  switchboard  is  maintained 
by  A.  W.  Harkins.  Applicant  company  has  a  published  rate 
of  50  cents  a  month,  per  station,  for  switching  service  at  its 
exchange  at  Farnam. 

Applicant's  predecessor  entered  into  a  contract  with  one 
of  the  mutual  lines-  at  Orafino,  under  which  applicant's 
predecessor  built  a  pole  line  a  distance  of  10  miles  south 
from  Faniain,  and  there  met  a  pole  line  owned  by  the  mutual 
company.  The  mutual  company  extended  a  toll  line  from 
the  switchboard  at  Orafino  for  5  miles  on  its  own  poles,  and 
for  10  miles  on  the  poles  of  applicant's  predecessor.  A 
contract  was  entered  into  between  the  two  companies  for 
mutual  interchange  of  service. 

Applicant  alleges  that  this  service  is  diseriminator>' 
against  persons  and  companies  paying  regular  switching 
rates  at  Farnam,  and  desires  that,  either  a  switching  charge 
l>e  authorized  against  all  the  telephone  users  whose  lines 
center  at  Orafino,  or  that  service  between  the  two  towns  be 
placed  on  a  per  message  basis  of  15  cents  per  call. 
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The  Commission  does  not  consider  the  service  from 
Orafino  a  switching  semce,  because  a.  very  large  proportion 
of  the  calls  from  line  to  line  are  not  handled  at  the  Farnam 
exchange,  and  only  those  messages  are  so  handled  where 
commmiication  is  established  betw-een  snbscribers  con- 
nected at  either  exchange.  The  Commis.sion  is,  however,  of 
tlie  opinion,  and  so  finds,  that  a  discrimination  exists  at  thi' 
present  time  which  should  be  removed. 

The  Commission  does  not  think  that  the  rate  of  15  cents 
is  a  proper  rate  and  temporarily,  as  an  experiment,  ^vill 
order  that  a  rate  of  10  cents  per  call  be  established  between 
the  two  exchanges.  For  purposes  of  division  of  this 
revenue,  it  will  he  considered  that  the  toll  line  belongs  to 
the  mutual  companies  centering  at  Orafino,  and  that  they 
are  using  about  10  miles  of  the  pole  line  of  the  Nebraska 
Telephone  Company  for  whiclv  due  payment  should  be 
nmde.  The  statutory  percentages  of  15  per  cent,  for  origi- 
nating messages,  and  10  per  cent,  for  terminating  messages, 
.'(hould  be  allowed  the  Nebraska  Telephone  Company  at 
Farnam,  the  remainder  of  the  toll  revenues  to  go  to  the 
proper  company  or  companies  at  Orafino.  Settlement  for 
use  of  pole  lino  of  the  Nebraska  Telephone  Company  is  a 
matter  of  private  contract  to  be  agreed  upon  between  the 
parties  in  interest. 

Order. 

It  h,  therefore,  ordered  by  the  Nebraska  State  Railuatj 
Commission,  That  the  Nebraska  Telephone  Company,  and 
certain  companies  with  lines  centering  at  Orafino, 
Nel)raska,  be,  and  they  are  hereby,  authorized  and  directed, 
effective  Jamiary  15,  1919,  to  publish  a  charge  of  10  cents 
per  message  on  all  calls  passing  l>etween  the  switchboard 
at  Orafino  and  the  switcliboard  of  the  Nebraska  Telephone 
Company  of  Farnam,  the  Nebraska  Telephone  Company  to 
receive  statutory  couuuissions  on  originating  and  termi- 
nating calls,  and  the  proper  company  or  companies  at 
Orafino  to  receive  the  remainder  of  the  toll  revenue. 

Made  and  entered  at  Lincoln,  Nebraska,  this  eighth  day 
of  Januarv,  1919. 
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In  re  Application  of  the  Ohiowa  Telephone  Company  to 
Publish  Rates. 

Application  No.  3787. 

Decided  January  8,  1919. 

Iscreue  in  Bfttea  With  Discoimt  for  Prompt  Fasrment  Eg,ii«l  to  IncroMe 
Authorized. 

Findings. 

The  Ohiowa  Teleplione  Company  has  petitioned  the 
Nebraska  State  Eailway  Coniniission  for  authority  to  make 
an  extra  charge  of  25  cents  per  month  upon  delinquent  tele- 
phone subscribers.  Applicant  set  forth  as  a  reason  for  this 
application  that,  at  the  close  of  the  business  in  1918,  $2,000 
in  telephone  accounts  receivable  were  outstanding.  It  is  a 
regular  practice  of  the  Commission,  where  a  necessity  is 
found  to  exist,  to  authorize  gross  and  net  rates  with  a  dis- 
count for  prompt  payment;  and  the  Commission  is  of  the 
opinion,  and  so  finds,  that  an  order  should  be  issued  to  that 
effect  in  this  instance. 

Okder. 

It  is  therefore,  ordered  by  the  Nebraska  State  Railway 
Commission,  That,  effective  February  1,  1919,  the  Ohiowa 
Telephone  Company  be  authorized  to  publish  the  following 
gross  and  net  rates  for  telephone  .service: 

Gross  Net 

IndividuHl  line,  business $1  90  $1  65  per  month 

Individual  line,  residence 1  65  1  40  per  month 

Party  line,  residence 1  40  1  15  per  month 

Farm  line  snbseribers 4  20  3  45  per  quarter 

For  town  snbseribei's,  business  and  residence,  a  discount  of  25  cents  per 
month  from  the  above  gross  rat«s  shall  be  atlowed  where  bills  are  paid  on 
or  before  the  tenth  of  the  month  in  which  the  service  is  given.  For  rural 
subscribers,  a  discount  of  75  cents  per  quarter  shall  be  allowed  from  the 
gross  rates  named  above  where  bills  are  paid  during  the  first  niontli  of  the 
quarter  in  which  the  service  is  given. 

Made  and  entered  at  Lincoln,  Nebraska,  this  eighth  day 
of  January,  1919. 
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In  re  Application  of  the  Nebraska  Telephone  Company 
FOR  Authority  to  Publish  Sections  16,  17  and  18  of 
Nebraska  General  Supplemental  Tariff. 

Application  No.  3337. 

Decided  January  11, 1919. 

Bates  and  BemlatioiiB  OoTering  Long  Dutanca  Tenninala,  Public  News 
Telepbone  Service  and  Short  Period  Talking  Service  Approved. 

Findings. 

Applicant  herein  filed  for  the  approval  of  the  Comiiiis- 
sion  more  than  a  year  ago  a  general  supplemental  tariff 
covering  special  rules  and  rates  for  special  service,  as  same 
were  in  force  on  its  exchanges  within  the  State  of  Nebraska 
where  such  service  was  offered.  After  careful  considera- 
tion, the  Commission  approved  this  supplemental  tariff. 

Applicant  now  desires  to  add  three  sections  thereto,  to  be 
known  as  Nos.  16, 17  and  18,  respectively,  referring  to  rules 
and  charges  for  long  distance  terminals,  public  news  tele- 
phone service,  and  short  period  talking  service. 

Informal  hearing  was  held  on  this  application,  and  it  was 
explained  by  applicant  that,  with  one  or  two  nlinor  excep- 
tions, the  proposed  sections  embody  the  rules  and  rates 
now  being  used  for  this  extremely  special  service,  and  that 
it  is  the  desire  of  the  company  merely  to  complete  the  gen- 
eral supplemental  tariff  already  on  file  with  the  Commis- 
sion. The  Commission  is  of  the  opinion,  and  so  finds,  that 
the  application  should  be  approved. 

Order. 

/(  is,  therefore,  ordered  by  the  Nebraska  State  Railvay 
Commission,  That  the  Nebraska  Telephone  Company  be, 
and  it  hereby  is,  authorized  to  publish  in  its  Nebraska  gen- 
eral supplemental  tariff,  Sections  16,  17  and  18,  as  same 
were  filed  with  the  application  under  date  of  November  20, 
3917.  ■ 

Made  and  entered  at  Lincoln,  Nebraska,  this  eleventh 
day  of  January,  1919. 
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In  re  Appucatio:n"  of  the  Beaver  Valley  Telephone  Com- 
pany for  Authority  to  Increase  Rates. 

Application  No.  3737. 

Decided  January  11,  1919. 

Increue  in  Basiness,  Rural  imd  Switching  Sates  Antborized  — Allow- 
ance of  7  Per  Cent,  for  Return  Held  BoaAonable  —  DividendB 
Limited  to  7  Per  Cent. —  Use  to  be  Uade  of  Surpltu 
Specified. 

Findings. 
Applicant  herein  has  operated  for  many  years  at  an 
authorized  rate  of  $1.25  per  month  net  for  all  classes  of 
seiTice.  It  has  now  asked  for  an  increase  in  rates,  alleging 
that  the  various  rates  are  entirely  insufficient  to  meet  finan- 
cial demands.  The  rates  proposed  by  applicant  are  as 
follows : 

Individual  business $2  00  per  month 

Residence  service  1  25  per  month 

Rare!  service 1  50  per  month 

Extension  sets 50  per  month 

Extension  bells  (small)  1  00  per  year 

Extension  bells  (loud  ringing} 1  50  per  year 

Applicant  has  made  a  financial  showing,  on  demand,  in 
support  of  its  application.  It  has  41  business  'phones  alto- 
gether on  the  three  exchanges  operated  by  it  at  Danbury, 
Lebanon,  and  Marion,  80  residence  subscriber.*,  198  farm 
subscribers,  and  switches  for  125  stations.  The  proposed 
increase  will  amount  to  $9.00  per  annum  on  business  sta- 
tions, $3.00  per  annum  on  farm  line  stations,  and  it  proposes 
to  increase  switching  rates  from  25  cents  to  50  cents  per 
month.  The  increase  proposed  would  add  a  maximum  to 
the  company's  gross  revenue  of  about  $1,325. 

The  company  was  organized  in  1902,  and  has  conducted 
.  its  telephone  business  in  an  economic  and  conservative  man- 
ner, so  far  as  the  record  shows,  since  that  time.    It  has  paid 
cash  dividends  from  date  of  organization  to  the  present 
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time,  with  the  exception  of  1904,  1905,  1908,  1912  and  1914. 
In  the  years  1904, 1912  and  1914  no  dividends  were  declared. 
In.  1905  and  1908  stock  dividends  were  declared,  respec- 
tively, 25  per  cent,  and  10  per  cent,  on  the  stock  outstand- 
ing. By  eliminating  the  years  in  which  stock  dividends 
were  declared,  the  dividends  paid  by  the  company,  although 
ranging  from  6  to  10  per  cent.,  have  averaged  7  per  cent., 
which  the  Commission  considers  reasonable.  In  the  two 
years  represented  by  stock  dividends,  an  average  of  15  per 
cent,  was  paid.  Had  the  dividends  been  confined  to  normal 
rates,  even  though  paid  in  stock  rather  than  in  cash,  there 
would  have  been  issued  approximately  $1,420  in  stock, 
whereas  the  stock  dividends  apparently  amounted  to 
approximately  $2,600.  Thus,  the  amount  of  stock  now  out- 
standing is  about  $1,200  in  excess  of  what  would  have  been 
outstanding  had  the  stock  dividends  been  normal.  This 
fact  will  be  borne  in  mind  in  reaching  conclusions.  A 
detailed  statement  by  the  company  of  receipts  and  expendi- 
tures for  the  first  nine  months  of  1918  indicates  an  earning 
rate  of  $6,190  per  annum,  but  tliis  includes  the  government 
tax  on  toll  calls.  The  expenses  for  a  year,  based  on  what 
was  actually  spent  for  nine  months,  were  $5,676,  also  includ- 
ing payments  of  the  government  war  tax.  Dividends  of  7 
per  cent,  on  the  outstanding  stock  were  declared.  Total 
expenses,  plus  dividends  for  the  year  on  the  basis  figured, 
were  $6,532.80,  or  a  deficit  of  $343. 

There  was  spent  for  maintenance,  material,  and  lineman's 
salary  in  the  nine  months,  $2,423.70,  of  which  the  labor  item 
was  $1,370.90.  The  lineman  was  paid  $100  per  month,  but 
he  also  served  as  manager,  secretary,  collector  and  book- 
keeper. Allowing  arbitrarily  $700  of  the  $900  for  other 
work  of  this  official  than  line  work,  and  the  maintenance 
item  for  nine  months  would  amount  to  $1,723.70.  On  a 
present  worth  of  the  plant  at  $15,000  this  would  be  15  per 
cent.  It  would  be  somewhat  less  than  that  on  the  original 
cost  of  the  property  probably,  although  there  is  no  showing 
as  to  the  original  cost  of  the  property.  At  all  events  the 
charge  for  maintenance  is  high,  even  assuming  that  the 
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depreciation  resei-ve  for  1918  was  used  in  rebuilding  and 
replacements. 

The  company's  statement  is  to  the  effect  that  it  has  been 
rebuilding  some  of  its  property  extensively,  and  that  the 
work  is  much  needed.  This  indicates  deferred  maintenance 
in  the  past,  and  that  also  is  indicated  from  the  annual 
rt-ports  to  the  Commission,  where  the  maintenance  in  1914 
IS  shown  as  4.6  per  cent,  and  in  1915  as  4.4  per  cent.  The 
meager  records  available  indicate  that  tlie  allowance  for 
deferred  depreciation  in  tlie  earlier  years  of  the  company 
was  not  properly  set  up.  This  will  call  for  an  unusually 
hea\'j'  maintenance  in  the  next  year  or  two,  obligations 
which  rest  upon  tlie  subscribers,  even  though  sucli  mainte- 
nance was  deferred  until  the  present  date. 

The  proposed  increases  will  supply  the  following  added 
income : 

Business,  41  'phones  at  $9.00  per  annum  in< 

Farm,  198  'phones  at  $3.00  per  annum  ii 

Switching  125  stations  at  $1.80  per  annum  incrense ^ 225 

TOTAL  inci»:ase  $1488 

Allowing  2  per  cent,  for  uncollectible  accounts  the  total 
income  of  the  company  under  the  rates  proposed,  and  with 
a  switching  rate  at  40  cents  per  station,  per  month,  would 
be  $7,230.  If  expenses  do  not  increase  over  those  of  1918, 
as  set  out  above,  there  will  remain  a  surplus  of  $697  maxi- 
mum after  the  expenses  are  paid  and  a  7  per  cent,  dividend 
is  allowed. 

This  will  give  the  company  sufficient  leeway  to  take  care 
of  unforeseen  additions  to  operating  expense,  and  will  per- 
mit a  more  extensive  program  of  rebuilding  and  repairing 
depreciated  properties. 

The  Commission  will  for  the  present  limit  the  company 
to  7  per  cent,  dividends  on  outstanding  stock,  and  in  doing 
so  will  not  take  into  account  that  the  too  liberal  stock  divi- 
dend was  made  on  two  different  occasions.  The  company 
will  be  given  an  opportunity,  at  its  option,  after  its  lines 
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have  been  put  into  first  class  condition  and  its  finances  are 
no  longer  in  difficulty,  to  make  a  showing  to  the  Commission 
that  an  allowance  of  7  per  cent,  dividends  is  not  sufficient, 
hut  until  such  showing  is  made  the  limitation  will  be 
prescribed. 

Order. 
/(  IS,  therefore,  ordered  by  the  Nebraska  State  Raihvaif 
Commission,  Tliat  the  Beaver  Valley  Telephone  Company 
be,  and  it  is,  autliorized,  effective  Februarj- 1, 1919,  for  city 
subscribers  at  the  exchanges  at  Danbury,  Lebanon,  and 
Marion,  and  effective  March  1,  1919,  for  rural  switched 
subscribers  connected  at  said  exchanges,  to  publish  and  col- 
lect the  following  rates: 

Per  Month 

Ttidividual  business  wrvii-c 2  00 

Hesidenoe   service    1  25 

Rural  line  service 1  SO 

Switching  service  per  litRtion 40 

It  is  further  ordered,  That  applicant  company  shall  first 
pay  from  it.s  gross  receipts  all  proper  charges  for  operating 
and  for  general  expenses  and  for  maintenance  of  its  prop- 
erties ;  it  shall  pay  interest  and  taxes  and  any  proper  claims 
for  loss  and  damage  assessed  against  it;  after  these 
expenses  have  been  met,  and  not  until,  tlie  company  shall 
pay  not  to  exceed  7  per  cent,  dividends  on  present  outstand- 
ing stock. 

/(  is  further  ordered,  That  any  surplus  then  remaining 
unexpended  shall  be  used  to  meet  deficits  in  the  amounts 
set  out  above,  or  shall  be  used  in  repairing  or  replacing 
depleted  existing  property,  or  shall  be  carried  as  deprecia- 
tion reserve  in  such  manner  that  it  will  be  readily  accessible 
for  replacements  and  repairs  when  needed.  No  part  of 
said  surplus  shall  be  used  for  extensions. 

Made  and  entered  at  Lincoln,  Nebraska,  this  eleventh  day 
of  Januarj',  1919. 
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In  re.  AppLrcATioN  of  the  Farmers  and  Merchants  Tele- 
phone Company  of  Julian  ron  Rate  Increase. 

Application  No.  3728. 

Decided  January  22,  1919. 

Increase  in  Business,  Sesidence  and  Bnral  B«t«e  Anthorized — Higher 

Sste  for  Business  Service  than  for  Residence  and  Bnral  Berrice 

Anthorized  —  Snrplns     Above     Neceesary    Operating 

Expenses,  Oeneral  Items  of  Hzjiense  and  7  Per 

Cent.  Dividends  to  be  Used  for  Putting 

Property  in  Better  Condition. 

Findings. 

Apj)lipaiit  herfiii  operates  a  telephono  exchange  at 
Julian,  Nebraska,  witli  approximately  120  subscribers,  of 
which  al)out  30  are  within  the  exchange  limits,  and  the 
remainder  are  on  rural  party  lines.  The  company  has  been 
in  operation  since  19UG.  has  always  maintained  a  rate  of 
$1.20  per  month  for  all  classes  of  service,  and  has  never 
paid  any  dividends.  It  now  asks  for  authority  to  increase 
all  oliarges  to  $l.oO  in  order  to  meet  increased  cost  of  doing 
buKinesK. 

The  company  has  outstanding  $l,12o  of  stock.  It  has  also 
put  unearned  dividends  back  into  the  property,  and  while 
no  check  has  been  made  as  to  the  total  proiwrty,  it  is  evi- 
dently, from  the  rei>orts,  considerably  in  excess  of  the  out- 
standing stock.  The  company  does  not  at  this  time  apply 
for  readjustnifnt  of  its  stock  to  take  care  of  dividends 
earned  hut  not  paid. 

The  Conmiission  has  had  considerable  oorreepondence 
with  applicant  company  relative  to  its  finances,  and  has 
found  it  difficult  to  secure  all  the  information  necessary, 
chiefly  because  applicant's  books  do  not  show  the  necessary 
information.  It  is  evident  from  the  showing  made  by  appli- 
cant that  maintenance  of  the  lines  has  not  in  recent  years 
been  adequate,  and  it  is  faced  at  this  time  with  the  neces- 
sity of  making  extensive  repairs  at  a  time  of  very  high  cost 
of  materials.     It  is  also  found  necessary  to  increase  the 
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salary  of  the  lineman.  This  lineman  also  undertakes  to  do 
the  operating,  and  has  thus  far  furnished  the  line  work 
and  the  operating  to  the  company  at  a  lower  price  tlian  can 
generally  be  found  in  the  State. 

The  Commission  Is  convinced  from  the  investigation  thus 
far  made  that  the  comi)any  should  have  increased  revenues, 
chiefly  for  the  purpose  of  improving  its  lines.  It  is  entitled 
to  earn  a  dividend  not  to  exceed  7  per  cent,  on  the  stock 
outstanding,  and  upon  proper  showing  in  the  future  as  to 
investment  of  earned  dividends  in  the  property  for  Mhicli 
a  stock  dividend  is  proper,  it  may  be  authorized  to  earn  on 
more  than  the  present  outstanding  stock.  The  Commission 
does  not  go  into  the  matter  at  present  because  of  lack  of 
information. 

The  Commission  is  of  the  opinion,  and  so  finds,  that  the 
Farmers  and  Merchants  Telephone  Company  should  ho 
authorized  to  increase  its  business  rate  to  $1.50  per  month, 
and  residence  and  farm  line  to  $1.25  per  month ;  all  surplus 
over  and  above  necessary  expenses  of  operating,  general 
items  of  expense,  and  di^ddends  of  not  more  than  7  per 
cent.,  to  be  used  in  putting  the  property  into  better  con- 
dition. 

Order. 

/(  is,  therefore,  ordered  by  the  Nebraska  State  Raihvay 
Commission,  That  the  Farmers  and  Merchants  Telephone 
Company  at  Julian,  Nebraska,  be,  and  it  hereby  is,  author- 
ized, effective  February  1,  1919,  to  publish  and  collect  a 
rate  of  $1.50  per  month  net  for  business  telephone  seirice, 
and  $1.25  per  month  for  residence  and  farm  line  service. 

It  is  further  ordered,  That  the  company  shall  pay  all 
proper  operating  and  general  expenses,  shall  declare  not 
more  than  7  per  cent.  di\'idends  on  the  outstanding  stock, 
and  thereafter  shall  arrange  for  the  expenditure  of  the 
remaining  surplus  for  maintenance,  rebuilding  and  repair- 
ing of  its  existing  properties,  no  part  of  said  surplus  to  be 
used  for  new  extensions. 
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It  is  further  ordered^  That  any  surplus  that  the  company 
does  not  feci  justified  in  expending  for  such  repairs  shall 
be  held  in  the  treasury  until  such  time  as  it  is  necessary 
for  replacements  and  rebuilding. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty- 
second  day  of  January,  1919. 


In  re  Application  of  Hamilton  County  Farmers  Tele- 
phone Association  to  Publish  Vacation  Rates. 

Application  No.  3759. 

Decided  January  11,  1919. 
Vacation  Bates  Appioved. 

Ruling. 

Application  having  been  made  by  the  Hamilton  County 
Farmers  Telephone  Association  for  authority  to  publish 
vacation  rates  for  subscriber  service  one-half  the  regular 
rate  for  the  class  of  service  furnished ;  and  it  appearing  to 
the  Commission  that  the  application  is  reasonable  and  in 
line  with  previous  approved  practices,  it  was  on  motion 
directed  that  the  desired  authority  be  granted  and  that 
applicant  be  notified  by  letter  of  the  action  taken. 

January  11,  1919. 
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NEW  JERSEY. 
Board  of  Public  Utility  Commissioners. 

In  re  Petition  of  New  York  Telephone  Company,  Dela- 
ware AND  Atlantic  Telegraph  and  Telephone  Com- 
pany, AND  Atlantic  Coast  Telephone  Company  for 
Merger,  etc. 

Decided  January  7,  1919. 

Approval  of  Flan  for  Formation  of  Oompany  to  Tako  Over  Properties  of 

Other  Companies,  and  Fixing  of  Bates  of  Sncfa  New  Oompany 

in  Advance,  Denied  in  View  of  Federal  Control  and 

Extensive   Eate   InveiUgaticin   Beqnired. 

Repoet. 
The  joint  petition  of  the  New  York  Telephone  Company, 
Delaware  and  Atlantic  Telegraph  and  Telephone  Company, 
and  Atlantic  Coast  Telephone  Company,  filed  on  February 
15,  1918,  refers  to  four  separate  proceedings  theretofore 
had  by  the  various  petitioners  before  this  Board,  as  follows: 

1.  In  re  Merger  of  Neiv  York  Telephone  Company  and 
Atlantic  Coast  Telephone.  Company; 

2.  In  re  Merger  New  York  Telephone  Company  and  the 
Delaware  and  Atlantic  Telegraph  and  Telephone  Company; 

3.  In  re  Inquiry  as  to  the  Justice  and  Reasonableness  of 
the  Rates  of  New  York  Telephone  Company; 

4.  In  re  Inquiry  as  to  the  Justice  and  Reasonableness  of 
the  Rates  of  the  Delaware  and  Atlantic  Telegraph  and 
Telephone  Company. 

In  the  first  proceeding  this  Board  approved"  of  the 
agreement  of  merger  and  consolidation,  ■  and  on  July  26, 
1917,  issued  a  certificate  granting  approval.  No  steps  have 
been  taken,  however,  to  effect  the  merger  and  consolidation. 

•  Sec  Commission  Leaflet  No.  69,  p.  638. 
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The  petition  alleges  as  a  reason  for  the  failure  to  effect 
the  merger  so  heretofore  authorized,*  that  the  New  York 
Telephone  Company  has  no  property  in  the  territory  in 
which  the  Atlantic  Coast  Telephone  Company  operates,  and 
that  the  petitioners  have  awaited  the  decision  of  this  Board 
in  the  Matter  of  the  Application  of  Neiv  York  Telephone 
Company  and  the  Delaware  and  Atlantic  Telegraph  and 
Telephone  Company  to  Approve  of  a  Merger  and  Consoli- 
dation of  these  two  companies,  the  property  of  the  Atlantic 
Coast  Telephone  Company  being  included  in  the  territory 
in  which  the  Delaware  and  Atlantic  Telegraph  and  Tele- 
phone Company  operates.  The  object  and  purpose  of  the 
two  applications  is  to  combine  in  the  New  York  Telephone 
Company  full  ownership  and  control  of  all  properties  in 
the  State  of  New  Jersey  owned,  operated  and  belonging  to 
the  three  petitioners  in  the  present  proceeding. 

The  Board  on  November  20, 1917,  disposedf  of  the  second 
application  above  referred  to,  and  withheld  its  approval  of 
the  agreement  for  merger  and  consolidation  of  the  New 
York  Telephone  Company  and  the  Delaware  and  Atlantic 
Telegraph  and  Telephone  Company.  An  extract  from  this 
Board's  report  in  this  matter  is  as  follows: 

"  In  the  judgment  of  the  Board  consolidatioQ  of  the  properties  in  ques- 
tion should  be  Jiniited  to  the  property  located  within  New  Jersey,  thus 
segregating  the  property  mthin  New  Jersey  from  the  property  without 
that  State,  and  thereby  creating  a  unit  wholly  wittiin  that  State.  Such 
s^regation  and  consolidation  of  properties  should  be  effected  through 
the  transfer  thereof  to  a  corporation  organized  under  the  laws  of  the 
State  of  New  Jersey.  Instead,  however,  of  dismissing  the  petition,  the 
Board  will  hold  the  same,  with  leave  either  to  amend  in  accordance  with 
the  views  herein  expressed,  or  to  file  a  new  petition  in  conformity  there- 
with. On  such  amended  or  new  petition,  the  Board  will  determine  the 
value  of  the  property  for  purposes  of  capitalization,  usio^  therefor  the 
findings  as  to  value  in  the  proceedings  relating  to  the  rates  of  the  com- 
panies respectively." 

In  the  Matter  of  Inquiry  as  to  the  Justice  and  Reason- 
ableness of  the  Rates  of  the  Neiv  York  Telephone  Company 

*  See  Commission  Leaflet  No.  60,  p.  638. 
t  See  Commission  Leaflet  No.  73,  p.  120. 
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(the  third  of  the  proceedings  above  referred  to),  this  Board 
on  November  20, 1917,  found*  the  existing  rates  to  be  unjnst 
and  unreasonable,  and  ordered*  a  reduction  in  the  net  rev- 
enue of  the  Now  York  Telephone  Company  of  at  least 
$800,000.  An  order*  was  made  requiring  the  New  York 
Telephone  Company  to  submit,  within  sixty  days  thereafter, 
tariffs  which  would  effect  annually  a  reduction  in  the  net 
revenue  of  said  amount. 

In  the  fourth  proceeding,  viz.,  the  Ivqidry  as  to  the  Ju-v- 
tice  and  Reasonableness  of  the  Rates  of  the  Delaware  and 
Atlantic  Teleifraph  atid  Telephone  Company,  this  Board, 
on  November  20, 1917,  foundf  the  value  of  the  property  and 
the  net  revenue  from  operation,  and  as  to  the  then  existing 
rates  of  said  company,  paid : 

"  Ratos  w}iic}i  produce  a  return  so  limited  cannot  be  held  to  produce 
e.xcossive  rates  and  to  be  unjust  and  unreasonable.  No  order  disturbing 
the  existing  rates  will,  therefore,  be  ordered." 

The  petitioners  in  the  present  proceeding  allege  that 
owing  to  the  increased  cost  of  labor  and  material  since 
the  year  1916,  the  return  of  net  revenue  of  the  Delaware 
and  Atlantic  Telegraph  and  Telephone  Company  has  con- 
stantly decreased  until  it  is  now  operating  at  a  deficit. 

The  petitioners  further  allege  that  it  is  their  desire  and 
intention  to  carry  out  the  suggestions  of  this  Board  con- 
tained in  its  report  of  November  20,  1917,  in  the  Matter  of 
Merger  of  the  New  York  Telephone  Company  and  the  Dela- 
ware and  Atlantic  Telegraph  and  Telephone  Cotnpany,^ 
and  that  the  action  of  the  respective  directors  and  stock- 
holders, which  were  filed  as  exhibits  in  said  proceeding,  had 
been  rescinded;  that  various  other  preliminary  steps  in 
a  plan  for  the  formation  of  a  new  company  under  the  laws 
of  this  State  had  been  taken,  to  which  new  company  all  of 
the  properties,  franchises  and  privileges  of  the  petitioners 
in  the  State  of  New  Jersey  could  be  transferred,  and  for 


a  Leaflet  No.  73,  p.  83. 
t  See  Commission  Leaflet  No.  73,  p.  109. 
I  See  Commission  Leaflet  No.  73,  p.  120. 
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which  capital  stock  was  contemplated  to  be  issued  equal  to 
the  combined  valuation  ascertained  by  this  Board  in  the 
former  proceedings.  The  petitioners,  however,  farther  set 
forth  that  inasmuch  as  the  necessary  costs  and  expenses 
incidental  to  the  formation  of  such  a  new  company  are 
large,  and  other  questions  relating  thereto  are  serious,  they 
do  not  desire  to  take  the  final  steps  thereon  unless  and  antil 
they  shall  have  obtained  in  advance  of  the  making  and 
presentation  of  a  formal  agreement  the  full  approval  of 
this  Board. 

The  prayer  of  the  present  petition  is  as  follows: 

"  Wherefore  your  petitioners  pray  that  this  honorable  Board  may: 

1.  Consolidate  «ll  of  the  above  mentioned  matters  into  one  cause  or 
proceeding; 

2.  Investigate  the  pio]>osed  plan  of  the  petitioners  for  the  formation 
of  a  new  company  and  determine  tlie  fair  value  of  combined  assets  and 
the  amount  of  capitalization  to  be  issued  therefor; 

3.  Investigate  the  probable  result  of  operation  of  tlie  said  corporation 
with  a  view  of  determining  (lie  just  and  reasonable  rates  for  service  to  be 

■chaiged  thereby; 

4.  Thereafter  make  such  order  or  orders  as  to  the  Board  may  seem 
just." 

Tlie  petition  was  filed  following  an  informal  conference 
held  on  February  5, 1918,  by  the  Board  ■with  counsel  for  the 
petitioners.  The  difficulties  in  effecting  a  merger  and  con- 
solidation of  the  properties  were  outlined  by  the  peti- 
tioners, who  sought  to  ascertain  whether  this  Board  would 
in  advance  of  the  formation  of  the  proposed  new  corpora- 
tion approve  of  a  plan  wliicli  would  be  presented,  and  which 
would  include  the  consolidation  and  merger  of  the  New 
York  Teleplione  Company  and  Atlantic  Coast  Telephone 
Company  as  heretofore  approved*  by  this  Board,  and  the 
proposed  consolidation  of  the  property  of  the  New  York" 
Telephone  Company  with  the  Delaware  and  Atlantic  Tele- 
graph and  Telephone  Company.  Recognizing  the  intrica- 
cies and  complexities  of  a  matter  of  such  magnitude,  the 


*  See  Commission  Leaflet  No.  69,  p.  G38. 
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Board  fxpressed  at  this  informal  conference  its  williiigTii'ss 
to  aid  in  any  way  possible,  an;]  indicated  that  it  would 
entertain  a  petition  in  which  the  plan  of  merger  and  con- 
solidation niiglit  be  presented  in  advance  of  the  actual  entry 
into  an  af^reenient  oi'  consolidation.  A  petition  was  aeeord- 
infifly  filed.  The  petition  as  filed,  however,  and  the  relief 
prayed  for  therein,  are  very  much  more  extensive  than  the 
Board  anticipated,  in  that  it  seeks,  and  that  the  grant  of  its 
prayer  would  require,  an  extensive  rate  investigation.  Such 
an  investigation  the  Board  would,  at  this  time,  he  unwilling 
to  undertake.  The  protracted  proceeding  in  the  investiga- 
tion of  the  justice  and  reasonableness  of  the  rates  of  the 
New  York  Telephone  Company  was  concluded  in  November, 
1917.  Since  that  time  the  company  has  filed  amended 
tariffs.  Tlic  rates  promulgated  by  these  amended  tariffs 
have  only  recently  been  made  effective. 

It  already  appears  by  the  reports  required  to  be  filed 
■with  this  Board  that  .such  rates  have  not,  and  will  probably 
not  in  the  future  effect  the  reduction  in  net  revenue  required 
to  be  made  by  the  Board 's  former  order.' 

Not  only  would  tlie  prayer  of  the  petition  require  an 
extended  and  costly  re-investigation  of  a  matter  in  which 
a  determination  has  but  recently  been  arrived  at,"  but  if 
such  re-investigation  was  made  the  effectiveness  of  the  con- 
clusion reached  therein  might  be  the  subject  of  controversy, 
because  of  the  recent  assiuning  of  control  of  the  property 
by  the  Federal  Government. 

The  petition  as  filed  presents,  as  indicated,  serious  ques- 
tions which  the  Board  did  not  have  in  contemplation  when 
at  the  informal  conference  it  stated  its  readiness  to  act 
preliminarily  and  in  a  definite  advisory  way  in  advance  of 
,the  actual  entry  into  and  presentation  of  a  concluded  agree- 
ment of  consolidation. 

For  thc'se  reasons  the  Board  must  now  decline  to  act  as 
prayed  by  the  petition. 

Dated,  January  7, 1919. 


e  Commission  Leaflet  No.  7^,  p.  S3. 
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In  re  Increased  Charges  for  Use  of  Facilities  of  the 

American  Telephone  and  Telecraph  Company  et  al. 

Decided  January  30,  1919.' 

ToU  Bates  «id  Toll  Service  Olassiflcations  Authorised  by  Postmuter 

Oenerat,  Sitspended  Feuding  a  Hearing. 

Held:   That  the  Postmaster  General  in  operating  telephone  compauies 

in  New  Jersry  was  subjpct  to  the  la^vs  of  the  Stat«  respecting  such 
t-onipanies,  unless  Congress  lind  reliuved  him  of  compliance  therewith ; 

That  the  regnlation  of  rales  whs  a  lawful  eseR-ise  of  the  police  power 
and  the  joint  resolution  of  Congress  authorzing  control  and  operation  of 
telephone  systems  for  the  duration  of  the  war  had  provided  that  eicisting 
laws  or  ])owers  of  the  several  stales,  in  relation  to  lawful  police  regula- 
tions, should  be  undisturbed,  except  wliere  they  affected  the  transmission 
of  government  eomniunieations  or  llie  issue  of  stocks  and  bonds; 

That,  as  there  was  nothing  before  the  Board  to  show  that  the  increased 
charites  involved  in  the  Postmaster  Gensral's  Order  No.  2495  would  be 
reasonable  with  respect  to  any  of  the  telephone  companies  operated  in 
New  .Jersey,  the  propoied  rates  tihould  not  become  effective  unless  and 
until  reasons  not  yet  advanced  were  given  in  support  thereof,  and  the 
same  should  be  suspended  until  April  20,  1919,  unless  the  Board  prior  to 
said  date  should  approve  the  same. 

Statement  Accompanying  Orders. 
The  law  oE  New  Jersey  provides  that  when  any  public 
utility  shall  increase,  change  or  alter  its  rates  the  Board 
shall  have  power 

"  to  hear  and  determine  whether  the  said  increase,  change  or  alteration  is 
just  and  reasonable.  The  burden  of  proof  to  show  that  the  said  increase, 
change  or  alteration  is  just  and  reasonable  shall  be  upon  the  public 
utility  making  the  same.  The  Boai-d  shall  have  power  pending  such 
hearing  and  detemi; nation  to  order  the  suspension  of  the  said  increase, 
change  or  alteration  until  the  said  Board  shall  have  approved  said 
increase,  change  or  alteration  not  exceeding  three  months.  It  shall  be 
the  duty  of  the  said  Board  to  approve  any  such  increase,  change  or  altera- 
tion upon  being  satisfied  that  the  same  is  just  and  reasonable." 

*  On  January  27,  1919,  the  United  States  District  Court  denied  the 
application  of  F.  N.  Barber,  secretarj-  of  the  New  Jersey  Board  of  Public 
Utility  Commissioners,  for  an  injunction  restraining  the  Postmaster 
General,  the  New  York  Telephone  Company,  the  Delaware  and  Atlantic 
Telegraph  and  Telephone  Company  and  the  American  Telephone  and 
Telegraph  Company  from  puttine:  into  efTeet  the  toll  rates  and  classifica- 
tions prescribed  in  Order  No.  2495  of  the  Postmaster  General,  on  the 
ground  that  it  was  without  juried  ction  in  the  premises. 
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Public  utilities  as  dpfined  by  law  include,  among  others, 
evcrj'  individual  co-partnership,  association,  corporation  or 
joint  stock  company,  their  lessees,  trustees  or  receivers 
appointed  by  any  court  whatsoever,  that  now  or  hereafter 
may  own,  operate,  manage  or  control  within  the  State  of 
New  Jersey  any  telephone  plant  or  equipment  for  public 
use,  under  privileges  granted  or  hereafter  to  be  granted  by 
the  State  of  New  Jersey  or  by  any  political  subdivision 
tliereof. 

The  Board  is  of  the  opinion  that  the  Postmaster  General 
in  operating  telephone  companies  in  New  Jersey  is  subject 
to  the  laws  of  the  State  respecting  such  companies,  unless 
Congress  possesses  the  power  to  relieve  him  of  compliance 
therewith  and  has  exercised  such  power. 

The  Postmaster  General  acts  by  appointment  of  the 
President  in  accordance  with  a  joint  resolution  of  Congress 
authorizing  the  President  to  assume  control  of  telephone 
systems  and  operate  the  same  for  the_  duration  of  the  war. 
This  resolution  contains  a  proviso  to  the  effect  that  nothing 
therein 

"  shall  be  coimtnied  to  omend,  repeal,  impair  or  aSeei  existing  laws  or 
powers  of  the  states  in  relation  to  taxation  or  llie  lawful  police  regulations 
of  the  several  slates,  except  wherein  sueli  laws,  powers  or  regulations 
may  affect  the  transmission  of  government  eomiiiunications,  or  the  issue  of 
stocks  and  bonds  by  such  sii'stem  or  systems." 

Lawful  police  regulations  of  the  states  are  such  regula- 
tions as  the  states  may  lawfully  make  in  the  exercise  of 
their  police  power.  The  courts  in  numerous  decisions  have 
held  that  the  regulation  of  rates  is  a  lawful  exercise  of  the 
police  power.  It  is  not  i)ertinent,  and  therefore  unneces- 
sarj',  to  discuss  whether  Congress  in  providing  for  federal 
operation  of  telephone  companies  had  power  to  declare 
state  laws  affecting  these  companies  to  be  null  and  void. 
The  fact  is  that  Congress  expressly  declared  that  its  Act 
should  not  be  construed  to  impair  or  repeal  such  laws  in 
relation  to  lawful  police  regulations.     Unless  and  until  it 
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is  declared  by  a  court  of  competent  jurisdiction  that  the 
suspension  of  increased  charges  for  telephone  service  is 
not  a  lawful  police  regulation  the  Board  must  assume  the 
Postmaster  General,  as  well  as  the  telephone  compauiei: 
operatinl  by  him,  are  subject  to  provisions  of  the  New 
Jersey  statute  with  respect  to  charges  for  such  service. 

There  is  nothing  before  the  Board  to  show  that  with 
respect  to  any  of  the  telephone  companies  operatetl  in  New 
Jersey  the  increased  charges  ordered  would  be  reasonable. 
With  respect  to  the  New  York  Telephone  Company,  they 
appear  to  be  much  in  excess  of  the  rates  necessary  to  meet 
operating  expenses  and  feed  charges  and  provide  an  ample 
net  return.  The  Postmaster  General  does  not  claim  that 
the  government  needs  additional  revenue  from  telephone 
operation  and  that  increases  are  made  for  this  purpose. 
In  response  to  a  letter  to  the  Postmaster  General  protest- 
ing against  the  increases,  tlie  Solicitor  of  the  Post  Office 
Department  has  advised  the  Board  that  the  rates  pre- 
scribed by  the  order  of  the  Postmaster  General  are  the 
result  of  study  by  the  Committee  on  Standardisation  of 
Rates  of  the  Post  Office  Department,  that  it  is  intended  they 
shall  be 

"applied  throughout  the  countr>'  hy  nil  companies  o[ipratiiii;  under  gov- 
ernment control,  and  without  efipocinl  refercncp  to  ita  immediate  effect  in 
individual  localities  by  reason  of  spccinl  conditions  therein  prevailing,  so 
that  this  Department  is  not  advised  as  to  the  probal)le  n^ults  whieli  will 
flow  from  the  application  of  this  new  si-hedule  in  the  Slate  of  New  Jersey." 

The  Board  is  not  advised  as  to  the  personnel  of  the  com- 
mittee referred  to.  It  has  received  no  prior  notice  of  the 
study  being  made  hy  such  conmiittee.  So  far  as  the  Board 
has  been  informed  the  conmiittee  has  not  given  any  public 
hearing  and  has  not  sought  information  from  or  consulted 
the  records  of  the  commissions  of  the  several  states.  It 
seems  to  us  that  before  placing  the  burden  of  greatly 
increased  charges  upon  the  users  of  telephones  the  Post 
Office  Department  should  have  been  advised  of  "  the  prob- 
able results  which  will  flow  from  the  api)lication  of  tbi? 
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new  schedule,"  not  only  in  New  Jersey,  but  in  the  other 
states  as  well. 

It  is  the  Board's  opinion  that  unless  and  antil  reasons  no) 
yet  advanced  are  given  why  the  new  rates  should  become 
effective  they  should  not  be  allowed.  In  so  far  as  they 
apply  to  service  within  the  State  of  New  Jersey  they  will 
be  suspended.    Appropriate  orders  will  issue. 

Dated  January  20, 1919. 

Order  Suspending  Increases  of  American  Telephone  and 
Telegraph  Company. 
It  appearing  that  the  American  Telephone  and  Telegraph 
Company  is  a  public  utility  as  defined  by  "An  Act  Concern- 
ing Public  Utilities  to  Create  a  Board  of  Public  Utility 
Commissioners  and  to  Prescribe  its  Duties  and  Powers  " 
(Chapter  195,  N.  J.  P.  L.  1911);  that  the  said  American 
Telephone  and  Telegraph  Company  is  now  being  operated 
by  A.  S.  Burleson,  Postmaster  General  of  the  United  States, 
by  virtue  of  a  joint  resolution  of  Congress  authorizing  and 
empowering  the  President  to  take  possession  of  any  tele- 
phone system  and  to  operate  the  same  in  such  manner  as 
may  be  needful  or  desirable  for  the  duration  of  the  war; 
that  the  said  joint  resolution  of  Congress  expressly  pro- 
vides that  nothing  therein  "  shall  be  construed  to  amend, 
repeal,  impair  or  affect  existing  laM's  or  powers  of  \h^  ■ 
states  in  relation  to  taxation  or  tlie  lawful  police  regula- 
tions of  the  several  states,  except  wherein  such  laws, 
])owers  and  regulations  may  affect  the  transmission  of 
government  communications  or  the  issue  of  stocks  and 
bonds  by  such  system  or  systems  ";  that  the  said  A.  S. 
Burleson  in  the  operation  of  the  American  Telephone  and 
Telegraph  Company  is,  therefore,  subject  in  the  particulars 
mentioned  to  the  laws  of  Now  Jersey  as  they  affect  an 
individual  operating  a  telephone  plant  or  equipment  for 
public  use;  that  the  system  of  the  American  Telephone  and 
Telegraph  Company  extends  through  and  connects  many 
municipalities  in  the  State  of  New  Jersey;  that  the  system 
of  the  said  company  is  used  for  conversation  by  telephone 
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between  said  municipalities,  for  which  use,  charges,  com- 
monly termed  toll  charges,  are  made;  that  certain  classifi- 
cations have  been  made  and  charges  fixed  by  order  of  the 
Postmaster  General  which  on  and  after  January  21,  1919, 
will  result  in  a  change  or  alteration  of  existing  classifica- 
tions and  increases  in  rates,  tolls  and  charges  for  use  of 
the  facilities  of  the  American  Telephone  and  Telegraph 
Company;  and  it  further  appearing  that  the  Act  creating 
a  Board  of  Public  Utility  Commissioners  and  prescribing 
its  powers  and  duties  referred  to  herein  provides  that  when 
any  public  utility  as  defined  by  said  Act  shall ' '  increase  any 
existing  individual  rates,  joint  rates,  tolls,  charges  or  sched- 
ules thereof,  as  well  as  commutation,  mileage  and  other 
special  rates,  or  change  or  alter  any  existing  classification, 
the  Board  shall  have  power  either  upon  written  complaint 
or  upon  its  own  initiative  to  hear  and  determine  whether 
the  said  increase,  change  or  alteration  is  just  and  reason- 
able," and  "shall  have  power  pending  such  hearing  and 
determination  to  order  the  suspension  of  the  said  increase, 
change  or  alteration  until  the  said  Board  shall  have 
approved  said  increase,  change  or  alteration,  not  exceeding 
three  months." 

Now,  therefore,  the  Board  of  Public  Utility  Commis- 
sioners for  the  State  of  Netv  Jersey,  oh  this  twentieth  day 
of  January,  1919,  orders  and  directs.  That  all  changes  and 
alterations  of  existing  classifications  and  increases  in  rates, 
tolls  and  charges  proposed  to  be  made  effective  on  the 
twenty-first  day  of  January,  1919,  insofar  as  the  said 
changes,  increases  and  alterations  apply  to  the  use  of  the 
facilities  of  the  American  Tolephone  and  Telegraph  Com- 
pany for  conversations  between  places  in  the  State  of  New 
Jersey  shall  be  suspended  until  the  twentieth  day  of  April, 
1919,  unless  the  Board  prior  to  said  date  shall  approve  the 
same. 

The  Board  on  its  own  initiative  hereby  calls  a  hearing  to 
determine  whether  the  changes  and  alterations  of  schedules 
and  increases  in  rates,  tolls  and  charges  referred  to  herein 
are  just  and  reasonable,  and  fixes  Thursday,  the  thirtieth 
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day  of  January,  1919,  at  eleven  o'clock  in  tho  forenoon  as 
the  time,  and  its  rooms  No.  790  Broad  Street,  Newark, 
New  Jersey,  as  the  place  of  the  hearing  hereby  called. 

The  Board  hereby  directs  its  secretary  to  mail  copies  of 
this  order  properly  certified  to  A.  S.  Burleson,  Postniapter 
General  of  the  United  States,  Washington,  D.  C,  and  tlip 
American  Telephone  and  Telegraph  Company,  which  copies 
so  mailed  shall  constitute  notice  of  the  hearing  hereliy 
called. 

Dated  January  20, 1919. 
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NEW  YORK. 

Public  Service  Commission  —  Second  District. 

In  re  Rate  Scheditles  Filed  by  Glen  Telephone  Com- 
■   PANY.  .A.  S.  BuELESON,' Postmaster  General. 

Case  No.  6700. 

Decided  December  27,  19JS. 

Increase  In  Bates  Asthorized  Subject  to  Lat«r  Proof  of  Reasonableness 

—  Oompanjr  Ordered  to  Stamp  on  Bills  Bendered  a  PiomiM  to 

Bepa;  Bzcesa  Ctkarges  if  Increase  is  Later 

Held  Unreasonable. 

Opinion  and  Order. 
Glen  Telephone  Company  having  filed  with"  this  Commis- 
sion by  special  permission  rate  schedules  hereinafter 
described,  proposed  to  be  effective  January  1,  1919,  and 
complaints  relating  to  "what  are  knovni  as  the  Gloversville 
and  the  Johnstown  areas  having  been  received  as  to 
increases  in  rates  thereby  proposetl ;  and  it  appearing  that 
the  rates  affecting  the  Olovers\'ille  and  Johnstown  areas 
have  been  the  subject  of  adjudication  by  this  Commission 
by  orders  of  this  Commission  of  December  30,  1915,  and 
March  1, 1916,  in  Cases  Nos.  4176"  and  4184+;  and  a  hearing 
on  said  objections  having  been  held  by  this  Commission  in 
the  city  of  Albany  on  December  27,  1918,  at  which  those 
named  above  appeared;  and  it  appearing  that  under  the 
specific  wording  of  Section  97  of  the  Public  Service  Com- 
missions Law  this  Commission  may  consent  that  the 
increases  in  rates  proposed  may  be  made ;  and  counsel  for 
the  company  stating  at  the  hearing  that  if  the  rates  pro- 
posed are  found,  after  investigation,  to  be  unreasonable 
the  company  will  refund  the  difference  to  subscribers  and 


'  See  CommiBsion  Leaflet  Xo.  51,  p.  912. 
t  See  Commission  Leaflet  No.  52,  p.  1151. 
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will  also  assume  the  burden  of  proof  as  to  the  reasonable- 
ness of  said  rates  in  any  proceeding  thereon;  now,  after 
hearing  counsel,  and  after  due  consideration  had,  and  the 
Commission  finding  that  it  should  properly  allow  to  take 
effect  January  1  the  increases  proposed,  under  the  condi- 
tions hereinafter  named,  without,  however,  determining  at 
this  time  that  said  rates  are  just  and  reasonable, 

It  is  ordered,  That  Glen  Telephone  Company  may,  under 
the  notice  already  given,  put  in  effect  in  its  Gloversville 
and  Jbhnstown  areas  January  1,  1919,  the  rates,  rentals, 
charges,  rules,  privileges  and  facilities  shown  by  its  local 
general  tariffs  designated  as:  Fifth  Revision  of  P.  S.  C. 
—  N.  Y.— No.  8,  and  Fourth  Revision  of  P.  S.  C— N.  Y.— 
No.  9,  applying  to  Gloversville  and  Johnstown  central  office 
districts  respectively,  and  which  are  now  filed  with  this 
Commission,  on  the  following  conditions; 

That  said  rates,  rentals,- charges,  rules,  priWleges  and 
facilities  shall  be  the  subject  of  investigation  and  deter- 
mination by  this  Commission,  either  in  pending  cases 
Nos.  6689,  6690  and  6691,  or  other  proceeding,  and  that  in 
such  proceeding  or  proceedings  the  burden  of  showing  said 
rates,  rentals,  charges,  rules,  privileges  and  facilities  to 
be  reasonable  and  otherwise  in  accord  with  law  shall  be 
upon  Glen  Telephone  Company ;  and  that  until  said  inves- 
tigation shall  be  completed  and  determination  made  by 
order  of  this  Commission  said  Glen  Telephone  Company 
shall  furnisli  bills  to  its  subscribers  for  the  service  in  the 
Gloversville  and  Johnstown  areas  upon  all  of  which  bills, 
beginning  with  those  rendered  for  January,  1919,  shall  be 
printed,  stamped  or  otherwise  permanently  indicated  the 
promise  of  Glen  Telephone  Company  to  refund  to  the  sub- 
scriber paying  such  bill  the  amount  paid  in  excess  of  the 
rate  or  rates  hereafter  determined  by  this  Commission,  by 
order,  to  be  reasonable. 

December  27,  1918. 
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In  re  Service  Furkished  by  The  Western  Union  Tele- 
graph Company. 

Case  No.  6678. 

Decided  Jtinuary   14,   1919. 
BegoUtiotu  M  to  'Delivery  of  Telegrams  Prescribed. 

This  Coniinission  having  issued  its  order  to  The  Western 
Union  Telegraph  Company  directing  that  company  to  show 
caase  at  a  time  and  place  therein  named  why  it  should  not 
furnish  and  provide  with  respect  to  its  business  within 
the  State  of  New  York  such  instrumentalities  and  facilities 
as  shall  be  adequate  and  in  all  respects  just  and  reasonable 
and  in  particular  why  it  should  not  deliver  telegrams  to 
persons  to  whom  the  same  may  be  sent  at  the  place  of  busi- 
ness or  address  of  said  persons  and  why  it  should  refuse 
to  deliver  such  telegrams  or  a  copy  thereof  except  at  an 
office  of  said  company,  and 

Hearings  upon  said  order  to  show  cause  having  been  held 
by  the  Commission  at  its  office  in  the  city  of  Albany,  N.  Y., 
on  the  eighteenth  day  of  December,  1918,  and  the  second 
day  of  January,  1919,  at  which  time  F.  J.  Cross,  Esq., 
appeared  for  the  Chamber  of  Commerce  of  Rochester, 
N.  Y. ;  Edwin  T.  Coffin,  Esq.,  appeared  for  the  Albany 
Cliamber  of  Commerce;  John  A.  Perkins,  Esq.,  appeared 
for  the  Cohoes  Board  of  Trade;  Henry  S,  Kahn,  Esq., 
appeared  for  the  city  of  Cohoes;  and  J.  G.  Duffy,  Esq., 
appeared  for  the  Utica  Chamber  of  Commerce,  and  R.  II. 
Overbaugh,  Esq.,  appeared  for  The  Western  Union  Tele- 
graph Company,  and 

It  appearing  to  the  Commission  from  the  evidence  that 
said  company  within  the  State  of  New  York  does  not  fur- 
nish and  provide  with  respect  to  its  business  such  instru- 
mentalities and  facilities  as  shall  be  adequate  in  all  respects 
just  and  reasonable  and  does  not  in  many  instances  deliver 
telegrams  to  persons  to  whom  the  same  may  be  sent  at  the 
place  of  business  or  address  of  said  persons  and  refuses  to 
deliver  said  telegrams  or  a  copy  thereof  except  at  an  office 
of  said  company, 
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Ordered,  That  The  Western  Union  Telegraph  Company 
be,  and  it  is  hereb;%  directed  to  continue  to  deliver  all 
messages  addressed  to  any  person  or  corporation  within 
the  State  of  New  York  whose  place  of  business  or  residence 
is  situated  within  one-half  mile  of  an  office  of  the  company 
without  charge  as  said  company  has  been  hitherto  accus- 
tomed to  do. 

Further  ordered,  That  The  Western  Union  Telegraph 
Company  shall  at  all  of  its  offices  in  the  State  of  New  York 
immediately  transmit  by  telephone  to  the  person  or  cor- 
poration to  whom  a  message  shall  be  addressed  or  to 
an  accredited  representative  of  said  addressee,  when  said 
addressee  or  representative  thereof  can  be  readied  by  tele- 
phone, every  message  other  than  those  above  noted  received 
at  such  office  between  the  hours  of  8  a.  m.  and  6  p.  m.,  and 
shall  in  addition  thereto  send  the  original  of  said  telegram  ■ 
to  the  person  to  whom  the  same  is  addressed  by  messenger 
or  by  mail  at  an  additional  charge  of  three  cents  when 
requested  so  to  do  by  the  person  who  receives  said  message 
by  telephone.  "WTien,  however,  the  person  to  whom  the 
telegram  is  addressed  shall  request  that  any  message  shall 
not  be  sent  by  telephone  but  by  messenger,  such  message 
shall  be  delivered  by  messenger.  In  case  any  person  to 
whom  a  message  is  addressed  is  received  by  the  company 
between  the  hours  of  8  a.  m.  and  6  p.  m.  and  such  person 
cannot  be  reached  by  telephone  then  said  telegram  must  be 
delivered  by  messenger.  Said  telegram  may  be  held  at  the 
office  of  the  company  if  the  company  is  requested  so  to  do 
by  the  person  who  receives  the  message  by  telephone  and 
it  shall  then  be  only  delivered  when  called  for  by  the 
addressee  or  his  representative  within  twenty-four  hours 
after  its  receipt  at  the  office. 


DigilizcdbyGOOglc 


In  re  New  York  Telephone  Co.  1063 

.  L.  87] 

In  re  Tolx.  Rates  of  the  New  York  Telephone  Company 
UNDER  Order  No.  2495  of  the  Postmaster  General. 

DcUed  January  21,  1919. 

Commiwioa's  Ooniuel  Directftd  to  Commence  Action  to  Stop  or  Frevetit 
Telephone  Oompany  from  Violating  the  Public  Service  Oom- 
miflsions  Law  hy  Fntting  Into  Effect  Toll  Rates  Pre- 
scribed  b7  Order  No.  2i96  of  the 
Postmaster  OeneraL 
On  January  21,  1918,  the  Public  Service  Conuniasion  of  New  York, 
Second  District,  directed  its  counsel,  under  Section  103  of  the  Public 
Service  CommissionB  Law,  to  commence  an  action  or  proceeding  in  the 
Supreme  Court  to  atop  or  prevent,  either  by  mandnmns  or  injunction,  the 
New  York  Telephone  Company  from  violating  the  law  by  putting  into 
effect,  under  the  direction  of  the  Postmaster  General  as  set  forth  in  Order 
No.  2495,  a  new  tariff  substantially  increasing  toll  rat«5  of  which  rates  no 
schedule  had  been  filed  with  the  Commission.    The  statement  of  the  Com- 
missiou  follows. 

Statement. 

The  Commission  delayed  taking  action  until  today, 
because  it  was  thought  its  position  would  be  stronger  by 
delay  until  the  Postmaster  General  had  put  the  new  rates 
into  effect.  The  Commission's  analysis  of  the  proposed 
rates  show  that  they  were  promulgated  by  the  Postmaster 
General  with  the  statement  that  they  brought  about  a 
decrease  in  rates,  and  the  analysis  of  these  rates  agrees 
with  those  made  by  the  Commissions  in  Illinois,  Ohio, 
Nebraska,  New  Jersey,  Indiana,  Missouri  and  other  states, 
showing  that  the  increase  in  rates  varies  from  20  to  100 
per  cent,  in  the  different  states. 

The  general  effect  of  the  order  of  the  Postmaster  Gen- 
eral eflfective  today  is  to  increase  telephone  charges  for 
certain  service  covering  the  bulk  of  traffic,  and  adding  for 
certain  services  which  were  heretofore  free. 

Main  features  of  the  old  and  new  rates  in  comparison 
show: 

Station  to  Station  Messages.  This  is  the  basic  rate  which 
we  have  heretofore  called  the  two-number  rate.  This  means 
that  you  are  supposed  to  call  by  number,  but  a  charge  is 
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made  if  yoii  talk  with  anyone,  whether  the  person  wanted 
or  not. 

Person  to  Person  Calls.  This  is  what  we  have  called  par- 
ticular person  calls,  which  means  that  you  talk  with  the 
particular  person  called  for  and  no  one  else.  The  minimum 
rate  now  proposed  for  this  service  is  20  cents  for  an  IS- 
mile  haul,  and  if  your  party  is  not  found  you  are  charged  a 
minimum  of  10  cents  up  to  a  maximum  of  $2.00. 

Proposed  Appointment  and  Messenger  Rate  Calls.  This 
begins  at  25  cents  for  an  18-mile  liaul  and  increases  accord- 
ing to  distance.  The  charge  is  made  in  addition  to  tlie 
actual  messenger  boy  charge.  Under  the  old  rate  there 
was  no  extra  charge-  for  appointments,  and  a  uniform 
charge  of  15  cents  was  made  for  messenger  service. 

Niglit  Rates.  The  new  night  rates  are  for  station  to 
station  calls  only,  and  if  a  particular  person  is  wanted  the 
full  day  rate  for  person  to  person  calls  is  charged. 

To  take  a  particular  instance,  and  assuming  that  dis- 
tances will  be  computed  between  the  same  starting  points, 
the  foUow^ing  shows  a  comparison  of  old  and  new  toll  rate.« 
between  Albany  and  New  York  City  : 

Old  Bate       New  Rate 

Station  to  station Not  qnoted  $.90 

Person  to  person $.90  1  10 

Appointment    90  1  35 

Report  charge    No  charge  20 

Night,'  8.30  to  midnight Not  quoted  45 

Night,^  midnight  to  4.30  a.  m Not  quoted  25 


•Applies  to  station  to  station  calls  only.  If  a  particular  person  is 
called  the  full  day  rate  for  person  to  person  is  charged. 

The  public  generally  has  become  accustomed  to  two  kinds 
of  toll  service,  viz.,  the  two-number  for  short  haul,  and  the 
particular  person  for  long  haul.  In  the  short  haul  we  have  a 
rate  of  5  cents  for  the  first  8  miles  and  5  cents  for  each  addi- 
tional 8  miles.    This- two-number  short  haul  service  has 
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jrenerally  been  applied  only  to  the  5-,  10-  and  15-cent  rates, 
that  ia,  points  where  the  traffic  is  hea\'j-,  especially  between 
the  larger  towns  within  sliort  distances,  wliere  the  service 
is  speeded  up  by  using  tlie  call  by  number  only,  and  if  in  any 
instance  the  party  really  wanted  is  not  found,  the  loss  is 
only  5, 10  or  15  cents,  and  in  most  cases  some  one  is  found 
to  do  business  with. 

In  the  case  of  long  haul,  where  the  charge  is  greater,  run- 
ning from  25  cents  to  several  dollars,  people  want  to  make 
sure  that  they  are  going  to  talk  with  the  party  they  want; 
80  it  has  beeonie  the  practice  to  make  all  this  longer  haul 
traffic  on  the  particular  person  basis,  and  if  the  party  is 
not  found  no  charge  is  made.  , 

In  the  new  order  of  things  the  Postmaster  General  puts 
in  a  two-number  rate  extending  to  all  distances.  This  is 
■  exactly  the  same  as  the  old  particular  person  rate,  except 
for  the  first  four  steps,  where  5  cents  is  charged  for  the 
first  6  nules,  10  cents  for  the  second  6  miles,  15  cents  for  the 
third  6  miles,  20  cents  for  the  fourth  6  miles,  and  then  fol- 
lows the  old  step  of  5  cents  for  eacli  8  miles  additional. 
This  has  the  effect  of  making  a  slightly  higher  rate  for  a 
less  satisfactory  service  in  the  short  haul. 

A  considerably  increased  rate  is  charged  for  all  of  the 
long  haul  business  under  the  particular  person  basis,  and 
on  top  of  this  a  charge  is  made  for  using  the  wires  even 
though  the  party  called  for  is  not  found  and  no  conversation 
is  held.  This  report  charge  was  tried  out  many  years  ago, 
and  abandoned  by  the  corporations  because  it  caused  so 
much  irritation.  People  do  not  like  to  pay  something  for 
what  they  consider  nothing. 

Under  the  old  rates  appointment  might  be  made,  without 
extra  charge,  for  two  parties  to  talk  together  at  a  certain 
time.  Under  the  new  scheme  an  extra  charge  is  made  for 
this  kind  of  service,  which  is  considerably  above  the  new 
particular  person  rate.  This  extra  charge  is  also  applied 
where  it  is  necessary  to  call  a  non-subscriber  by  messenger, 
plus  the  actual  messenger  fees.  The  old  rates  made  no 
extra  charge  for  calling  non-subscribers  to  the  telephone, 
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but  made  a  uniform  charge  of  15  cents  for  the  messenger 
service. 

The  night  rates  give  a  50  per  cent,  cut  between  8  ;30  p.  m. 
and  midnight,  and  a  75  per  cent,  cut  between  midnight  and 
4 :30  A.  M,  A  good  deal  has  been  made  of  this  in  the  news- 
paper reports,  but  the  public  will  be  disappointed  when 
they  find  that  they  must  use  the  two-number  basis  to  get  the 
benefit  of  this  reduction,  and  if  they  wish  a  particular  per- 
son they  must  pay  full  day  rates.  We  cannot  expect  that 
the  night  rates  will  be  used  for  business  purposes,  and  only 
to  a  limited  extent  for  social  purposes.  Night  rates  at  half 
the  day  rate  were  tried  out  by  the  corporations  many  years 
ago  and  abandoned  as  unprofitable. 

January  21,  1919. 
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NORTH  CAROLINA. 

Corporation  Oommusion. 

In  re  Application  op  Southeen  Beij-  Telephone  aNd 
Telegbaph  Company  to  Make  Installation  Charges 
Prescribed  by  the  Postmaster  General  by  Order  No. 
1931. 

Dattd  September  11,  1918. 

No  Action  by  Oommlaslon  Heceuary  In  Oonneetion  with  InitalUtion 

Oharges  Prsscribed  by  Order  No.  1931  of  Postmwter  a«nem 

other  thun  to  Enter  Same  in  Oonunission  Files. 

RuUNQ. 

I  am  directed  by  the  Commission  to  acknowledge  receipt 
of  your  letter  pf  the  ninth  with  respect  to  Order  No.  1931 
of  the  Postmaster  General  of  the  United  States  providing 
that  from  and  after  September  1,  1918,  a  scale  of  charges 
for  installation  of  telephones  as  set  out  therein  is  to  be 
made,  and  to  say  that  your  letter  has  been  filed. 

The  Commission  understand  that  the  Postmaster  Gen- 
eral of  the  United  States  has  assumed  complete  authority 
in  the  matter  of  regulation  of  rates  and  charges  with  respect 
to  telephone  service,  and  it  is  not  the  purpose  of  the  Cor- 
poration Commission  to  raise  any  issue  with  the  Post- 
master General  with  respect  to  such  authority,  and  the 
Commission,  therefore,  sees  no  reason  why  any  action 
should  be  taken  by  it  with  respect  to  the  proposed  charges 
further  than  to  enter  same  in  its  files. 

September  11,  1918.' 


■  Letter  of  J.  S,  Griffen,  clerk.  North  Carolina  Corporation  Comniia- 
eion,  to  Southern  Bell  Telephone  and  Tel^raph  Company,  September  11, 
1918. 
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OHIO. 
The  Public  Utilities  Conmusaion. 

In  re  Aerial  Crossikg  of  The  New  Ottawa  County  Tec-k- 
PHONE  Company  at  Martin. 

Administrative  Order  No.  37. 

Dated  January  10,  1919. 

Telsphona  Companr  Ordered  to  EUminato  AerUl  Orosaing  over  Bftilnud 
Tracks. 

Administrative  Order. 

The  Commission  having  under  consideration  the  safety 
and  security  of  the  public,  as  the  same  are  affected  by  the 
maintenance  of  an  overhead  crossing  of  the  tracks  of  The 
New  York  Central  Railroad  Company  by  the  wires  of  The 
New  Ottawa  County  Telephone  Company,  on  the  public 
highway  at  Martin,  Ohio,  and  it  appearing  from  a  personal 
inspection  of  the  construction,  by  an  inspector  of  this  Com- 
mipsion,  that  the  safety  of  the  public  requires  the  removal 
of  said  aerial  construction, 

/(  is  ordered,  That  said  The  New  Ottawa  County  Tele- 
phone Company  be,  and  hereby  it  is,  notified,  directed  and 
required,  within  thirty  days  from  the  date  of  this  order,  to 
remove  the  aerial  crossing  of  the  tracks  of  The  New  York 
Central  Railroad  Company  by  its  wires  on  the  public  high- 
way at  Martin,  Ohio,  and  if  said  lines  are  to  be  continued 
beyond  said  tracks,  to  pass  the  same  by  means  of  a  proper 
underground  crossing. 

/(  i,s-  further  ordered,  That  said  The  New  Ottawa  County 
Teleplione  Company  report  to  this  Commission  its  compli- 
ance with  the  provisions  of  this  order. 

January  10,  1919. 
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1)1  re  Joint  Petition  of  The  Licking  Telephone  Company 

FOR  AlTTHORITY  TO  ISSUE   SxOCK,   EtC. 

No.  1564. 

Decided  Jaitmry  13,  1919. 

lasm  Of  Stock  for  Acanisltion  of  Property  of  OUior  TcJephoiM  Oom- 
p&ni«,  and  for  Discharge  of  ladeMedneafl  Incnired  for  Com- 
pany's Organization,  AnthoriEod  —  Selling  Oomp&nlea 
Antborized  to  Accept  Stock  and  Hold  Same 
nsttl  DiBtrlbnted  among  StockLoldera. 

Order. 
This  day,  after  full  hearing,  due  notice  of  the  time  and 
place  of  -which  was  given  to  all  parties  in  interest,  this 
matter  came  on  for  final  consideration  upon  the  application 
of  The  Licking  Telephone  Company  (a  corporation  organ- 
ized and  existing  under  the  laws  of  Ohio)  asking  the  eon- 
sent  and  authority  of  this  Commission  to  issue  common 
capital  stock  of  the  total  par  value  of  $217,150;  $212,150, 
par  value  thereof,  to  be  delivered,  $33,900  to  The  Sunbury 
and  Galena  Telephone  Company,  $53,750  to  The  Johnstown 
and  Croton  Telephone  Company,  $40,000  to  The  Utiea  and 
Homer  Telephone  Company  and  $84,500  to  The  Pataskala 
and  Hebron  Telephone  Company,  in  full  pajmient  of  the 
considerations  for  their  respective  properties,  the  purchase 
thereof,  by  said  The  Licking  Telephone  Company,  having 
lieen  duly  consented  to  and  authorized  by  the  order  this 
day  made  and  entered  in  proceeding  No.  1563,  and  the  pro- 
ceeds arising  from  the  sale  of  $5,000,  par  value  of  said 
stock,  to  be  used  to  defray  the  expenses  and  costs  incident 
to  the  organization  of  said  The  Licking  Telephone  Com- 
pany, and  the  application,  thereto  joined,  of  said  The  Sun- 
bury  and  Galena  Telephone  Company,  said  The  Johnstown 
and  Croton  Telephone  Company,  said  The  Utica  and  Homer 
Telephone  Company  and  said  The  Pataskala  and  Hebron 
Telephone  Company  to,  respectively,  accept  and,  for  the 
present,  hold  said  capital  stock  of  The  Licking  Telephone 
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Company,  and  hereafter  to  distribute  the  same,  pro  rata, 
among  their  respective  stockholders. 

The  Commission,  being  fully  advised  in  the  premises, 
finds  from  the  pleadings  herein  and  from  the  record  made 
upon  the  hearing  thereupon : 

1.  That  the  property  and  assets  of  said  The  Sunburj-  and  Galena  Tele- 
phone Company  are,  for  the  purposes  of  this  proceeding,  worth  the  snm 
of  $33,900,  those  of  The  Johnutown  and  Croton  Telephone  Company, 
$53,750,  those  of  The  Utica  and  Homer  Telephone  Company.  $40,000, 
and  those  of  The  Pataskala  and  Hebron  Telephone  Gompnny,  f84.500. 

2.  That  The  Licking  Telephone  Company  has  contracted  indebtedness 
incident  to  its  organiEation  in  the  sum  of  $5,000. 

3.  That  the  issne  of  all  of  said  capital  stock  is  reasonably  required,  and 
the  money  to  be  procured  by  the  sale  of  $5,000,  par  value,  thereof  is  neces- 
sary for  the  acquisition  of  property,  to  be  actually  nsed  and  osefnl  for 
the  convenience  of  the  public  in  the  prosecution  of  appl  cant's  corporate 
purposes  and  the  payment  end  discharge  of  its  lawful  indebtedness. 

4.  That  the  service  furnished  the  public  will  be  improved  by  the 
acquisition  of  said  capital  stock  of  The  Licking  Telephone  Company  by 
its  said  co-applicants,  and  the  public  thereby  will  be  furnished  adequate 
service  for  a  reasonable  and  just  i-ate,  rental,  toll  or  ehat^e  therefor, 

and  is  satisfied  that  its  consent  and  authority  for  the  issue 
of  said  capita]  stock  by  said  The  Licking  Telephone  Com- 
pany, and  the  acquisition  and  holding  of  $212,150,  par 
value,  thereof  by  said  other  applicants,  should  be  granted. 

It  is,  therefore,  ordered,  That  said  The  Licking  Tele- 
phone Company  be,  and  hereby  it  is,  authorized  to  issue  its 
common  capital  stock  of  the  total  par  value  of  $217,150,  and 
that  $5,000,  par  value,  thereof  be  sold  for  the  highest  price 
obtainable,  but  for  not  less  than  the  par  value  thereof. 

It  is  further  ordered,  That  $212,150,  par  value,  of  said 
capital  stock  be  used,  and  the  proceeds  arising  from  the  sale 
of  $5,000,  par  value,  thereof  expended  for  the  following 
purposes  and  no  others,  to-wit : 

(a)  $33,900,  par  value,  of  said  capital  stock  to  be  issued  as  fully  paid 
and  at  par,  to  The  Snnbury  and  Qalena  Telephone  Company;   ■ 

$53,750,  par  value,  of  said  capital  stock  to  be  issued  as  fully  paid  and  at 
par,  to  The  Johnstown  and  Croton  Telephone  Company; 

$40,000,  par  value,  of  said  capital  stock  to  be  issued  as  fully  paid  and 
at  par,  to  The  Utica  and  Homer  Telephone  Company,  and 
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$84^00,  par  value,  of  said  capital  stock  to  be  issued  as  fuily  paid  and  at 
par,  to  The  Pataskala  and  Hebron  Telephone  Company, 
in  fnll  and  final  payment  of  the  considerations  for  their  respective  prop- 
erties and  assets,  the  purchase  of  which,  by  said  The  Licking  Telephone 
Company,  was  duly  consented  to  and  authorized  by  order  this  day  made 
and  entered  in  proceeding  No.  1563. 

(h)  The  proceeds  arising  from  the  sale  of  $5,000,  par  value,  of  said 
cap'tal  stock  to  be  nsed  to  pay  and  discharge  applicant's  indebtedness, 
incurred  and  to  be  incurred,  for  and  on  account  of  its  organ iisati on. 

/(  is  further  ordered,  That  said  The  Licking  Telephone 
Company  make  verified  report  to  this  Commission  of  the 
issue  and  disposition  of  its  said  capital  stock,  and  the 
expenditure  of  the  proceeds  of  the  portion  thereof  to  be 
sold,  pursuant  to  the  terms  and  conditions  of  this  order. 

It  is  further  ordered,  That  the  findings  hereinbefore  set 
forth  as  to  value,  rates,  and  service  shall  not  be  binding 
upon  the  Commission  in  any  future  proceeding  involving 
such  matters. 

It  is  further  ordered.  That  said  The  Sunbnry  and  Galena 
Telephone  Company,  said  The  Johnstown  and  Croton  Tele- 
phone Company,  said  The  Utica  and  Homer  Telephone 
Company  and  said  The  Pataskala  and  Hebron  Telephone 
Company  be,  and  hereby  each  of  said  companies  is,  author- 
ized to  accept  and  held  until  such  time  as  it  may  distribute 
the  same  among  its  stockholders,  the  aforesaid  capital  stock 
of  The  Licking  Telephone  Company,  of  the  respective  par 
values  prescribed  in  the  third  preceding  section  of  this 
order. 

January  13,  1919. 
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In  re  Application  of  Eeceiversj  Central  Union  Tele- 
phone Company,  et  af.,  for  the  Approval  of  Rates 
Made  in  Pursuance  of  the  Order  of  the  Postmaster 
General,  No.  2495,  Putting  into  Effect  Certaix 
Classifications  of  Tou.  Service  axd  Certain  Toll 
Rates,  Efi-ective  January  21,  1919. 

Administrative  Order  No.  38.* 

Decided  January  16,  1919. 

Anthority  to  File  Toll  Rates  and  Toll  Service  Olassiflcations  Anthoriied 

b;  Postmaster  Oeneral,  Denied. 

Administrative  Order. 

The  Commission  having  under  consideiation  the  sched- 
ules of  rates,  tolls,  charges  and  classification,  proffered  for 
filing  by  the  following  telephone  companies  and  identified 
as  indicated:  The  Chesapeake  and  Potomac  Telephone 
Company  of  West  Virginia,  Order  No.  2495 ;  Central  Union 
Telephone  Company,  Supplement  No.  30  to  P.  U.  C.  0.  No. 
1,  Sheets  1,  2,  3,  4,  5,  6,  7  and  8;  The  Ohio  State  Telephone 
Company,  P.  U.  C.  0.  Supplement  No.  3,  Sheets  1,  2,  3,  4,  5, 
6,  7  and  8;  The  Cincinnati  and  Suburban  Bell  Telephone 
Company,  P.  U.  C.  0.  No.  1,  Section  22,  First  Revised  Sheet 
1,  Original  Sheets  2,  3,  4,  5,  6  and  7; 

which  schedules  carry  new  rates,  tolls,  charges  and  classi- 
fications governing  the  furnishing  of  long  distance  tele- 
phone service;  and,  having  carefully  examined  the  same 
and  compared  them  with  the  schedules  of  said  companies 
now  on  file  and  in  effect  for  the  same  or  a  similar  service, 
the  Commission  finds: 

First,  that  said  proffered  schedules  contain  an  entirely 
new  classification  of  the  service  which  ouglit  not,  in  the 


*  On  Jflnnarj-  25,  1919,  the  Court  of  Common  Pleas  of  Franklin  County 
pranted  an  injunction  restraining  The  Ohio  State  Telephone  Company 
from  putting  in  effect  for  long  distance  intrastate  service  the  schedule  of 
toll  rates  and  classifications  prescribed  by  Order  No.  2495  of  the  Post- 
master General.  On  February  5,  1919,  the  same  court  granted  similar 
injunctions  against  the  American  Telephone  and  Telegraph  Company  and 
The  Cincinnati  and  Suburban  Bell  Telephone  Company. 


DigilizcdbyGOOglc 


In  re  Central  Union  Telephone  Co.  et  al.       1073 
.  U  87] 

interest  of  the  publie,  to  be  instituted  w-ithout  careful  con- 
sideration, supported  by  evidence  of  the  justness  and  rea- 
sonableness of  the  same. 

Second,   that   said   schedules  do   not  comply   with   the 
requirements  of  the  statute,  in  that  they  do  not 
"  plainly  state  the  ehBtigea  proposed  to  be  made  in  the  schedule  then 
(now)  in  force." 

Third,  that  the  rates,  tolls  and  cliarges  carried  in  said 
proffered  sehedules  are  so  greatly  in  excess  of  the  rates, 
tolls  and  charges  which  are  now  being  charged  and  col- 
lected for  a  similar  service,  as  to  he  injurious  to  the  busi- 
ness or  interest  of  the  public  and  ought  not  to  be  estab- 
lished and  imposed  without  a  satisfactorj-  showing  that  said 
enormous  increases  are  necessary  and  proper. 

Fourth,  that  the  rates,  toils,  charges  and  classification 
carried  in  said  proffered  schedules  do  not  appear  to  be 
based  upon  any  investigation,  figures  or  data  showing  that 
such  increases  are  necessary  to  yield  a  proper  return  upon 
the  investment  of  said  companies  in  their  properties  used 
and  usefiU  in  serving  the  public  in  the  State  of  Ohio,  but  to 
be  arbitrary  and  imposed  for  the  purpose  of  creating  a  uni- 
form standard  of  rates  and  charges  throughout  the  United 
States  without  giving  proper  consideration  to  density  of 
business  and  the  varying  conditions  and  circumstances 
peculiar  to  each  locality,  rather  than  for  the  purpose  of 
yielding  a  just  and  reasonable  return  upon  the  investment. 

Fifth,  that  the  present  toll  rates  of  said  The  Ohio  State 
Telephone  Company  and  various  other  toll  rates  within  the 
State,  which  are  sought  to  be  raised  and  superseded  by 
rates  carried  in  the  proffered  schedules,  have  been,  hereto- 
fore, fixed  by  orders  of  this  Commission  in  proceedings  then 
pending  and  cannot,  under  the  laws  of  Ohio,  be  advanced 
without  a  modification,  upon  proper  application  therefor, 
of  said  former  orders,  based  upon  a  showing  of  the  inade- 
quacy of  said  former  rates. 

Sixth,  that  the  rates,  tolls  and  charges  incorporated 
within  said  proffered  schedules  appear,  upon  thfir  face, 
not  to  have  originated  with  said  telephone  companies  and 
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(Oh» 
based  upon  data  showing  the  necessity  for  greater  revenue, 
I  but  are  made, 

j  "  Purauant  to  Order  No.  2495  of  the  P.  M.  G.  of  the  U.  S.     '     •     dated 

December  13,  1918," 

which  order  cannot  lawfully  affect  rates  for  intrastate 
service  within  the  State  of  Ohio. 

Seventh,  that  said  proffered  schedules  do  not  comply 
with  the  provisions  of  the  statutes  of  Ohio  relating  to  the 

,  same,  nor  to  the  rules  and  regulations  of  The  Public  Utili- 

ties Commission .  of  Ohio  governing  the  construction  and 

I  filing  of  schedules. 

I  /(  is,  therefore,  ordered,  That  said  schedules,  so  proffered 

]  by  said  The  Chesapeake  and  Potomac  Telephone  Company, 

the  Receivers  of  Central  Union  Telephone  Company,  The 
Ohio  State  Telephone  Company  and  The  Cincinnati  and 
Suburban  Bell  Telephone  Company,  be,  and  hereby  they 
are,  rejected. 

January  16,  1919.' 


In  re  Joint  Petition  of  The  Galion  Telephone  Compasy 
AND  Receivers,  Central  Union  Telephone  Compast 
FOE  Consent  and  Approval  of  Purchase  and  Sale. 
No.  1008. 

Decided  January  23,  1919. 
Order  u  to  Bates  to  b«  Obarged  Sabseaaent  to  Coiuolldation  Hodifled. 

Order. 
The  Commission  having  heretofore,  to-wit:  on  the  fifth 
day  of  December,  1917,  made  and  entered  its  finding  and 
orderf  herein  consenting  to  and  authorizing  the  purchase 
and  acquisition  by  said  The  Galion  Telephone  Company 
of  the  local  exchange  property  of  the  Central  Union  Tele- 

'  On  January  21,  1919,  the  secretary  of  The  Ohio  Public  Utilities  Com- 
mission, in.  a  letter  to  American  Telephone  and  Telegraph  Company  stated 
that  the  schedules  showing  the  toll  rates  prescribed  by  Order  No.  2495 
were  not  in  proper  form  and  could  not  be  accepted  for  fHinR  by  the 
Commiss'on. 

t  See  Commission  Leaflet  No.  73,  p.  124. 
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phone  Company  and  its  Eeeeivers,  and,  in  so  doing  having 
determined  and  prescribed  the  rates,  charges,  tolls  and 
rentals  to  be  charged  by  said  The  Gallon  Telephone  Com- 
pany upon  the  completion  of  the  unification  of  said  prop- 
erties and  the  provision  of  certain  additions  and  exten- 
sions thereto,  and  said  The  Galion  Telephone  Company 
having,  by  supplemental  application  filed  herein  and  the 
testimony  adduced  upon  the  hearing  thereof,  represented 
and  shown  to  the  satisfaction  of  this  Commission  that  it 
will  have  fully  completed  the  unification  of  said  properties 
by  the  first  day  of  February,  1919,  and  will,  thereafter, 
vigorously  prosecute  the  provision  of  said  additions,  exten- 
sions and  improvements,  and  petitioned  this  Commission 
for  such  modification  and  amendment  of  said  order  of 
December  5, 1917,  as  will  permit  said  The  Galion  Telephone 
Company  to  establish,  upon  said  first  day  of  February,  1919, 
said  schedule  of  rates,  charges,  tolls  and  rentals  so  fixed 
and  prescribed,  as  aforesaid,  as  the  maximum  rates  to  be 
maintained  and  imposed  by  said  The  Galion  Telephone 
Company  upon  the  unification  and  improvement  of  said 
properties,  the  Commission,  being  fully  advised  in  the 
premises,  and  having  due  regard  to  the  value  of  all  the 
property  of  said  company  actually  used  and  useful  for  the 
convenience  of  the  public,  is  satisfied  that  the  prayer  of  said 
supplemental  petition  should  foe  granted. 

It  is,  therefore,  ordered,  That  the  order,*  made  and 
entered  herein  as  of  date  December  5,  1917,  be,  and  hereby 
it  is,  modified  and  amended  to  provide  that  said  The  CJalion 
Telephone  Company  be,  and  hereby  it  is,  authorized  to 
establish,  maintain,  impose  and  collect  the  rates,  rentals, 
tolls  and  charges  therein  found  and  determined  to  be  just 
and  reasonable  upon  the  unification  and  improvement  of 
the  property  of  itself  and  the  Central  Union  Telephone 
Company,  and  its  Receivers,  upon  and  after  the  first  day 
of  February,  1919. 

/(  is  further  ordered,  That  said  The  Galion  Telephone 
Company  be,  and  hereby  it  is,  notified,  directed  and  required 
to  conclude  the  negotiations  for  and  enter  into  the  contracts 

*  See  Conunusion  Leaflet  No.  73,  p.  124. 
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for  the  needed  materials  and  supplies  for  said  additions  and 
improvements  as  speedily  as  possible,  to  prosecute  the 
installation  and  construction  of  the  same  with  all  due  dili- 
gence and  complete  said  work  at  the  earliest  possible  date. 
Dated  at  Columbus,  Ohio,  this  twenty-third  day  of 
Jamiar>',  1919, 


Iv  re  Application  of  C.  H.  Watson  et  aL,  for  a  Certificate 
OF  Public  Convenience  and  Necessity. 

No.  1464. 

Decided  January  23,  1919. 

Pablic  ConTenience  and  Necessit?  Held  not  to  Reqairft  Invasioii  of 
Occupied  Territorr. 

Ordek. 

This  day,  after  full  hearing,  due  notice  of  the  time  and 
place  of  which  was  given  to  all  parties  in  interest,  this 
matter  came  on  for  ifinal  consideration  upon  the  application 
of  C.  H.  Watson  et  al.,  asking  that  a  certificate  issue,  by 
this  Commission,  that  the  exercising  of  the  permit,  right, 
license  or  franchise  of  applicants,  under  the  name  of 
Senecaville  Mutual  Telephones,  to  construct  and  operate  a 
telephone  plant  in  and  about  the  village  of  Senecaville, 
Ghiernsey  County,  Ohio,  is  proper  and  necessary  for  the 
public  convenience. 

The  Connnission,  being  fully  advised  in  the  premises, 
finds  that  the  public  within  said  territory  is  now  being  fur- 
nished reasonably  adequate  service  by  The  Pleasant  City 
Telephone  Company,  and  that  the  public  convenience  does 
not  now  require  the  exercising  of  any  such  right,  license, 
permit  or  franchise  by  another  telephone  company  or 
system  within  the  said  territory. 

It  is,  therefore,  ordered,  That  said  application  be,  and 
hereby  it  is,  dismissed. 

Dated  at  Columbus,  Ohio,  this  twenty-third  day  of 
January,  1919. 
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OKLAHOMA. 

Corporation  Commission. 

In  re  Applu^atipn  of  Southwestern  Bell  Telephoke 
Company  foe  Permission  to  In<^rease  Rates  at  Aftos 
AND  Other  Small  Exchanges,  and  for  an  Informal 
Inveptigation  of  Rates  in  Ardmobe  and  Other  Large 
Places. 

Cause  No.  3627. 

Decided  January  4,  1919. 

Increase  in  Bat«s  Denied  in  View  of  Poor  Service  and  Federal  Oontrol  — 
Officers  of. Company  Considered  Able  and  Faithfol  —  Interest 
*     of  Owners  FrfiBamed  Safe^arded  by  Ooyenunent  — 
Presumed  that  Postmaster  Qeneri^  wonld  Pro- 
vide Bates  to  Take  Care  of  Opera- 
tions as   a  Whole. 

Journal  Entry. 

The  Southwestern  Bell  Teli^phoiie  Company,  doing  a 
coiiipreliensive  teleplione  busineKS  iu  the  State  of  Oklahoma, 
operating  exchanges  in  cities  and  towns  throughout  the 
State  of  Oltlahoina,  and  likewise  operating  long  distance 
line.«  which  extend  to  every  part  of  tlie  State  of  Oklalioma, 
filed  herein  its  application  for  permission  to  increase  rates 
at  Afton  and  certain  other  of  the  smaller  cities  and  towns 
of  the  State,  and  later  on  filed  its  application  herein  for  an 
infonnal  investigation  of  the  exchange  rates  in  the  city  of 
Anlmore,  and  several  other  of  the  larger  cities  and  towns 
of  the  State. 

The  Commission  observes  that  by  virtue  of  Congressional 
action  the  Postmaster  General  of  the  United  States  has 
a.'*sumed  control  of  the  telephone  systems  of  the  country, 
including  those  operating  in  Oklahoma,  and  has  promul- 
gated certain  regulations  and  established  charges,  in  some 
instances,  for  service  in  the  State  of  Oklahoma. 
1077 
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The  Commission  is  of  the  opinion  that  the  officers  and 
managers  of  the  Southwestern  Bell  Telephone  Company, 
heretofore  carrying  on  its  business  within  this  State  prior 
to  and  since  the  business  of  the  company  was  taken  over  by 
the  government,  have  been  able,  competent  and  faithful, 
but  shortage  of  help,  and  inexperience  of  a  large  per  cent, 
of  the  help  actually  available,  has  materially  reduced  the 
standard  of  service,  causing  much  dissatisfaction  among 
the  patrons  of  the  company.  This  has  been  greatly  aggra- 
vated by  charges  arbitrarily  fixed  by  the  Postmaster  Gen- 
eral, which  were  entirely  out  of  proportion  to  the  service 
rendered. 

A  new  schedule  of  rates  and  a  new  line  of  experiments 
have  been  promulgated  by  the  Postmaster  General  to  take 
effect  January  21.  The  result  of  these  new  rates  and  new 
rules  cannot  yet  be  determined.  Some  of  the  service  now 
being  rendered  in  this  State  is  not  worth  the  charge  being 
collected  therefor.  In  instances  the  rates  in  effect  are 
doubtless  not  sufficient  to  pay  the  cost  of  efficient  service 
and  provide  a  reasonable  return  upon  the  investment.  So 
long  as  the  government  ■exercises  control  of  these  proper- 
ties it  is  presumed  that  the  interest  of  the  owners  will  be 
properly  safeguarded  and  suitable  returns  upon  their 
investment  provided. 

The  validity  of  the  federal  law  involved,  and  the  scope 
of  authority  to  be  exercised  thereunder,  is  as  yet  unde- 
termined, but  this  Commission  has  refrained  from  any 
action  which  might  be  construed  as  tending  to  embarrass 
the  government  in  its  war  measures. 

Until  such  time  as  the  courts,  or  the  Congress,  shall  defi- 
nitely fix  the  autliority  and  responsibility  for  control  of 
telephone  operation,  we  assume  that  the  Postmaster  Gen- 
eral will  provide  such  rates  as  in  his  judgment  will  properly 
take  care  of  their  operation  as  a  whole.  So  long  as  "  better 
service  and  lower  rates  "  is  the  slogan  around  which  cen- 
ters the  propaganda  served  to  the  public,  it  would  be  very 
embarrassing  to  the  Commission,  and  we  believe  unjust  to 
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the  public,  to  issue  orders  providing  increased  rates  for 
poorer  service. 

The  Commission  finds  that  local  and  long  distance  tele- 
phone service  in  this  State  is  generally  unsatisfactory,  and 
that  charges  should  not  be  raised  until  the  service  is 
improved,  and  for  said  reason  the  applications  involved 
herein  are  hereby  dismissed. 

Done  in  the  regular  order  of  business  at  Oklahoma  City, 
Oklahoma,  on  this  the  fourth  day  of  January,  1919. 


State  ex  rel.  S.  P.  Frebling,  Attorney  Gbnbrai,  v.  South- 
western Bell  Telephone  Company. 

Cause  No.  3641  —  Order  No.  1535. 

Decided  January  20,  1919. 

Toll  Rates,  Toll  Serrlca  Olassiflcations,  and  Report  Oharges  Aathorisfld 

by  Foatmaster  Ocueral  In  Order  No.  24Sd,  Siupended 

Pending  a  Hearing. 

Order. 
Be  it  remembered  that  on  this  twentieth  day  of  January, 
1919,  there  came  on  for  consideration  complaint  of  the  State 
of  Oklahoma  ex  rel.  S.  P.  Freeling,  Attorney  General  of  the 
State  of  Oklahoma  v.  Southivestern  Bell  Telephone  Com- 
pany, alleging  that  said  company  is  proposing  to  charge, 
and  is  now  charging,  rates  for  toll  and  long  distance  busi- 
ness within  the  State  of  Oklahoma  in  excess  of  rates  pre- 
scribed by  the  Corporation  Commission  of  the  State  of 
Oklahoma,  and  in  particular  in  Order  No.  1378*  of  said 
Commission,  and  in  violation  of  Order  No.  101  of  the  Cor- 
poration Commission  of  the  State  of  Oklahoma ;  and  that 
said  company  is  proposing  to  install,  and  is  installing,  prac- 
tices and  charges  which  are  unfair,  unreasonable,  discrim- 
inatory, and  in  violation  of  the  rides  and  regulations  of  the 
Corporation  Commission  of  the  State  of  Oklahoma,  and  in 
particular  in  violation  of  Order  No.  lOlf  of  said  Commis- 


■  See  Commission  Leaflet  No.  76,  p.  771. 
1 2  C.  T.  C.  729. 
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sioii ;  and  is  installing  and  putting  into  effect,  and  has  put 
into  effect,  what  is  known  as  a  "report  charge,"  wliich 
charge  is  discriminatory,  unreasonable,  unwarranted  and 
illegal. 

Complainant  shows  the  Commission  that  the  rates  and 
practices  now  about  to  be  put  into  effect  by  defendant,  the 
Southwestern  Bell  Telephone  Comimny,  are  excessive, 
unreasonable,  discriminatory  and  illegal,  and  if  installed 
and  collected  will  work  an  irreparable  injury  to  the  people 
of  the  State  of  Oklahoma  and  the  patrons  of  the  said  South- 
western Bell  Telephone  Company. 

Wherefore,  premises  considered,  and  the  Commission 
being  advised, 

/(  ifi,  therefore,  ordered,  That  the  defendant,  the  South- 
western Bell  Teh'phonc  Company,  shall  refrain  from  install- 
ing charges  greater  than  and  in  excess  of  or  different  from 
those  rates  and  charges  prescribed  in  said  Order  No.  1378* 
of  the  Corporation  Commission  and  now  in  effect,  and  that 
said  defendant  shall  desist  from  collecting  or  attempting 
to  collect  any  charges  for  toll  or  long  distance  business 
within  the  State  of  Oklahoma  in  excess  of  rates  prescribed 
by  this  Commission  and  in  particular  set  forth  in  said  Order 
No.  1378;*  and  that  said  defendant  shall  refrain  and  desist 
from  installing  or  putting  into  effect  arrangements  or 
practices  for  toll  or  long  distance  business  different  from 
those  now  in  effect,  and  shall,  in  particular,  refrain  from 
installing  and  putting  into  effect  what  is  known  as  a 
"  report  charge." 

It  is  further  ordered,  That  this  matter  shall  be  set  doTiTi 
for  further  hearing  and  trial  at  10:00  o'clock  a.  m.,  Feb- 
ruary 11,  1919,  in  the  hearing  room  of  the  Corporation 
Commission  in  the  State  Capitol,  Oklahoma  City,  Oklahoma. 

Done  at  Oklahoma  City,  Oklahoma,  the  day  and  date  first 
mentioned  herein. 

January  20, 1919.+ 


*  S«;  Commission  Lpaflet  No.  76,  p.  771. 

)  On  Fpbruary  11,  1919,  for  violation  of  the  above  order  by  charging 
tlip  toll  rates  prescribed  by  the  Postmaster  General,  the  Corporatadn  Com- 
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r>.  F.  Gore  r.  Southwestern  Bell  Telephone  Company. 
Caxisp  No.  3649— Citation  No.  830. 

Decided  January  24,  1919. 

TeUphont  OompMty  Ordered  to  Show  Cause  Why  Fine  Shonld  not  be 

AsseBsed  Against  it  for  Violatioii  of  ConunlBaion's  Order  by 

Putting  into  Effect  Toll  Rates  Prescribed  ia  Order 

No.  2495  of  the  Poetmaster  OenenO. 

Citation. 
To  the  Southtcestern  Bell  Telephone  Company: 

You  are  hereby  notified  that  iiiforniation  has  been  filed 
in  tlie  office  of  the  Corporation  Commission  by  D.  F,  Gore, 
Tulf<a,  Oklahoma,  alleging  that  you  have  violated  Commis- 
sion's Orders  No.  101  and  No.  1535  in  that: 

"  On  the  twenty-first  day  ot'  January,  1919,  it  put  into  effect  certain 
rules,  reflations  and  schedules  of  chaises  as  prescribed  and  formulated 
by  Postmaster  General  Burieson.  That  on  said  twenty-first  day  of  Janu- 
ary, 1919,  said  telephone  company  refused  to  take  and  put  through  a 
telephone  call,  which  was  placed  with  said  company  by  this  coniplamaut, 
for  an  individual  at  Oakhurst,  Oklahoma;  that  said  company  refused  to 
furnish -this  coinpiainant  a  report  on  a  telephone  call,  which  this  com- 
plainant had  placed  tvith  said  telephoue  company,  for  an  individual  at 
Muskc^ee,  Oklahoma,  without  chai^ng  for  said  report;  that  said  tele- 
phone company  based  its  refusal  to  put  through  the  call  in  the  first 
instance,  and  to  make  or  give  a  i-eport  on  call  without  charge  for  said 
report,  in  the  second  instance,  upon  the  fact  that  it  had  put  into  effect 
the  said  rules,  regulations  and  charges  above  referred  to." 

Copy  of  information  dnly  verified  by  the  said  D,  F.  Gore 
is  attaclicd  hereto." 

You  are,  therefore,  notified  to  appear  before  the  Cor- 
poration Commission  of  Oklahoma,  in  its  hearing  room  in 

Miis.<ion  imposed  on  the  Sonlhwestem  Bell  Telejihonc  Ciinipany  a  fine  of 
$11,000,  $31)0  i)er  day  from  January  21.  1919,  when  the  rates  were  put 
into  effect  until  February  11,  1919,  when  the  fine  was  inijiosed.  The  order 
provided  that  the  penalty  of  $500  jier  day  should  continue  as  long  as  tlie 
rates  fixed  in  Order  No.  2495  were  continued  in  effect,  hut  that  if  the  com- 
pany went  back  (o  the  old  scliedule  ail  fines  except  for  the  first  day  would 
not  be  enforced.  An  ap)M>al  has  been  taken  to  the  Supreme  Court  of 
Oklahoma. 
•  Omitted. 
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the  State  Capitol,  at  Oklahoma  City,  Oklahoma,  at  10:00 
o'clock  A.  M.  on  the  eleventh  day  of  February,  1919,  and 
show  cause  why  fine  should  not  be  assessed  against  you 
as  is  provided  by  the  constitution  and  laws  of  the  State 
of  Oklahoma. 

In  witness  whereof,  we  have  hereunto  set  our  hands  and 
caused  to  be  affixed  the  seal  of  the  said  Commission  on  this 
the  twenty-fourth  day  of  January,  1919.' 


•  On  February  5,  1919,  citations  were  issued  in  the  following  eases 
alleging  violation  of  the  Commission's  orders  through  the  charging  of  the 
toll  rates  prescribed  in  Order  No.  2495  of  the  Postmaster  General : 
Bleuler  V.  Southwestern  Bell  Telephone  Company.    Citation  No.  832. 
Youngblood  V.  Southwestern  Bel!  Telephone  Company.    Citation  No.  833. 
Gibbons  v.  Southwestern  Bell  Telephone  Company.    Citation  No.  834. 
Lemar  v.  Southwestern  Belt  Telephone  Company.    Citation  No.  835, 
Bell  V.  SouthweHterti  Bel!  Telephone  Company.     CiUtion  No.  838. 
Roberta  v.  Southwestern  Bell  Telephone  Company.    Citation  No.  839. 
Jonert  v.  Southwestern  Bell  Telephone  Company.    Citation  No.  841. 
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Public  Service  OominiSBion. 

In  re  Application  of  the  Tillamook  County  Mutual 
Telephone  Company  for  Authority  to  Increase 
Bates. 

U-F-200  — Order  No.  481. 

Decided  December  26,  1918. 

IncreaM   In  Bates  Aatiiorind  —  Beaerve   for  D«procUtl«i   Ordered 

Established. 

Applicant  sought  authority  to  increase  its  rates. 

The  Commission  found  that  the  fair  present  value  of  applicant's  prop- 
erty, for  rate-making  purposes,  was  $26,000,  that  under  the  present  rates 
the  operating  revenues  would  be  $6,720,  and  that  operating  exiienses  for 
1919  would  be  not  less  than  $7,250,  exclusive  of  capital  charges  and  debt 
obligations,  but  including  a  fair  allowance  for  reserve  for  depreciation, 
maintenance,  taxes,  franchise  requirements  and  uncollectible  revenues. 

Held:  That  as  the  schedule  proposed  by  the  company  did  not  provide 
a  classificat'on  of  service  sufficient  in  extent  to  meet,  without  unfair  dis- 
crimination, the  demand  of  a  business  of  the  character  and  magnitude  of 
that  of  the  applicant,  it  would  not  be  approved  but  instead  the  schedule 
of  rates  found  by  the  Commission  to  be  just,  reasonable  and  not  unjustly 
discriminatory  should  be  authorized; 

That  in  addition  to  current  minor  repairs  not  to  be  classified  as  replace- 
ments, applicant  should  provide  for  the  accumulation  of  a  fund  for 
replacements  due  to  depreciation  now  accruing.  To  this  reserve  for 
depreciation  there  should  be  placed  each  year  the  amount  of  $1,100; 

That  applicant  should  keep  its  accounts  in  such  manner  as  would  readily 
show  for  each  year  the  following  items:  exchange  operating  revenues,  toll 
operating  revenues,  other  operating  revenues,  operating  expenses  and 
repairs,  reserve  for  depreciation  of  plant  and  equipment,  taxes,  uncol- 
lectible operating  revenue,  interest  and  dividends. 

Findings  and  Obdee. 
This  proceeding  is  before  the  Commiasion  upon  the  appli- 
cation of  the  Tillamook  County  Mutual  Telephone  Companj' 
for  authority  to  increase  its  rates,  alleging  in  support  of 
1083 
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its  petition  that  it  docs  not  operate  for  profit,  and  that 
material,  supplies  and  operatinj^  expenses  have  PO  increased 
that  it  can  no  longer  continue  to  serve  the  public  at  the 
present  rates. 

After  due  and  legal  notice  had  been  served,  this  matter 
was  fully  heard  and  submitted  before  the  Commission  at 
Tillamook,  Oregon,  on  August  24,  1918,  with  appearance.*! 
entered  as  follows:  for  Tillamook  County  Mutual  Tele- 
phone Company,  Georye  P.  WUishur,  its  attorney. 

No  appearances  were  entered  by  anyone  representing 
the  patrons  of  the  company,  and  no  testimony  was  offered 
in  opposition  to  the  application. 

The  Tillamook  County  Mxitiial  Teleplione  Company  is  a 
corporation  organized  and  existing  under  and  by  virtue  of 
the  laws  of  the  8tate  of  Oregon.  It  is  engaged  in  the  owner- 
ship, management,  control  and  operation  of  telephone 
exchanges  and  lines  in  Tillamook  County,  Oregon,  for  the 
conveyance  of  telephone  and  telegraph  messages  to  and  for 
the  public,  and  in  such  occupation  is  a  public  utility  subject 
to  the  jurisdiction  of  the  Public  Service  Commission  of 
Oregon,  and  to  the  provisions  of  Chapter  279  of  the  Gen- 
eral Laws  of  Oregon  for  1911,  and  laws  supplementary 
thereto  and  amendatory  thereof. 

The  Tillamook  County  Mutual  Telephone  Company  was 
organized  August  27,  1908,  and  esfabliiihed  its  first  service 
in  December  of  the  same  year.  The  system  now  operated 
consists  of  exchanges  at  Tillamook  and  Beaver,  with  inter- 
connecting circuits  and  lines  for  tlie  service  of  the  two  com- 
munities and  extensive  rural  territory  adjacent  thereto. 
The  operation  of  the  system  is  in  direct  competition  with 
that  of  Tlie  Pacific  Telephone  and  Telegraph  Company. 
From  the  system  of  bookkeeping  used  by  the  applicant  it  is 
impossible  to  determine  the  actual  cost  of  the  property,  or 
an  exact  division  of  tlie  expenditures  between  operating 
and  capital  accounts.  Testimony  introduced  at  the  hearing 
indicates  that  to  reproduce  the  property  in  normal,  new  and 
usable  condition  would  reqnire  the  sum  of  approximately 
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$33,500,  and  that  the  deduction  of  accrued  depreciation  will 
reduce  the  amount  to  $21,500.  It  is  quite  likely  that  the 
actual  original  expenditure  incurred  in  the  construction  o*' 
the  property  was  considerably  less  tlian  the  estimated 
reproduction  cost,  although  the  latter  is  based  upon  normal 
pre-war  conditions.  This  seems  to  have  resulted,  as  is 
usual,  in  the  early  development  of  mutual  or  cooperative 
poinpanies,  to  a  great  extent  from  the  cooperation  of  stock- 
holders and  others  in  furnishing  labor  and  certain  materials 
af  abnormally  low  cost.  This  method  of  construction  is 
not  now  available  normally,  and  results  accomplished  by 
it  are  not  in  themselves  alone  a  fair  indication  of  value. 
A  considerable  share  of  the  property  has  been  eousti-ucted 
from  earnings.  Only  $4,750  of  the  authorized  capital  stock 
of  $5,000  has  been  issued  and  paid  up,  and  the  remaining 
obligations  of  the  company  consist  of  a  $5,000  mortgage 
and  a  $1,750  note.  Cash  was  received  in  consideration  for 
the  transfer  of  Iwtli  stock  and  notes. 

The  applicant  does  not  contend  for  a  fair  return  upon 
the  entire  value  in  its  property,  but  desires  that  its  rev- 
enues be  made  sufficient  to  meet  operating  expenses  and 
fixed  charges  upon  such  indebtedness  as  it  may  now  have. 
The  value  of  the  system  is  therefore  only  for  secondary 
consideration  to  this  investigation,  but  in  accordance  with 
the  provisions  of  Chapter  279  of  the  Laws  of  Oregon  for 
1911,  and  after  due  consideration  of  all  pertinent  factors, 
the  amount  upon  which  the  applicant  might  be  reasonably 
entitled  to  expect  a  return  will  be  placed  at  $26,000. 

Service  is  given  from  6  a.  m.  to  10  p.  m.,  with  provision 
made  for  the  answering  of  emergency  calls  at  night  without 
extra  charge.  The  operation  of  each  exchange  is  accom- 
plished by  working  only  two  operators.  Living  quarters 
for  one  operator  are  supplied  in  each  instance  as  a  part  of 
her  remuneration,  in  order  that  continuous  attendance  may 
be  had  in  case  calls  at  night  are  necessary. 

The  tabulation  herewith  shows  the  company's  patronage 
of  500  subscribers,  classified  a?  it  existed  at  the  date  of  the 
hearing : 
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CLASSIFICATION  OF  SUBSCBIBBRa 


Clat$ 


PaTtia 


T1LI.UIOOK   Ex  CH ANSI 


City,  bi 
City,  biuinesa . .  . . 
City,  buainess . .  . . 
City,  busioeM. . . . 
City,  residenoe .  .  . 
City,  reBidence .  .  . 
City,  remdenee . . . 
City,  Teaidenoe .  .  . 
City,  residence .  .  . 
City,  retidenoe . . . 
Rural,  residence .  . 
Rural,  residence . 
Rur^,  nsidenoe .  . 
Rural,  residence .  . 
Rural,  residence .  . 
Rural,  reaideaoe .  . 
Rural,  residence .  . 
Rural,  residence .  . 
Rural,  resideoce .  . 
Rural,  reeideace.  , 


Reeidenee.'. 
RmideDce. . 
Residence.. 


Bbavbr  Ex  en  ahcib 


1 

18 

3 

3 

17 

5 

24 
6 

9 

16 

2 

13 

4 

20 

2 

18 

1 

10 

3 

21 

e 

16 

2 

18 

2 

10 

10 

4 

33 

39 

9 

28 

7 

15 

S 

1 

2 

2 
2 

3 

3 

5 

5 

e 

12 

8 

8 

11 

U 

12 

12 

13 

26 

11 

The  monthly  revenue  available  from  these  subscribers 
under  the  present  rates,  together  with  a  small  amount 
accruing  from  toll  service,  will  amount  to  approximately 
$5G0.  This  business  if  continued  should  produce  an  annual 
operating  revenue  of  $6,720. 

Examination  of  the  company  records  shows  that  there 
was  expended  in  1917  approximately  $7,050,  which  included 
interest  and  principal  payments  on  company  indebtedness, 
and  also  the  cost  of  minor  extensions  and  additions  to 
capital  accounts.    Analysis  indicates  that  if  adequate  serv- 
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ice  is  maintained,  and  if  all  reasonable  operating  require- 
ments are  fairly  met,  the  operating  expenses  for  1919  may 
be  conservatively  expected  to  be  not  less  than  $7,250,  exclu- 
sive of  capital  charges  and  debt  obligations,  but  including 
a  fair  allowance  for  depreciation,  maintenance,  taxes,  fran- 
chise requirements  and  uncollectible  operating  revenues. 

It  is  contemplated  under  this  estimate  that  the  company 
will,  as  is  necessary,  meet  required  increases  in  operators' 
and  linemen's  wages  and  provide  for  the  better  maintenance 
of  the  system  in  general.  Although  no  definite  classifica- 
tion has  as  yet  been  prescribed  for  the  accounts  of  this 
company,  it  should  provide  for  the  accumulation  of  a  fund 
for  replacements  due  to  depreciation  now  accruing.  It  is 
estimated  that  the  amount  of  $1,100  per  year,  in  addition 
to  current  minor  repairs  not  to  be  classified  as  replace- 
ments, will  be  sufficient  for  this  purpose.  This  amount 
should  be  credited  to  a  reserve  account  each  year  and 
charged  to  operating  expense,  and  such  monies  as  are  avail- 
able therefor  should  be  set  aside  in  a  depreciation  reserve 
fund,  to  be  expended  only  as  provided  by  Chapter  279  of 
the  Laws  of  Oregon  for  1911. 

In  view  of  the  above  circumstances,  and  the  fact  that  the 
present  rates  are  low  in  comparison  to  others  generally 
effective  throughout  the  State  for  service  under  similar 
conditions,  it  is  readily  determined  that  an  increase  should 
be  granted  in  order  that  adequate  service  may  be  given  and 
sufficient  revenue  obtained  to  meet  expenses  and  fixed 
charges. 

The  schedule  proposed  by  the  company  does  not  provide 
a  classification  of  service  sufficient  in  extent  to  meet,  with- 
out unfair  discrimination,  the  demands  of  a  business  of 
this  character  and  magnitude,  and  will  not  be  approved. 
Instead,  the  foUowing  schedule  of  rates  is  found  to  be  just 
and  reasonable,  and  not  unjustly  discriminatory,  for  the 
Tillamook  County  Mutual  Telephone  Company  to  charge 
for  the  service  which  it  gives : 
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Business    Service: 

Per  Mouth 

Individual  line,  unlimited  service $2  50 

Two-party  line,  unlimited  service 2  00 

Four-party  line,  unlimited  service 1  75 

Suburban  service,  party  line 1  75 

Residence  Service: 

Individual  line,  unlimited  service 2  00 

Two-party  line,  unlimited  service 1  50 

Four-party  line,  unlimited  service 1  25 

Suburban  service,  party  lines 1  25 

These  rates  contemplate  the  maintenaiiee  of  batteries  by 
the  company,  and  are  to  be  applied  irrespective  of  whether 
the  subscribers  are  or  are  not  stockholders  in  the  company. 

In  view  of  the  foregoinff  findings  and  the  entire  record 
in  this  case, 

It  is,  therefore,  ordered,  That  the  applicant,  Tillamook 
County  Mutual  Telephone  Company,  be,  and  the  same 
hereby  is,  authorized  to  increase  its  rates  to  those  herein- 
before found  to  be  just,  reasonable,  and  not  unjustly 
discriminatory. 

Immediately  upon  its  establishment  of  these  rates,  the 
company  shall  file,  according  to  law  and  the  requirements 
of  this  Commission,  a  tariif  or  tariffs  in  which  shall  be 
published  the  rates  to  become  effective,  and  a  copy  of  which 
shall  be  posted  in  eacli  of  the  company 's  exchanges  for  the 
information  of  the  public. 

The  applicant  shall  in  every  other  way  confonn  its  opera- 
tions to  the  findings  entered  herein,  and  shall  hereafter 
keep  its  accounts  in  such  manner  as  will  readily  show  for 
each  year  the  following  items:  exchange  operating  reve- 
nues, toll  operating  revenues,  other  operating  revenues, 
operating  expenses  and  repairs,  depreciation  of  plant  and 
equipment,  taxes,  uncollectible  operating  revenue,  interest, 
and  dividends. 

A  reasonable  date  for  this  order  to  become  effective  is 
Jatmary  1,  1919. 

Dated  at  Salem,  Oregon,  this  twentv-sixth  dav  of  Decem- 
ber, 1918. 
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In  re  Application  of  the  Home  Independent  Telephone 
Company  of  La  Grande  to  Revise  Bates. 

U-F-222  —  Order  No.  488. 

Decided  January  '31,  1919. 

lucnaso  in  Toll  and  Ezcliuige  Bitu  Antiiorised  —  Toll  and  ExcbBoge 

Lines  Hot  Oonsidered  u  »  Unit  —  Effect  of  War  Time  (tnd  Becon- 
fltrnction  Period  ConditionB  Oonsidered  —  Toll  Sates  Prescribed 
b7  PostniMter  Oeneial  in  Order  No.  24B5  Hot  Made  Effec- 
tive as  Remit  Would  be  to  Reduce  Further  Applicant's 
Present  Inadequate  Toll  Revenues. 

Appiieant  sought  authority  to  increase  both  its  local  eKcliangc  and 
toll  rates. 

Held:  That  althouRh  prior  to  the  date  of  the  hearing  set  for  this  ease 
the  property  involved  had  passed  into  the  control  of  the  Postmaster 
General  for  the  United  States  Government,  nevertheless,  as  the  eompany 
had  authority  from  the  Postmaster  Genera!  to  proceed  with  this  case,  the 
Commission  would  deeide  upon  the  application  without  regard  to  the 
present  control  of  the  property,  and  in  view  of  the  probable  early  return 
to  private  operation,  would  consider  the  property  as  a  unit  designed  and 
developed  to  meet  the  requirements  and  particular  local  conditions  of  the 
territory  served  by  it,  and  would  not  enter  into  any  discussion  or  investi- 
gation whatsoever  of  any  agreement  which  might  have  been  proposed  or 
entered  into  between  the  government  and  the  company  in  connection  with 
the  comi»ensation  to  be  received  by  the  company  during  the  period  of 
government  control ; 

That  after  consideration  of  all  the  facts  including  the  cost  to  the  present 
owners,  the  estimated  reproduction  cost  new,  the  accrued  depreciation, 
the  gerteral  financial  condition  of  the  proi)erty  and  its  existence  as  a  whole 
with  a  well  developed  business  attached  and  the  possesor  of  working 
eapital  sufficient  to  ]iemilt  the  ready  and  efficient  operation  of  the  busi- 
ness, the  fair  value  for  rate-making  purposes  of  the  property  of  the 
applicant,  used  and  rensonably  necessary  in  the  service  of  the  public,  was 
on  August  1,  1918,  the  sum  of  $28C,5B7.95;  and  of  this  total  rate  base 
!¥103,247.29  was  directly  assignable  to  toll  lines  and  $183,.340.C6  to  the 
local  exchange  division; 

That  the  present  owners  of  the  property  had  suffered  no  great  loss  on 
account  of  their  investment,  as  some  return  had  been  realized  on  their 
actual  outlay  for  several  years,  and  s'nce  June  30,  1913,  dividends  at  the 
rate  of  6  per  cent,  per  annnm  had  been  regularly  paid  upon  the  capital 
stock  outstanding  in  addition  to  the  interest  accrued  upon  the  outstanding 
indebtedness,  and  on  the  first  day  of  August,  1018,  there  had  been  also 
accumulated  a  surplus  of  $23,850.72; 
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That  for  th«  year  1918,  the  operating  income  available  for  interest  and 
dividends,  estimated  upon  eleven  months'  actual  operation,  was  approxi- 
mately 3.7  per  cent,  upon  the  actual  fair  value  or  rate  base  of  $286,587.95: 
that  the  toll  business  at  best  barely  met  the  cost  of  operation  and  the  low 
return  on  tlie  wliole  property  was  due  principally  to  the  fact  that  from 
toll  service  rpvenue  there  was  not  available  a  fairly  proportionate  share 
of  income  to  pay  any  considerable  return  upon  the  value  properly  asbijr:i- 
able  to  that  service;  that  upon  the  ejithange  property  alone  the  return 
for  1918,  estimated  as  above,  was  approximetcly  5'A  per  cent. ; 

That  conditions  existing  in  1918,  especially  in  the  Utter  part  therei)f, 
had  caused  mater  al  increases  in  expenses  which  had  been  partially  met 
by  the  company  by  a  close  restriction  of  expenditures  to  the  more  essen- 
tial work,  but  the  probable  continuance  of  the  existing  high  costs  of  labor 
and  material  for  some  time  in  the  immediate  future,  taken  with  the  fact 
that  in  the  maintenance  of  adequate  service  further  restriction  of  some 
expenses  could  not  be  accompl'shed,  confronted  the  operators  of  the 
property  with  the  necessity  of  obtaining  more  revenue  if  its  credit  was 
to  be  prcser^'ed  in  such  manner  &s  to  enable  it,  as  an  independent  unit,  to 
meet  readily  the  continuing  and  increasing  demands  from  the  public  for 
adequate  service; 

That  the  applicant,  with  all  others,  must  expect  to  share  with  iU  patrons 
the  temporary  burden  of  sacrifice  imposed  upon  it  by  the  developments 
ac<^mpanying  the  war  preparations,  which  burdens,  of  necessity,  might  be 
expected  to  continue  with  only  gradual  diminution  during  the  reconstruc- 
tion period,  but  it  could  not  be  expected  of  this  company  that  it  fore^ 
return  to  such  an  extent  as  to  restrain  effectually  its  ability  to  provide  for 
the  reasonable  demands  of  the  public  in  the  development  and  extension 
of  the  project; 

That  conditions  existing  during  the  present  continning  stringency  justi- 
fied increases  in  rates  for  both  the  toll  and  exchange  services,  and  such 
schedules  of  rates  would  be  authorized  as  would  sufHcieotly  protect  the 
interests  of  the  public  and  the  company  for  the  present,  and  such  as  might 
be  expected  to  yield,  after  the  resumption  of  normal  conditions,  a  reason- 
able return  on  the  property  values  involved ; 

That  as  the  revenues  from  applicant's  toll  business  bad  not  been  suffi- 
cient to  meet  expenses,  reserve  for  depreciation  and  taxes,  and  yield  an 
appreciable  return  upon  the  pmjierty  values  hereinbefore  assigned  to  the 
toll  business,  it  would  not  be  fair  to  combine  the  entire  system  of  thr 
company,  central  exchanges  and  interconnecting  lines,  as  a  unit,  for  the 
purpose  of  provid'ng  a  return  upon  the  total  values  thereof  by  an  adjust- 
ment of  rates  in  which  the  relative  earnings  of  the  two  divisions  —  loll 
and  excliange  ^  were  not  separately  taken  into  consideration.  Althougb 
it  was  undoubtedly  advantageous  for  the  entire  community,  including  the 
local  subscribers  of  the  several  exchanges,  that  the  company  shonid  develop 
a  general  and  far-reaching  telephone  servi<'«  over  toll  lines,  nevertheless. 
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ns  the  direot  benefit  derived  would  varj'  so  widely  with  the  use  of  the  toll 
system  hy  individuals,  the  cost  of  toll  service  should  be  borne  primnrily 
by  the  patrons  making  use  of  it)  therefore,  the  exchar^e  rates  flsed  by  the 
Conuiiission  were  not  designed  to  corry  the  burden  of  the  less  profitable 
toll  lines; 

That  it  was  Impossible  at  present  to  establish  toll  rates  which  would 
produce  a  fair  retnm  on  the  value  of  the  toll  property,  in  addition  to 
necessary  expenses,  taxes  and  an  allowance  for  reserve  for  depreciation, 
but  such  increases  most  be  authorised  as  would  permit  and  induce  a  full 
development  of  toll  trafile,  and  at  the  same  time  provide  reint'orcenient 
to  the  income  from  the  toll  portion  of  the  applicant's  operation; 

That  the  toll  rates  prescribed  by  the  Postmaster  General  in  Order  No, 
2495  were  quoted  for  nation  wide  application,  and  contained  many  depar- 
tures from  the  practices  established  in  the  State  of  Oregon  through  years 
of  toll  sj-stem  development;  that  beii^  designed  for  nation  wide  applica- 
tion, these  toll  rates  could  not  take  into  consideration  the  requirements 
and  part'cuUr  local  conditions  surrounding  this  class  of  business,  attached 
to  ea<^h  of  the  small  subdivisions  of  the  country  wide  combination  of  long 
distance  rates;  that  some  of  tlie  principles  underlying  the  toll  rates  pre- 
scribed by  the  Postmaster  General  were  admirable,  but  the  application  of 
the  rates  would  cause  a  material  decrease  in  the  applicant's  already  unrea- 
sonably low  income;  that  the  earnings'  on  sppl'cant's  toll  property,  the 
possibility  for  further  development  of  this  service,  the  present  condition 
of  applicant's  equipment  and  the  particular  conditions  affecting  this 
system,  neither  demanded  nor  would  permit  the  experiment,  dur'ng  the 
short  period  of  government  control,  with  the  radical  changes  proposed  by 
the  Postmaster  General  for  nation  wide  application; 

That  applicant  should  he  authorized  to  put  into  effect  the  schedule  of 
toll  and  telegraph  rates  proposed  by  it,  said  schedule  being  based  on  air 
line  mileage  measurement  between  stations  or  groups  of  stations,  each 
station  or  group  of  stations  to  he  known  as  a  block,  the  initial  rate  between 
any  two  blocks  to  be  a  5-cent  terminal  chaise  plus  %  of  a  cent  per  mile 
of  air  line  distance  between  the  two  blocks,  this  initial  rate  to  cover  a 
period  of  twi5  minutes  or  less  conversation,  and  the  rate  for  eadi  additional 
minnte  to  be  50  per  cent,  of  the  initial  rate. 

Findings  and  Ordeb. 
The  proceeding  here  before  the  Commission  is  upon  the 
application  of  the  Home  Independent  Telephone  Company, 
of  La  Grande,  for  authority  to  revise  its  rates  for  both  local 
exchange  and  long  distance  telephone  service  throughout 
the  territory  served  by  it  in  Union  and  Wallowa  Counties. 
After  due  and  legal  notice  had  been  given  this  matter  came 
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on  for  public  hearing  before  the  ConiminHioii  on  October  J, 
1918,  in  the  city  of  La  Grande,  and  on  October  4,  1918,  in 
the  city  of  Enterprise. 

Prior  to  the  date  of  liearinfj  set  for  thip  case  the  property 
involved  passed  into  the  control  of  tlie  Postmaster  General 
for  the  United  States  Government.  Inasumch  as  tiie  com- 
pany, I)y  general  instruction  issued  by  the  Postmaster  Gen- 
eral, had  authority  to  proceed  with  this  pending  rate  case 
before  the  Commission,  we  are  constrained  to  decide  upon 
tlie  application  without  regard  to  the  present  control  of  the 
])roperty.  In  view  of  the  probai)le  early  retnrn  to  private 
operation,  the  Coi'Hiiission  will  consider  tlie  property  as  a 
unit  designed  and  developed  to  meet  the  n'quirements  and 
particular  local  conditions  of  the  territoiy  served  by  it. 
and  will  not  enter  into  any  discussion  or  investigation  what- 
soever of  any  agreement  which  may  liavc  been  proposed 
or  entered  into  between  the  government  and  the  company 
in  connection  with  compensation  to  be  received  by  the  lat- 
ter during  the  period  of  control. 

Appearances:  for  the  Home  Independent  Telephone 
Company,  Cochrmi  and  Eberliatd,  its  attorneys ;  E.  T.  Bus- 
sellCj  engineer. 

No  appearances  were  entered  by  anyone  representing  the 
various  conmmnities  served  or  the  patrons  of  the  company, 
and  no  testimony  was  offered  in  opposition  to  the  appli- 
cation. 

The  Home  Independent  Telephone  Company  is  a  corpo- 
ration organized  in  January,  1907,  and  existing  under  and 
by  virtue  of  the  laws  of  the  State  of  Oregon.  Its-  principal 
place  of  business  is  in  IjB  Grande,  Oregon,  and  it  is  nor- 
mally engaged  in  the  ownership,  management,  control  and 
operation  of  a  system  of  telephone  equipment  and  circuits 
for  the  furnishing  of  a  general  public  telephone  and  tele- 
graph service  in  Union  and  Wallowa  Counties.  In  this 
occupation  the  applicant  is  a  public  utility  subject  to  the 
jurisdiction  of  the  Public  Service  Commission  of  Oregon 
and  to  the  provisions  of  the  public  utility  laws  of  this  State. 
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The  system  operated  by  this  company  consists  of  prin- 
cipal central  exehangos  in  La  Grande,  Union,  Wallowa, 
Lostine,  Enterprise  and  Joseph,  with  lines  interconnecting 
these  cities  and  the  following  communities:  Pecry,  Island 
City,  AliocI,  Imbler,  Bummerville,  Elgin,  Hot  Lake,  Cove, 
Tolocaset,  Medical  Springs,  Miniam,  Wallowa  Lake, 
Iiiiiiaha,  Pniita,  and  Flora.  In  addition  the  company 
serves  extensive  outlying  sections  by  means  of  its  riiral 
lines  and  other  lines  owned  and  maintained  by  the  farmers. 
The  property  as  it  now  exists  is  the  culmination  of  con- 
solidated plants  originally  developed  by  the  Vergere  Tele- 
phone Company,  the  immediate  predecessor  of  the  appli- 
cant, and  by  what  is  now  The  Pacific  Telephone  and  Tele- 
graph Company.  The  Vergere  Telephone  Company  prop- 
erty was  ttUfen  over  upon  the  organization  of  this  company 
in  1907,  and  in  1911  in  order  to  extend  its  service  and  sup- 
ply its  patrons  with  long  distance  service  the  apphcant  pur- 
chased all  local  exchanges  and  connecting  toll  lines  of  The 
Pacific  Telephone  and  Telegraph  Company  in  Union  and 
Wallowa  Counties. 

The  capital  stock  of  this  company  consists  of  an  author- 
ization of  $100,000,  common,  of  which  on  August  1,  1918, 
$79,140  had  been  issued  and  was  actually  outstanding 
against  the  assets ;  $37,500  was  issued  in  exchange  for  the 
property  of  the  Vergere  Telephone  Company,  the  remain- 
der was  issued  for  cash  and  services  rendered,  including 
an  amount  .'^lightly  in  excess  of  $4,000,  given  as  commissions 
for  sale  of  stock.  This  last  named  item  amounts  to  5  per 
cent,  of  the  total  issue.  The  actual  value  of  the  common 
stock  above  noted  is  not  determinable  from  the  record. 

The  funded  debt  of  the  applicant  consists  of  first  and 
refunding  mortgage  5  per  cent,  gold  bonds  issued  April  1, 
1911,  and  running  for  ten  years.  This  indebtedness  was 
authorized  to  the  extent  of  $125,000,  and  on  August  1,  1918, 
$105,000  was  actually  issued  and  outstanding.  Cash  was 
received  for  this  issue,  with  the  exception  of  $30,000  trans- 
ferred to  The  Pacific  Telephone  and  Telegraph  Company 
as  consideration  for  property  purchased.    Other  indebted- 
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ness  on  that  date  consisted  of  notes  and  bills  payable 
amounting  to  $8,000. 

Comparative  general  balance  sheet  and  income  accoaiit? 
have  been  extracted  from  the  annual  reports  of  the  company 
and  exhibits  in  this  case.  Statements  including  these 
accounts  are  attached  herewith,  and  show  for  a  period  of 
years  the  development  of  applicant's  assets  and  liabilities 
and  the  general  financial  results  of  its  operations. 
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'  Slight  errors  ar*  apparent. 


An  analysis  of  monthly  operating  results  and  an  estimate 
of  expenses  and  revenues  for  1918,  based  upon  a  considera- 
tion of  eleven  months  of  actual  operation,  gives  the  follow- 
ing approximate  income  statement  for  that  year : 
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Estimated  Incoue  Accounts,  1918. 
Telephone  Operating  Revenues: 

Exchange  service  revenues $50,633  53 

Toll  s«n-ice  revenues '15^12  70 

Hiseellaneons  operating  revenncs 857  70 

$S6,703  93 

Telephone  Operating  Expetues: 

Maintenance  expenses $21,750  00 

Traffic  expenses 16,025  00 

Commercial  expenses  6,100  00 

General  and  miscellaneous 4,250  00 

$48,125  00 

TOTAL  NOT  OPERATING  REVENUES $18,578  93 

Uncollectible  operating  revenues $^5  00 

Taxes  assignable  to  operat'ons 3,420  00 

OPERATING    INCOME     $14,533  93 

Deductions  from  Gross  Income: 

Rent  dedactions  for  telephone  offices $2,300  00 

Rent  deductions  for  conduits,  etc 300  00 

Rent  deductions  for  equipment 305  00 

Other  deductions tl.OOO  00 

AVAILABLE  FOB  INTEREST  AND  DIVIDENDS $10,628  93 


•  Not  including  war  tax  on  meraages. 

)  Includes  miscellaneous  items  and  ex))enses  not  distributed  until  end 
of  year. 

Applicant  submitted  an  estimate  of  expense  for  a  twelve- 
month period  based  upon  conditions  existing  as  of  Aagast 
1,  1918.  This  estimate,  including  all  operating  expendi- 
tures, taxes,  contributions  and  other  miscellaneous  items 
except  depreciation,  totals  $55,901.16.  Analysis  of  opera- 
tions during  the  past  two  years,  and  the  testimony  submit- 
ted, indicates  that  expenditures  during  1918  were  curtailed 
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somewhat  by  abnormal  circumstances,  and  that  if  regular 
requirements  of  the  service  are  met  during  the  coming  year 
the  expense  will  be  materially  increased  over  the  actual 
1918  figures.  It  is  apparent  that  recent  and  contemplated 
wage  increases  for  operators  and  other  emploj'ees,  added 
to  necessary  resumption  of  normal  maintenance  work  under 
prices  not  yet  returned  to  normal  level,  will  demand 
increased  outgo  of  money  during  coming  months. 

As  a  part  of  the  expenses  of  the  company,  and  in  accord- 
ance with  the  prescribed  classification  of  accounts,  there 
has  been  included  a  charge  for  depreciation  of  plant  and 
equipment.  The  reserve  to  which  these  charges  have  been 
concurrently  credited,  and  from  which  deductions  are  made 
from  time  to  time  on  account  of  replacements  and  retire- 
ments of  property,  has  grown  to  considerable  proportions. 
On  August  1, 1918,  it  amounted  to  $48,381.44,  approximately 
17.5  per  cent,  of  the  estimated  cost  of  reproduction  of  the 
depreciable  portion  of  the  property.  The  charges  to 
expense  for  this  item  have  been  gradually  increasing.  In 
1915  the  figure  was  $7,000,  in  1916,  $12,250,  in  1917,  $14,600 
and  in  1918,  at  the  rate  established  during  the  first  eleven 
months,  $12,600.  Analysis  shows  that  reduction  of  the 
reserve  on  account  of  credits  for  replacements,  etc.,  has  not 
been  extensive  during  past  years  and  it  is  natural  that  the 
rapid  increase  in  the  balance  of  the  reserve  naturally  can- 
not be  expected  to  continue  as  more  extensive  reconstruc- 
tion is  required.  All  things  considered  we  believe  that  not 
more  than  $12,500  per  annum  should  be  charged  for  depre- 
ciation on  the  capital  installed  as  of  August  1, 1918.  While 
this  amount  is  normal,  it  may  be  too  great  or  too  small, 
and  its  reasonableness  can  only  be  judged  after  sufficient 
time  has  elapsed  to  definitely  determine  the  requirements 
made  upon  the  reserve  after  current  minor  repairs  have 
been  taken  care  of  through  other  expense  accounts  than 
that  for  depreciation  of  plant  and  equipment. 

The  past  year  has  seen  a  considerable  decline  in  the  regu- 
lar development  of  the  company's  business.  The  increase 
in  revenue,  exclusive  of  message  war  taxes  during  the  year 
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1917  was  $7,018,  whereas  in  1918  the  increase  resulting  from 
an  estimate  based  upon  eleven  months'  actual  operation 
will  be  only  $1,404.  The  reduction  has  been  due  principally 
to  conditions  arising  from  war  activities  and  the  drain  of 
men  from  this  territory  into  service  with  the  government 
This  abnormal  restraint  in  the  business  cannot  be  expected 
to  continue  for  a  great  length  of  time  after  the  country 
as  a  whole  begins  to  settle  back  into  normal  peace  time 
pursuits  and  development. 

With  the  exception  of  the  cities  of  La  Grande  and  Enter- 
prise, where  common  battery  equipment  is  operated,  the 
company's  service  is  given  by  means  of  magneto  systems. 
As  an  indication  of  the  magnitude  of  the  business  there  is 
given  herewith  a  statement  showing  the  classification  of 
subscribers'  service  installed  and  the  total  number  of  com- 
pany and  service  stations. 

SCBSCBIBBU'  SniVlCB    INBTALLXD  ADOlin'  I.  ISIS. 
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In  support  of  its  application  for  increased  revenue  on 
the  ground  that  present  rates  have  not  been  sufficient  to 
produce  a  fair  return  upon  the  property  in  addition  to 
operating  expenses,  the  company  had  a  special  engineer 


dbvGoogle 


Application  of  Home  Independent  Tel.  Co.      1099 
li.  87] 

prepare  and  submit  for  record  a  report  upon  the  property, 
showing  in  detail  an  inventory  of  all  individual  items,  and 
in  addition  an  estimate  of  the  cost  to  reproduce  new  and 
the  present  value  thereof.  Prior  to  hearing  in  the  case 
both  the  inventory  and  appraisal  were  made  the  subject  of 
inspection  by  the  engineering  department  of  the  Commis- 
sion. The  results  of  this  independent  investigation  were 
made  of  record  and  testimony  offered  thereon  by  both  com- 
pany and  Commiasion  engineers.  After  a  consideration  of 
aD  figures  presented  and  particular  conditions  affecting 
the  estimates,  we  find  that  the  normal  reproduction  cost 
new  based  upon  costs  not  reflecting  abnormal  war  condi- 
tions, and  the  reproduction  cost  less  accrued  depreciation, 
are  as  set  out  in  the  statement  below. 

The  total  cost  to  reproduce  the  whole  property  used  and 
useful  in  public  service,  in  new  and  usable  condition  under 
normal  circumstances,  is  found  to  have  been  on  August  1, 
1916,  the  sum  of  $274,587.49,  and  the  reproduction  cost  less 
accrued  depreciation  to  have  been  $231,369.92  as  of  the 
same  date.  Two  lots  held  by  the  company  in  La  Grande  as 
the  prospective  site  of  an  exchange  office  building  have  been 
excluded  as  non-operating  property.  The  company's  esti- 
mate of  reproduction  cost  on  these  lots  was  $4,050  each. 
These  figures  include  no  allowances  for  additional  value 
produced  by  the  existence  of  a  developed  business  attached 
to  the  property,  nor  has  there  yet  been  included  any  allow- 
ance for  working  capital,  either  in  the  form  of  material  and 
supplies  or  cash,  reasonably  necessary  to  be  held  in  readi- 
ness for  the  effective  conduct  of  the  business.  These  items 
will  be  considered  in  the  value  hereafter  found  for  rate- 
making  purposes.  The  amount  of  depreciation  accrued 
would  indicate  that  the  property  has  reached  a  condition 
of  stability  insofar  as  physical  maintenance  is  concerned. 
The  composite  per  cent,  condition  of  the  entire  system  as 
indicated  by  the  ratio  of  reproduction  cost  less  depreciation 
and  reproduction  cost  new  is  approximately  85  per  cent. 
With  a  continuation  of  normal  repair  and  addition  this  gen- 
eral condition  might  be  reasonably  expected  to  be  fairly 
constant. 
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Since  August  1,  1916,  the  investment  in  the  system  has 
been  increased  by  the  accumulation  of  net  additions  and 
betterments  which  have  been  drawn  from  the  record,  and 
are  also  shown  in  a  statement  following  herewith.  Not 
included  in  the  additions  so  shown  is  a  parcel  of  land  in  the 
town  of  Wallowa  used  by  the  company  as  the  site  of  its 
exchange  office  buildings.  For  financial  reasons  a  mortgage 
on  this  land  is  held  by  one  of  the  directors,  although  it  is 
guaranteed  by  the  company.  This  real  estate  has  been 
added  by  the  Commission  to  the  findings  of  value  to  be 
shown  further  on  in  this  decision,  at  a  value  of  $2,500. 


Rbphoddction  Cost  New  and  Lgsb  Dbprcciation. 
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AuouBT  1,  1916  TO  AooDsT  1,  1918. 
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■  Slight  errors  are  apparent. 

No  evidence  is  of  record  as  to  the  value  of  the  stock  and 
bonds  of  the  applicant,  nor  is  there  evidence  sufficient  to 
determine  the  actual  original  cost  of  the  property,  otheT 
than  the  reflection  of  the  cost  to  present  owners  as  shown 
by  the  balance  sheet  accounts. 

In  view  of  all  findings  hereinbefore  set  down,  and  after 
consideration  of  all  facts  therein  presented,  including  the 
cost  to  present  owners,  the  estimated  reproduction  cost 
new,  the  accrued  depreciation,  the  general  financial  condi- 
tion of  the  property,  and  its  existence  as  a  whole  with  a 
well  developed  business  attached  and  the  possessor  of  work- 
ing capital  sufficient  to  permit  the  ready  and  efficient  opera- 
tion of  the  business,  the  Commission  finds  the  fair  value 
for  rate-making  purposes  of  the  property  of  the  Home 
Independent  Telephone  Company  of  La  Grande,  used  and 
reasonably  necessary  in  the  service  of  the  public,  was,  on 
August  1,  1918,  the  sum  of  $286,587.95.  Of  the  total  rate 
base  so  determined,  $103,249.29  is  directly  assignable  to 
toll  lines,  and  $183,340.66  to  the  local  exchange  division. 

The  present  owners  in  this  property  have  suffered  no 
great  loss  on  account  of  their  investment.  Some  return 
has  been  realized  on  their  actual  outlay  for  several  years, 
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and  since  June  30, 1913,  dividends  at  the  rate  of  6  per  cent, 
per  annum  have  been  regularly  paid  upon  the  capital  stock 
outstanding  in  addition  to  the  interest  accrued  upon  oat- 
standing  indebtedness.  On  the  first  day  of  August,  1918, 
there  had  also  been  accumulated  a  surplus  of  $23,850.72. 

For  the  year  1918  the  operating  income  available  for 
interest  and  dividends,  estimated  upon  eleven  months* 
actual  operations,  is  approximately  3.7  per  cent  upon  the 
actual  fair  value  or  rate  base  hereinbefore  determined. 

The  company  did  not  submit  its  evidence  in  such  manner 
as  to  show  separately  the  operating  results  of  the  local 
exchange  and  toU  divisions.  However,  with  past  results 
as  a  basis,  an  analysis  has  been  made  of  all  accounts  enter- 
ing into  the  expense  of  both  departments,  and  conservative 
estimates  thereon  readily  indicate  that  the  toll  line  business 
at  best  barely  meets  the  cost  of  its  operation,  and  that  the 
low  return  on  the  whole  property  is  due  principally  to  the 
fact  that  from  the  long  distance  service  revenue  there  is 
not  available  a  fairly  proportionate  share  of  income  to  pay 
any  considerable  return  upon  the  value  properly  assignable 
to  it.  Under  the  estimate  so  made  the  return  for  1918  upon 
the  exchange  property  alone  is  approximately  5i^  per  cent 

Conditions  existing  during  19J8,  especiaUy  in  the  latter 
part  thereof,  have  caused  material  increases  in  expenses, 
which  have  been  partially  met  by  the  company  by  a  dose 
restriction  of  expenditures  to  the  more  essential  work.  The 
probable  continuance  of  the  existing  high  costs  of  labor 
and  material  for  some  time  in  the  immediate  future, 
together  with  the  fact  that  in  the  maintenance  of  adequate 
service  further  restriction  of  some  expenditures  cannot  be 
accomplished,  confronts  the  operators  of  this  property  with 
the  necessity  of  obtaining  more  revenue  if  its  credit  is  to  be 
preserved  in  such  manner  as  to  enable  it  as  an  independent 
unit  to  meet  readily  the  continuing  and  increasing  demands 
from  the  public  for  adequate  service.  This  applicant,  with 
all  others,  must  expect  to  share  with  its  patrons  the  tem- 
porary burden  of  sacrifice  imposed  upon  it  by  the  develop- 
ments accompanying  the  war  preparations,  which  burdens, 
of  necessity,  may  be  expected  to  continue  with  only  gradual  ■ 
diminution  during  the  reconstruction  period.    It  cannot  be 
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expected  of  this  eontpany  that  it  forego  return  to  such  an 
extent  as  to  effectually  restrain  its  ability  to  provide  for 
the  reasonable  demands  of  the  public  in  the  development 
and  extension  of  the  project. 

It  is  to  be  expected  that  rising  expenses  will  be  offset 
to  some  extent  by  increased  revenue  from  both  the  exchange 
and  toll  services.  Considering  this  and  all  other  factors, 
it  is  our  opinion  that  conditions  existing  during  the  present 
continuing  stringency  justify  increases  in  rates  for  both 
departments.  Such  schedules  will  be  authorized  as  in  our 
judgment  will  sufficiently  protect  the  interests  of  the  public 
and  the  company  for  the  present,  and  such  as  may  be 
expected  to  yield,  after  the  resumption  of  normal  condi- 
tions, a  reasonable  return  upon  the  property  values 
involved. 

In  the  proposed  exchange  schedules  submitted  with  its 
application  the  company  has  in  certain  instances  extended 
the  classification  of  its  service  to  include  four-party  busi- 
ness service  lines  and  eight-party  residence  service  lines. 
No  testimony  was  offered  in  support  of  such  classification 
in  the  particular  cases,  and  no  reasons  now  appear  to  the 
Commission  for  departing  from  a  standard  classification 
excluding  these  two  groups.  Additional  classes  may  be 
added  to  those  specified  by  the  Commission,  if  necessary 
for  the  best  development  of  the  service  or  if  any  particular 
local  conditions  require  them.  Such  additional  rates  may 
be  made  effective  after  approval  by  the  Commission. 

We  believe  that  in  some  instances  the  exchange  rates  of 
the  schedule  advanced  in  the  application  of  the  company 
are  higher  than  are  necessary  to  retain  the  property  in 
sound  financial  condition  and  produce  for  it.  as  its  business 
resumes  a  normal  rate  of  development,  a  fair  return. 

As  already  pointed  out,  it  has  been  found  by  analysis  of 
the  expenses  during  1918  that  the  revenuesfrom  the  appli- 
cant's toll  business  have  not  been  sufficient  to  meet  expenses, 
depreciation  and  taxes,  and  produce  an  appreciable  return 
upon  the  property  value  hereinbefore  assigned  to  that  busi- 
ness. We  do  not  consider  it  a  fair  proposition  to  combine 
the  entire  system  of  the  company,  central  exchanges  and 
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interconnecting  lines  as  a  unit,  for  the  pnrpose  of  providing 
a  retarn  upon  the  total  value  thereof  by  an  adjastment  of 
.  rates  in  which  the  relative  earnings  of  the  two  divisions  are 
not  separately  taken  into  consideration.  Undoubtedly  it 
is  advantageous  for  the  entire  community,  including  the 
local  subscribers  of  the  various  exchanges,  that  the  com- 
pany shall  develop  a  general  and  far-reaching  telephone 
service  over  toll  lines,  bat  the  direct  benefit  derived  varies 
so  widely  with  the  use  of  the  toll  system  by  individuals  that 
the  cost  of  long  distance  service  should,  we  believe,  be 
borne  primarily  by  the  patrons  making  use  of  it.  The 
exchange  rates  found  reasonable  and  hereafter  set  out  are 
not  designed  to  carry  the  burden  of  less  profitable  long 
distance  operations. 

In  our  opinion  it  is  impossible  at  this  time  to  establish 
toll  rates  which  will  produce  a  fair  return  on  the  value  of 
toll  property,  in  addition  to  necessary  expenses,  deprecia- 
tion and  taxes,  but  it  is  imperative  that  such  increases  be 
authorized  as  will  permit  and  induce  a  full  development  of 
long  distance  traffic,  and  at  the  same  time  provide  rein- 
forcement to  the  income  from  this  portion  of  the  applicant's 
operations. 

Although  not  of  record  in  this  particular  case,  we  feel 
it  our  duty  to  refer  briefly  herein  to  the  toll  rates  published 
by  the  Postmaster  General  of  the  United  States  in  his 
Telegraph  and  Telephone  Service  Bulletin  No.  22,  Order 
No.  2495,  issued  December  13,  1918,  and  ordered  by  him 
to  become  effective  on  January  21, 1918.  The  rates  therein 
quoted  were  for  nation  wide  application,  and  contain  many 
departures  from  practices  established  in  this  and  other 
states  through  years  of  long  distance  service  development. 
Being  designed  for  nation  wide  application,  the  schedules 
could  not,  and  in  fact  do  not,  take  into  consideration  the 
requirements  and  particular  local  conditions  surrounding 
this  class  of  business,  attached  to  each  of  the  small  sub- 
divisions of  the  country  wide  combination  of  long  distance 
lines.  Some  of  the  principles  underlying  the  rates  advanced 
by  the  Postmaster  General  are  admirable,  and  we  do  not 
wish  to  be  placed  in  the  position  of  indiscriminately  con- 
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demning  those  features.  Such  analysis  as  is  for  us  now 
possible  indicates  that  the  application  of  the  rates  would 
canse  a  material  decrease  in  the  company's  already  unrea- 
sonably low  income  from  toll  lines.  In  our  opinion  the 
earnings  of  this  portion  of  the  property  now  under  con- 
sideration, the  possibility  for  further  "development  of  this 
service,  the  present  condition  of  the  company's  equip- 
ment, and  in  general  the  particular  conditions  affecting  this 
system,  neither  demand  nor  will  permit  the  experiment, 
during  a  short  period  of  government  control,  with  the 
radical  changes  proposed  by  the  Postmaster  General  for 
nation  wide  application. 

Following  its  own  initiative  in  the  question  of  charges 
for  distance  messages  and  telegraph  service,  the  company 
submitted  with  its  application  a  proposed  schedule  of  rates 
based  upon  the  direct  air  line  mileage  measurement  between 
stations,  or  groups  of  stations  in  certain  instances.  Each 
station  or  group  of  stations,  as  it  may  l>e,  is  known  as  a 
block,  the  initial  rate  between  any  two  such  blocks  being 
a  5-cent  terminal  charge,  plus  %  of  a  cent  per  mile  of  air 
line  distance  between  the  two.  The  period  covered  by  the 
initial  rate  is  the  first  two  minutes  or  less  of  conversation, 
and  for  each  additional  minute  or  fraction  thereof  a  rate 
is  applied  equivalent  to  50  per  cent,  of  the  initial  rate.  The 
exact  effect  of  these  rates  upon  the  revenues  of  the  company 
cannot  be  shown,  although  it  appears  that  a  fair  increase 
will  result.  The  Commission  will  authorize  the  establish- 
ment of  the  toll  and  telegraph  rates  as  submitted,  and  will 
retain  jurisdiction  to  take  further  action  if  the  schedules 
do  not  within  a  reasonable  time  produce  desired  results. 

With  its  application  the  company  also  submitted  a  sched- 
ule of  general  rules  and  regulation,s  relative  to  its  rates  and 
service.  No  objection  having  been  interposed,  and  it  not 
appearing  at  this  time  that  they  are  unreasonable  or  liable 
to  unduly  burden  the  patrons  of  the  company,  these  rules 
and  regulations  with  minor  modifications  will  be  author- 
ized to  be  put  into  effect  as  hereinafter  set  out.  The  com- 
pany shall  be  allowed  to  continue  its  present  practices 
insofar  as  they  do  not  conflict  therewith. 
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In  view  of  the  entire  record,  the  foregoing  findings,  and 
all  facts  pertinent  to  an  equitable  determination  in  this 
case,  it  is  now  found  that  the  following  rates,  tolls,  charges 
and  regulations  are  just,  reasonable,  and  not  unjustly  dis- 
criminatory for  the  Home  Independent  Telephone  Com- 
pany to  establish  for  the  services  specified : 

BXCBANGB  SBBTICB   RaTBB. 


ffrofufe 

Cilv 

ffnter- 
priit 

Umon 

£5r 

S7m«ift« 

BuHntti  Servke: 

S4  00 
350 

325 

260 

160 

1  00 

2  76 
225 
I  75 

225 

200 

60 

60 

75 

65 

1  00 

»5  60 



100 

■  2  76 
225 



60 

75 

65 

1  00 

S3  GO 
300 

260 

100 
100 

260 
200 
1  76 

200 
60 
60 
75 
% 

1  00 

13  00 
260 

2  00 

75 
100 

225 
1  75 
1  60 

1  76 
GO 
60 
76 
66 

1  00 

Rural  party  line,  line  and  equip- 
ment owned  by  oompaoy 

BiteniionB,  wall  or  deeik  type 

Rttidmet  Semiei: 

SO  50 

Ten-party,  Buburbau,  eentnl  eriec- 

Rural  party  line,  line  and  equip- 
ment  owned  by  company 

Farmer  line,  equipment  and  line  to 
city  limits  owned  by  Eubecriben 

Extensioni,  within  tame  piemites 

25 

Extenmona,  within  same  premiaeB 

without  beU,  desk  type 

EitonaionB,  within  same  premiBee 

Extaamoaa,  within  «ame  premins, 

Except  idtere  otberwiBe  Hpeci&ed,  raise  apply  to  wall  type  telephonee  only.  If  desk 
or  portable  ^pe  instmmMkts  are  deeued  an  addilMual  eharge  of  26  oenta  per  moDtb 
will  be  added. 

*  La  Grande  primary  rate  area  indudes  oommunitiei  or  additicma  known  as  May 
Park  and  Fntitdale. 

t  Island  City  is  suburban  to  La  Grande  exchange, 

i  Loatine  primary  rate  area  iududee  village  of  Evans,  eonunonly  known  m  Lcftiw 
Railroad  Station. 

{  On  the  Imnnh^  Une  —  guaranteed  toll  station  service  wiD  be  installed  at  a  rale 
of  S42.00  per  year. 

Under  litis  rate  the  subecribere  will  be  aUowed  froe  use  of  Otis  isolated  section  of  line 
between  line  terminals  only. 
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SUPPLEMENTAL  EXCHANGE  RATE  SCHEDULE  APPLYING  TO 

ALL  EXCHANGES. 
Fanner  Line  Service : 

Wliere  rate  is  quoted  for  aerrice  on  farmer  lines  owned  by  the  sub- 
eeribers  to  the  city  limits,  the  company  will  furnish  and  maintain  all 
necessary  lines  and  eqnipment  within  the  corporate  limits  of  the  <aty; 
the  subscriber  to  furnish  and  maintain  equipment  and  lines  ontside  tiie 
corporate  limits. 

Where  the  subscribers  own  and  maintain  all  eqnipment  on  any  line 
to  corporate  limits,  a  minimum  charge  will  be  applied  equal  to  that  for 
five  subscribers  at  the  rate  applicable  to  that  line. 

In  any  case  where  the  subscriher  owns  and  maint^ns  a  telephone 
instrument  on  linea  owned  and  madntained  by  the  company  a  rental  of 
fS.OO  per  year  will  be  paid  by  the  company  for  the  use  and  mainte- 
nance of  such  equipment. 

PubUe  Pay  Station  Service: 
All  calls  originating  at  prepayment  public  pay  stations  and 
intended  for  subscribers'  stations  within  primary  rate  area, 

per  call  $0  05 

All  calls  originatii^  at  prepayment  public  pay  stations  and 
intended  for  subscribers'  stations  on  mral,  suburban  or 
farmers'  lines  of  the  same  exchange,  but  beyond  the  ex- 
change area  boundary : 

Subscribers,  per  call    05 

Non-subscribers,  per  call 10 

Pbivatb  Bbanch  Exgha^tqe  Service. 
Busmess  Commercial  Unlimited:  Per  Month 

Regular  switchboard  with  power  circuit  and  one  operator's 

set  $5  00 

Cordless  switchboard,  maximum  equipment  for  2  trunks 

and  4  stations  3  00 

Cordless  switchboard,  maximum  equipment  for  3  trunks 

and  7  stations 4  00 

First  both-way  trunk  line,  individual  business  line  rate.. 
Each  additional  both-party  trunk  line,  individual  business 

line  rate  less  60  cents 

Elach  station,  primary  or  extension 1  00 

Each  station  without  building  will  take  re^lar  mileage 

Contracts  will  not  be  accepted  for  less  than  2  trunk  lines  and  4  stations, 
nor  for  a  Icseer  period  of  time  than  three  years. 

A  private  branch  exchange  system  shall  not  include  more  than  one 
firm  or  individual.  Each  station  shall  be  entitled  to  one  listing  in  the 
directory. 
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Hotel  Unlimited  Service:  Per  Month 

Switchbonrd  with  operntor's  set.  power  circuit,  and  not  to 
exceed  15  drops $2  00 

Each  additionnl  group  of  5  drops  or  traction  tlieraof 20 

First  both- way  trunk  line,  individual  business  line  rat«. 

Each  additional  both-way  trunk  line,  individual  business  i  ne 
rate  less  50  cents. 

Stations  without  guests  rooms,  desk  or  wall 1  00 

Stations  within  guests  rooms,  wall  sets; 

First  10,  iuclusive,  each _ 50 

11  to  20,  inclusive,  each 45 

21  to  35,  inclusive,  each 40 

36  to  50,  inclusive,  each 35 

51  and  over,  inclusive,  each 25 

For  desk  set  in  place  of  wall  set,  add  25  cents  per  month  per 
station. 
Contracts  will  not  be  a<wepted  for  less  than  three  years,  or  for  less 

than  2  trunk  lines,  and  an  additional  trunk  line  over  the  first  2  is  required 

for  each  additional  25  stations  or  fraction  thereof,  over  the  first  50. 
A  private  branch  exchanpie  system  shall   not  include  more  than  one 

ftrm  or  individual. 

Guests  will  be  requii'ed  to  i)By  tlip  extra  listing  rates  for  the  direclorj- 

listings. 

Pbivatk  BBANini  Intebcommvnicating. 

Per  Month 
Receiving  station,  power  circuit,  and  fii-st  both-way  tnmk 

line  $7  60 

Each  addit  onal  both  waj  trunk  individual  business  line  rate 

IcbS  50  cents 

Each  station  w  itlnn  building    desk  or  wall     1  25 

Each  station  \Mthout  building  but  locnted  on  same  premi.'ies 

and  at  a  distance  not  exceeding  100  feet  from  receiving 

station  2  00 

Contracts  will  not  be  accepted  for  less  than  one  rece'ving  station  and 
2  auxiliary  stations.  If  more  than  3  auxiliaries  are  used,  nn  additional 
trunk  must  also  be  used. 

Contracts  not  taken  for  1p:5s  than  three  years. 

Subscribers  to  pay  for  all  wiring  between  stations. 

Auxiliary  Lines: 

Available  in  connection  with  individual  business  service  at  individoal 
business  line  rate  less  33  1/3  l>er  cent. 
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MieeeltaneovB  Equipment:  Per  Mottth 

Special  loud  ringing  extension  bells,  same  premises $0  35 

Regular  extension  bolls,  same  premises 15 

Lat^  sised  bell  with  desk  or  portable  seta,  additional 10 

Switch  boxes,  first  one 50 

Switch  boxes,  each  additional  one 30 

Jack  box  and  plug  for  desk  or  portable  set,  first  one SO 

Each  additional  one 30 

General  Rules  op  Practices. 
Payment  for  service  to  be  made  in  advance  as  follows : 

Exchange  service,  monthly. 

Suburban  line  service,  quarterly. 

Farmer  line  service   (company  owning  all  equipment),  semi-annually. 

Fanner  line  service    (company  owning  all  equipment  except  station 
apparatus),  semi-annut^lly. 

Farmer  line  service    (subscriber  owning  ail   equipment  to    corporate 
limits),  annually. 

The  subscriber  shall  pay  monthly  at  schedule  charges  for  all  connec- 
tions to  points  outside  of  territory  contracted  for,  and  shall  be  responsible 
for  all  eharpes  for  conversations  from  his  telephone. 

In  all  cases  where  the  company  connects  with  a  line  owned  and  main- 
tained by  the  various  subscribers  upon  that  line,  the  company  furnishing 
only  central  switching  service  and  maintenance  of  the  lines  within  the 
city  limits,  no  instrument  may  be  connected  to  such  a  line  within  the  pre- 
scribed radius  of  the  particular  central  office  exchange  area,  except  upon 
the  same  terms  and  conditions  as  all  other  subscribers  within  such  radius 
pay  for  the  same  service.  The  company  has  the  right,  in  every  case,  by 
refunding  the  unexpired  amount  of  any  advance  payments  already  made 
for  service  on  any  such  line,  to  cancel  any  agreement  entered  into  for 
aervicea  upon  or  connecting  with  such  a  line,  or  to  discontinue  service 
where  no  written  contract  exists,  at  any  time  that  any  of  the  reguIaUons 
of  the  company  are  broken  by  any  sub9crit>er  attached  to  such  a  line  or 
circuit  or  those  claiming  under  any  such  subscriber. 

Special  Restricted  Lines: 

Two  or  more  stations,  in  special  locations,  may,  at  the  request  of  the 
subscriber,  be  connected  to  the  same  local  circuit  provided  each  station 
agrees  to  pay  the  individual  line  rate  under  the  proper  classification. 

Joint  User  Service: 

The  rates  herein  are  based  upon  the  assumption  that  bat  one  firm  or 
family  is  to  receive  service  for  same.    In  ease  of  a  second  party  occupy- 
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ing  the  same  premises  as  a  joint  nser,  50  per  cent,  of  the  rental  fee  is 
to  be  added,  which   will  entitle  both   parties  to  exchaogo  service  and 
directory  listings. 

Special  Bate  Discowtta: 
Lodges: 

Individual  lines,  50  per  cent,  reduction. 

Extension  sets,  50  per  cent,  reduction. 
Ministerial  rates : 

Individnal  line,  25  cents  reduction. 

Two-party  line,  25  cents  reduction. 

Four-party  line,  no  reduction. 
Public  school  rates: 

Individual  lines,  25  per  cent,  reduction. 

Refunded  during  summer  vacation  period. 

Directory  listinga: 

Each  subscriber  is  entitled  to  one  free  listing  in  the  directory  under 
the  directory  rules  applying  to  same. 

Extra  listings  iu  directory  will  be  supplied  for  25  cents  per  month. 

Business  listings  in  directory  are  entitled  to  have  full  firm  or  individual 
name  listed,  but  residence  listings  will  be  limited  to  individual  names 
only,  and  a  charge  of  25  cents  per  month  will  be  made  when  any  business 
is  specified  under  residence  numbers,  with  the  exception  of  physicians 
and  dentists,  who  shall  be  entitled  to  the  prefix  "Dr."  without  additional 
cost. 

The  charge  for  extra  listings  b^ins  as  soon  as  the  listing  is  entered, 
at  the  request  of  the  applicant,  in  the  records  of  our  information  operator, 
irrespective  of  the  date  of  the  issue  of  the  directory. 

Vacation  Bates: 

Subscribers,  who  vacate  premises  for  limited  period  exceeding  one 
month,  may  retain  the  instruments  and  directory  number  by  paying  one- 
half  their  regular  rate. 

Construction  Limitations: 

The  company  will  at  its  own  expense  make  extension  to  provide  tele- 
phone service,  provided  such  extcmnon  requirements  do  not  exceed  the 
installation  of  6  poles  and  a  corresponding  unit  installation  of  wire, 
fixtures,  and  other  appurtenances.  .In  the  event  the  requirements  exceed 
this  amount,  special  arrangements  will  be  made  with  the  subscriber, 
and  if  it  is  found  impossible  to  adjust  any  such  case  or  cases,  the  matter 
will  then  be  referred  to  the  Public  Service  Commission  of  Oregon  for 
adjudication. 
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MisceUaneovB  Iteme: 

When  extension  service  is  required  in  a  separate  building,  special 
arrangements  will  be  made. 

The  extension  service  is  intended  only  for  the  parties  contracting  for 
a  regular  service,  and  will  not  bo  furnished  to  third  parties. 

When  a  business  and  a  residence  occupy  the  same  room  or  building, 
the  subscriber  is  required  to  take  the  business  rate. 

Exchange  Primary  Sate  Area: 

Normally,  the  city  or  corporate  limits  will  be  considered  the  boundaries 
of  the  various  exchange  primary  rate  areas,  unless  otherwise  specified. 

Service  Connection  and  Change  Charges: 

A  service  connection  charge  of  $2.50  will  be  made  for  the  establish- 
ment of  service  at  any  location,  provided  that  where  the  instrumentalities 
necessary  for  the  service  to  be  rendered  are  already  in  place  the  ohai^ 
will  be  only  «1.00. 

Charge  for  change  of  instrumentalities  will  be  made  as  follows: 

1.  Chai^  of  location  on  same  premises $1  00 

2.  Change  of  instruments  from  wall  to  desk  or  vice  versa, 

unless  application  is  made  for  a  higher  class  of  service.  1  00 

Prepayment  Public  Stations: 

The  company  will,  provided  sufficient  importance  attaches,  install  pre- 
payment "  coin  collecting  "  pay  station  telephone  in  public  places.  Where 
such  service  is  installed  in  a  public  place,  and  is  directly  or  indirectly 
under  the  supervision  of  a  person,  firm,  or  corporation,  then  a  commis- 
sion equal  to  20  per  cent,  of  all  receipts  collected  by  such  "  coin  collect- 
ing "  machine,  or  otherwise,  for  local  exchange  business  originating  at 
said  public  stations,  will  be  paid  to  the  person,  firm,  or  corporation  dele- 
gated as  the  companies'  agent;  provided  that  all  slugs  or  other  substitutes 
for  coins  of  legal  tender  shall  be  considered  as  deducted  from  the  amount 
due  said  agent;  provided  further  that  where  the  business  is  sufQcient  to 
justify  the  installation  of  a  telephone  booth,  the  said  installation  will  be 
made  at  the  expense  of  the  telephone  company. 

It  is  now  ordered,  That  the  Home  Independent  Tele- 
phone Company  of  La  Grande,  be,  and  the  same  hereby  is, 
authorized  to  discontinue  its  present  rates,  toUs,  charges 
and  practices,  insofar  as  they  differ  from  those  hereinbe- 
fore determined  as  just,  reasonable  and  not  unjustly  dis- 
criminatory, and  to  substitute  in  lieu  thereof  the  reasonable 
rates,  tolls,  charges  and  practices  so  determined. 
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The  rates  so  fixed  shall  be  maximam  rates,  and  nothing 
herein  shall  be  construed  as  to  prevent  the  company  from 
reducing  any  rate  or  rates  to  enable  it  to  most  effectively 
develop  the  business,  provided  that  in  so  doing  it  causes 
no  unjust  discrimination  between  individuals,  classes  of 
service  or  communities. 

And  it  is  further  ordered,  That  immediately  upon  its 
establishment  of  these  rates  the  company  shall  prepare  and 
file  in  this  office  according  to  law  and  the  rules  of  this  Com- 
mission, a  tariff  in  which  shall  be  published  the  charges  to 
be  made  by  the  company  for  its  service  and  all  rules  and 
regulations  pertaining  thereto.  A  copy  of  this  tariff,  inso- 
far as  it  relates  to  service  in,  from  or  to  each  exchange, 
shall  be  placed  in  each  central  exchange  office,  and  shall 
there  be  made  readily  available  for  the  inspection  of  the 
patrons  of  the  company  or  of  whomsoever  might  desire 
such  inspection. 

The  provisions  of  this  order  shall  become  effective  for 
all  service  rendered  on  and  after  the  first  day  of  February, 
1919. 

Dated  at  Salem,  Oregon,  this  thirty-first  day  of  January. 
1919. 
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PENMSTLVANIA. 

The  Pnblic  Service  Commiaaion. 

East  Hickory  and  Endeavor  Subscribers  of  Beix  Company 
V.  The  Bell  Telephone  Company  of  Pennsylvania. 

Complaint  Docket  No.  1795. 

Decided  December  10,  1918. 

Complaint  Against  DiscontinnAnce  of  Service  to  a  Few  SubeciibeiB,  in 

Territory  Served  by  Anotlter  Oompan?,  Dlemisfled. 

Eeport. 

The  respondent,  the  Bell  Telephone  Company,  operates 
an  exchange  at  Tioiiesta,  the  county  seat  of  Forest  County, 
Pennsylvania.  Its  trunk  lines  extend  from  this  excliange 
northerly  along  the  Allegheny  River  to  Tidioute  and  War- 
ren. About  8  miles  north  of  Tionesta  there  is  a  village  on 
the  west  side  of  the  Allegheny  River  called  West  Hickory, 
and  one  on  the  east  side  called  East  Hickory.  Another  town 
adjacent  to  East  Hickory  is  called  Endeavor. 

The  Endeavor  Teleplione  Company,  a*iimtual  company 
organized  in  1909,  had  at  the  time  of  the  filing  of  this  com- 
plaint less  than  200  patrons  in  Endeavor,  East  Hickory  and 
adjacent  territory.  The  service  it  rendered  was  inferior 
and  intermittent;  very  limited  service  was  rendered  during 
the  night  time  and  on  Sundays.  With  many  patrons  on  a 
single  line  its  rate,  including  an  initial  payment  of  $25.00, 
was  $5.00  per  year,  the  patron  supplying  his  own  telephone. 
^ATiere  the  company  furnished  the  telephone,  the  annual 
rental  was  $8.00. 

The  Bell  Teleplione  Company  served  through  its  Tionesta 
exchange  13  patrons  in  Endeavor  and  2  in  East  Hickory; 
also  a  limited  number  in  West  Hickory.  These  patrons  pay 
$18.00  per  year  for  residence  service  and  $24.00  for  business 
service.  Some  of  theni  were  subscribers  to  both  the  Bell 
;113 
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and  Endeavor  systems.  These  13  patrons  had  free  service 
■with  all  of  the  Tionesta  patrons  of  the  Bell  company.  The 
patrons  of  the  Endeavor  company  could,  through  a  con- 
nection between  its  exchange  and  the  Bell  company,  with 
the  payment  of  toll,  communicate  with  all  the  patrons  of 
the  Bell  company  at  Tionesta  and  elsewhere. 

The  respondent  company  made  an  arrangement  with  the 
Endeavor  company  whereby  respondent  would  withdraw 
its  local  service  from  all  the  territory  served  by  the 
Endeavor  company,  which  meant  that  it  would  discontinue 
service  to  its  13  subscribers  therein.  It  would,  however, 
continue  its  connection  with  the  exchange  of  the  Endeavor 
company  at  Endeavor.  The  arrangement  further  contem- 
plates that  the  Endeavor  company  should  by  the  expendi- 
ture of  the  necessary  capital  improve  its  facilities  and  its 
service,  for  which  it  has  ■filed  with  The  Public  Service  Com- 
mission a  new  tariff,  wherein  its  rates  are  specified  as 
follows : 


Individual 
Lite 

Two-party 
Line 

Multi-party 
Line 

$30  00  (C) 
•24  00  (C) 

•$24  00  (C) 
•18  00  (C) 

$15  00  (A) 
10  00 (A) 

•Applies  within  one-half  mile  of  central  office.  Beyond  this  limit  a 
cbai^  for  mileage  is  made  at  the  rate  of  $5.00  per  aDoam  for  each  qnaiter 
mile,  or  fraction  thereof. 

A  charge  for  residence  of  $6.00,  and  for  business  of  $10.00,  per  annom  is 
made  for  switching  calls  from  telephones  owned  hy  subscribers  and 
connected  on  lines  owned  and  maintained  by  subscribers.     (A) 

A  toll  charge  of  5  cents  is  made  for  local  calls  for  non-subacribers.    (A) 

Subscribers  are  entitled  to  service  without  toll  with  Endeavor  and  East 
Hickory  and  West  Hickory.    (C) 

Tolls  to  other  points  are  quoted  by  The  Central  District  Ttelephone 
Company. 

(A)  Indicates  advance  or  increase  in  rat«. 
(C)  Indicates  change  or  addition. 

All  of  the  patrons  of  the  Endeavor  company  may,  upon 
the  payment  of  toll,  communicate  with  the  Tionesta 
exchange  of  respondent.     When  these  arrangements  are 
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completed  it  will  result  in  a  single  company  serving  East 
Hickory  and  Endeavor,  furnishing  a  higher  grade  of  con- 
tinuous service  at  the  increased  rate  stated.  The  respond- 
ent will  continue  to  serve  its  patrons  in  West  Hickory, 
giving  as  a  reason  therefor  that  on  account  of  the  railroad 
passenger  and  freight  station  located  there  such  service  is 
necessary. 

The  complainants  in  this  case  are  patrons  of  respondent 
company  at  Endeavor  and  East  Hickory,  who  object  to 
having  their  service  with  the  respondent  company  through 
its  Tionesta  exchange  discontinued;  also  advancing  the 
reason  that  they  will  be  obliged  to  pay  the  increased  rental 
to  the  Endeavor  company  with  its  inferior  service. 

The  proposed  arrangement  between  the  respondent  and 
the  Endeavor  Telephone  Company  contemplates  an 
improvement  in  its  facilities  and  service  and  will  permit  it 
to  exclusively  serve  its  territory. 

The  fact  that  the  Endeavor  Telephone  Company  has  in 
the  past  rendered  inferior  service  is  not  here  important. 
It  is  a  public  utility  and  as  such  is  in  duty  bound  to  render 
adequate  service  at  reasonable  rates.  If,  after  the  con- 
templated arrangements  are  completed,  there  should  be  any 
inferior  service  on  its  part,  this  may  be  corrected  upon  com- 
plaint filed  with  this  Commission. 

The  conclusion  of  the  Commission  is  that  the  complaint 
be  dismissed. 

Order. 

This  matter  being  before  The  Public  Service  Commission 
of  the  Commonwealth  of  Pennsylvania  upon  complaint  and 
answer  on  file,  and  having  been  duly  heard  and  submitted 
by  the  parties,  and  full  investigation  of  the  matters  and 
things  involved  having  been  had,  and  the  Commission  hav- 
ing on  the  date  hereof  made  and  filed  of  record  a  report 
containing  its  findings  of  fact  and  conclusions  thereon, 
which  said  report  is  hereby  approved  and  made  a  part 
hereof. 

Now,  to-wit,  December  10,  1918, 

It  ts  ordered.  That  the  complaint  in  this  ease  be,  and  the 
same  hereby  is,  dismissed. 
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•  Bkdfobi)  and  Fulton  Telephone  Company  v.  Chapmans 
RvN    Mutual  Telephone  Company. 

Docket  No.  2303. 

Decided  December  10,  1918. 

Commission  Without  Anthority  to  Prevent  Sabscriber  Ohanging  From 

One  Company  to  its  Competitoi. 

Report. 

The  complainant,  the  Bedford  and  Fulton  Telephone 
Company,  an  incorporated  telephone  company,  operates  in 
Bedford  and  Fulton  counties.  It  commenced  operations 
about  1903,  constructing  and  operating  among  others,  a 
line  between  Everett  and  Clearville  in  Bedford  County,  over 
Dibert  Road,  so-called,  a  public  highway,  along  which  and 
adjacent  thereto  it  had  several  patrons. 

The  complainant  alleges  that  the  respondent,  the  Chap- 
mans  Rim  Mutual  Telephone  Company,  an  unincorporated 
telephone  company,  was  invading  the  territory,  which  com- 
plainant by  its  charter  had  an  exclusive  right  to  serve,  by 
installing  telephones  in  residences  of  parties  residing  along 
and  in  the  vicinity  of  the.  said  Dibert  Road,  which  bad  there- 
tofore been,  or* were  being,  served  by  complainant. 

The  testimony  discloses  the  fact  that  the  respondent  also 
built  its  line  along  the  said  Dibert  Road  in  1907,  and  had, 
since  that  time,  been  serving  its  patrons  along  the  same  and 
in  the  vicinity  thereof. 

During  1918  five  of  the  patrons  of  complainant  residing 
along  said  Dibert  Road,  or  in  its  vicinity,  discontinued 
their  service.  Some  of  these  have  since  become  subscribers 
of  respondent.  One  or  more  of  them  testified  that  they 
made  the  change  in  order  that  tbey  might  communicate  with 
parties  not  reached  by  complainant's  lines.  It  further 
appeared  that  respondent  did  not  solicit  said  parties  to 
become  its  patrons. 

Under  this  state  of  facts  the  complaint  as  filed  in  this 
case  must  bo  dismissed.  Both  complainant  and  respondent 
had,  prior  to  the  enactment  of  The  Public  Service  Company 
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Law,  on  July  26,  1913,  constructed  their  lines  along  said 
Dibert  Road  and  were  serving  patrons  therefrom.  Certain 
patrons  of  complainant  company  discontinued  their  service 
with  it  and  became  patrons  of  respondent,  giving  their  rea- 
sons for  so  doing.  Where  two  telephone  companies  are 
operating  in  the  same  territory  there  is  no  authority  in  the 
Commission  to  prevent  a  patron  from  changing  from  one 
to  the  other.    An  order  dismissing  the  complaint  will  issue. 

Order. 

This  matter  being  before  The  Public  Service  Commission 
of  the  Commonwealth  of  Pennsylvania  upon  complaint  and 
answer  on  file,  and  having  been  duly  heard  and  submitted 
by  the  parties,  and  full  investigation  of  the  matters  and 
things  involved  having  been  had,  and  the  Commission  hav- 
ing on  the  date  hereof  made  and  filed  of  record  a  report 
containing  its  findings  of  fact  and  conclusions  thereon, 
which  said  report  is  hereby  approved  and  made  a  part 
hereof, 

Now,  to-wit,  December  10, 1918, 

It  is  ordered,  That  the  complaint  in  this  case  be,  and  the 
same  hereby  is,  dismissed. 
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SOUTH  DAKOTA. 

Board  of  Railroad  ConunisgioneTS. 

In   re   Application    of  Salem    Telephone    Company    for 
Authority  to  Increase  Rates. 


Decided  January  21,  1919. 

Increase  In  BiuIneBa,  Residence  and  Bnral  Rates  Authorized — -Addi- 
tional Obarge  for  Extension  Telephones,  Extension  Bells,  uui 
Desk  Sets,  Approved  — Allowance  of  7  Per  Cent.  Hade 
for  Beserve  for  Depreciation — Allowance  of 
7  Per  Cent,  for  Return  on  Investanent 
Hade  —  Large    Returns    In 
Past  Not  Due  to  TTn- 
TeaBosable  Bates. 
Applicant  sought  authority  to  increase  its  business,  residence  and  mral 
rates  and  to  make  additional  charges  for  desk  telephones  and  extension 
telephones. 

The  Commission's  en^neers,  using  average  costs  as  determined  from 
prices  actaally  paid  during  the  yeara  1912  and  1916,  inclusive,  fonnd  the 
reproduction  cost  new  to  be  $14,836  and  the  cost  of  reprodactioD  less 
depreciation  $11,764,  and  the  Commission's  statisticians  found  titat  the 
book  cost  of  the  plant  was  $12,315.56  and  that  a  considerable  part  thereof 
had  been  paid  for  out  of  earnings. 

The  Commission  farther  found  that  applicant  in  the  past  had  earned 
from  2.9  per  cent,  to  39.2  per  cent,  with  an  average  of  11.9  per  cent, 
for  the  period  from  1900  to  1914  and  an  average  of  7.1  per  c^it.  from 
1915  to  1917,  an  average  of  10.6  per  cent,  for  1900  to  1917;  that  includ- 
ii^  as  return  the  earnings  invested  in  the  plant  the  average  return  was 
13.7  per  tent,  on  the  book  cost,  or  a  return  of  53.8  per  cent,  on  the  actnal 
cash  invested  by  the  stockholders. 

The  Commission  fixed  the  fair  value  of  the  property  as  a  basis  for 
fixing  rates  to  be  charged  in  the  future  at  $11,000,  despite  the  contention 
of  attorneys  for  the  sobscribers  that  that  part  of  the  plant  constructed 
out  of  earnings  —  which  in  the  past  had  been  large  chiefly  as  a  result  of 
economy  of  operation  at  reasonable  rat«s  —  should  be  excluded  in  fixing 
the  fair  value  for  rate-making.  The  Commission  was  concerned  vrilh 
the  fair  value  of  the  property  used  and  useful  in  the  public  service  rather 
than  how  it  was  acquired. 

1118 
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The  Commiesion  further  found  that  reasonable  operating  expenses 
including  taxes  and  an  allowance  of  7  per  cent,  for  reserve  for  depreciation 
were  $5,275;  that  operating  revenues  under  the  present  rates  were 
$6,424.56. 

Held:  That  the  anosnatly  high  rate  of  return  earned  by  the  appli- 
cant in  the  past  might  have  heen  (Stained  throngh  any  or  all  of  the 
following:  (a)  high  rental  rates;  (b)  economy  in  mauagement  and  opera- 
tion; oi  (c)  failure  to  provide  a  reserve  for  depreciation,  bnt  as  a  com- 
parison with  contemporaneous  rates  of  other  companies  similarly  cir- 
cumstanced indicated  that  in  not  a  single  instance  had  the  applicant's 
rates  exceeded  those  of  other  companies  and  as  most  of  its  rates  bad  been 
lower  thui  those  of  the  other  companies,  the  Commission  was  certain, 
althougfa  a  comparison  of  rates  is  not  necessarily  conclusive,  that  appli- 
cant's rates  had  never  been  excessive  or  unreasonable ; 

That  the  unusually  high  rate  of  return  resulted  chiefly  from  economy 
of  management  at  reasonable  rates,  although  to  some  extent  the  company 
had  failed  to  provide  adequately  for  reserve  for  depreciation  and  to  this 
extent  excessive  dividends  had  been  paid; 

That  the  company  was  entitled,  in  order  that  it  mi^t  have  just  com- 
pensation, to  a  fair  return  on  the  reasonable  value  of  its  property  in 
use  and  useful  to  the  public; 

That  dividends  should  equal  an  amount  not  less  than  7  per  cent,  of 
the  fair  value,  or  $770; 

That  to  allow  the  company  a  reasonable  retom  the  increase  in  business, 
residence  and  rural  rates  and  the  additimial  charges  for  extension  tele- 
phones, extension  bells  and  desk  seta  set  forth  in  the  schedule  framed 
by  the  Commission  should  be  authorized ; 

That  the  applicant  should  be  authorized  to  provide  by  rule  that  its 
exchange  rates  should  be  due  and  payable  on  or  before  the  fifteenth  of 
the  month  in  which  service  was  rendered  and  that  its  rural  rates  should 
be  due  and  payable  quarterly  in  advance,  payment  to  be  made  daring  the 
first  month  of  the  quarter. 

Ebport. 
The  Salem  Telephone  Comfiany  operates  a  local  exchange 
in  the  city  of  Salem,  together  with  rural  lines  connecting 
therewith.  By  a  formal  application  filed  with  this  Board, 
that  company  asks  authority  to  increase  rates  for  all  classes 
of  telephone  service.  In  its  application  the  company  shows 
that  the  rates  at  present  in  effect  are  as  follows : 

Business,  main  line,  per  month $1  50 

Residence,  ma'n  line,  per  month 1  00 

Residence,  party  line,  per  month 90 

Rural,  party  line,  per  month 1  00 
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The  company  requests  authority  to  put  into  effect  rates 
as  follows: 

Business,  main  line,  per  month $2  25 

R«sidence,  main  line,  per  month 1  2S 

R«sidencc,  p&rty  line,  per  month 1  10 

Rural,  party  line,  per  month 1  50 

Desk  sets,  additional,  per  month 25 

Extension  sets,  per  month 25 

The  application  was  assigned  for  hearing  and  came  on 
regularly  to  be  heard  at  Salem,  South  Dakota.  At  the  hear- 
ing the  company  was  represented  by  its  secretary,  Mr.  S. 
M.  Gilbert,  and  the  subscribers  were  represented  by  their 
attorneys,  Mr.  E.  H.  Wilson  of  Salem,  and  Mr.  F.  W. 
Mitchell  of  Mitchell,  South  Dakota. 

In  1900  the  Salem  Telephone  Company  completed  its 
organization  and  began  to  furnish  telephone  service  to  the 
people  of  Salem  on  May  15  of  that  year.  The  company 
commenced  business  with  a  paid  up  capital  stock  of  $1,750. 
No  further  sale  of  stock  has  been  made.  However,  the  com- 
pany in  1902  issued  its  stockholders  additional  stock  as  a 
stock  dividend  amounting  to  $1,750,  and  again  in  1909  there 
was  issued  a  stock  dividend  amounting  to  $7,000.  The  out- 
standing capital  stock  was,  on  December  31,  1917,  and  at 
the  time  of  the  hearing,  $10,500.  In  other  words,  $1,750,  the 
amount  of  cash  received  from  the  sale  of  stock,  represents 
the  actual  cash  investment  made  by  the  stockholders  of  the 
company. 

Mr.  Gilbert,  on  behalf  of  the  company,  testified  that  an 
inventory  of  the  plant  had  not  been  taken  and  that  a  valu- 
ation of  the  property  had  not  been  made,  but  that  a  fair 
value  of  the  plant  would  at  least  equal  the  amount  of  the 
capital  stock  outstanding,  or  $10,500.  Subsequent  to  and 
as  a  result  of  the  hearing,  the  company  submitted  an  inven- 
tory and  a  map  or  plat  showing  the  location,  quantity,  size 
and  class  of  equipment  used  in  the  construction  of  the  plant, 
together  with  a  statement  showing  its  estimate  of  the  repro- 
duction cost  new  to  be  $18,250.31.  On  instructions  issued 
by  this  Board,  our  engineering  department  made  a  earefnJ 
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investigation  of  the  plant  and  equipment  and  submitted  a 
statement  in  detail  showing  a  reproduction  value  new  of 
$14,836,  and  a  reproduction  cost  less  depreciation,  or  pres- 
ent value,  of  $11,764.  The  company,  in  arriving  at  a  valu- 
ation, used  the  current  prices  for  material  and  labor,  while 
the  unit  costs  applied  by  our  engineering  department  were 
average  costs  as  determined  from  a  study  of  prices  actually 
paid  during  the  years  1912-1916,  inclusive.  It  also  appears 
that  the  company  listed  a  large  number  of  poles  of  a  greater 
diameter  than  found  to  be  actually  in  use.  The  method  used 
by  our  engineer,  based  upon  average  cost  for  a  period  of 
years,  produces  a  result  more  nearly  representing  normal 
conditions,  and  we  consider  such  method  fairly  equitable 
to  both  the  company  and  its  patrons,  whereas,  on  the  other 
hand,  to  adopt  the  telephone  company's  method  of  basing 
value  upon  current  prices  as  applied  to  both  labor  and 
materials,  reflecting  as  such  prices  do  the  abnormal  con- 
ditions brought  about  by  the  war  and  which  at  best  may  be 
considered  as  temporary,  would,  we  feel,  be  very  unfair  to 
tlie  patrons  of  the  company.  Upon  our  instruction  after 
the  hearing,  our  statistical  department  made  a  very  careful 
and  thorough  investigation  of  the  books  and  accounts  of 
the  company.  That  investigation  disclosed  that  the  records 
of  the  company  were  exceptionally  well  kept  and  that, 
beginning  with  the  year  1914,  the  books  were  kept  in  accord- 
ance with  the  uniform  system  of  accounts  for  telephone 
companies  as  promulgated  by  this  Board.  It  appears  that 
previously  to  1914  the  disbursements  were  not  classified 
so  as  to  show  the  amount  expended  for  operating  expenses 
and  construction  separately.  Consequently,  it  was  neces- 
sar>'  for  the  statisticians  to  use  their  own  judgment  in 
classifying  the  disbursements  up  to  that  time.  All  items  of 
disbursements  were  carefully  scrutinized  and  separated, 
and  such  amounts  apportioned  to  construction  as  the  facts 
warranted,  and  from  the  results  submitted  it  appears  that 
the  record  or  book  cost  of  the  plant  on  December  31,  1917, 
was  $12,315.56.  For  the  purposes  of  this  case,  and  as  a 
basis  for  fixing  the  rates  to  be  charged  for  the  future,  after 
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a  earefal  and  exhtfUstive  examination  of  the  evidence,  we 
find  and  approve  a  valuation  of  this  plant  at  $11,000. 

The  following  statement  shows  disbursements  from  date 
of  organization,  March  9, 1900,  to  December  31,  1917 : 
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The  items  covering  operating  expenses  as  shown  in 
column  No.  2  of  the  statement  were  obtained  after  a  careful 
examination  of  the  books,  vouchers  and  original  data  in  the 
possession  of  the  company,  and  classified  in  a  manner  sim- 
ilar to  that  previously  outlined  in  connection  with  coustmo- 
tion  costs,  column  No.  1.  Taxes,  as  shown  in  column  No. 
3  are,  with  the  exception  of  a  few  years  prior  to  1910,  the 
amounts  actually  paid.  In  column  No.  4  is  shown  the  actual 
cash  dividends  paid.  In  column  No.  6  is  shown  the  esti- 
mated depreciation  for  such  period,  based  upon  6  per  cent 
of  the  record  or  book  cost. 

In  regard  to  the  returns  received  by  the  stockholders  in 
the  company,  some  discussion  is  deemed  necessary.  The 
annual  cash  dividends  paid  to  and  received  by  the  stock- 
holders from  1900  to  1914,  inclusive,  based  upon  the  record 
or  book  cost,  vary  from  2.9  per  cent,  to  39.2  per  cent.,  with 
an  average  of  11.9  per  cent,  for  the  entire  period.  From 
1915  to  1917,  inclusive,  the  cash  dividends  paid  average 
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7.1  per  cent.,  while  from  1900  to  1917,  inclusive,  the  average 
annual  cash  dividend  was  10.6  per  cent.  The  record  or 
book  cost  of  the  plant  as  shown  is  $12,315.56.  If  this  cost 
is  reduced  by  $1,750,  the  amount  of  cash  invested,  and  by 
$6,742.56,  the  amount  of  estimated  depreciation,  it  will  be 
found  that  the  total  earnings  invested  in  plant  amount  to 
$3,823.  If  this  amount  is  added  to  the  cash  dividends 
actually  paid,  $13,142.50,  it  clearly  appears  that  the  total 
return  received  on  the  investment  amounts  to  $16,965.50, 
which  results  in  an  annual  return  based  on  record  costs  of 
13.7  per  cent,  while,  if  the  return  is  based  upon  the  actual 
cash  invested  by  the  stockholders,  the  annual  cash  divi- 
dends would  be  41.7  per  cent.,  and  the  average  annual 
return  from  cash  dividends  and  investment  from  earnings 
of  53.8  per  cent.  The  average  annual  return  of  13.7  per 
cent,  on  the  investment  is  considerably  higher  than  the  per- 
centage usually  allowed  on  investments  in  public  utilities. 
This  unusually  high  rate  of  return  could  he  obtained 
through  any  or  all  of  the  following  causes:  (1)  high  rental 
rates,  (2)  economy  in  management  and  operation,  (3)  fail- 
ure to  provide  a  depreciation  reserve  fund. 

1.  High  Rental  Bates. 

In  connection  with  the  first  cause,  higher  rental  rates, 

the  evidence  shows  that  the  rates  adopted  on  April  9, 1900, 

and  put  into  effect  oh  May  15,  1900,  and  continued  until 

September  1, 1913,  were  as  follows : 

Bnainess,  per  month,  per  'phone $2  00 

Business  and  residence  coroMned,  per  month,  per  'phone. ...  2  60 

Reaidence,  main  line,  per  mouth,  per  'phone 1  00 

Etesidence,  party  line,  per  month,  per  'phone 76 

On  September  1, 1913,  the  following  rates  were  adopted  by 
the  company  and  filed  with  this  Board  in  compliance  with  an 
order'  to  eliminate  discrimination  existing  on  account  of 
the  combined  business  and  residence  rate : 


*  See  Commission  Leaflet,  No.  22,  p.  ! 
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Business,  main  line,  per  month,  per  'phone $1  5fl 

Business,  party  line,  per  month,  per  'phone 1  35 

Residence,  main  line,  per  month,  per  'phone 1  00 

Residence,  party  line,  per  month,  per  'phone 90 

Raral  party  line,  per  month,  per  'phone 1  00 

For  the  purpose  of  showing  comparison  of  the  rental  rates 
of  this  company  vnth  the  rental  rates  charged  by  some  of 
the  companies  operating  in  this  State  that  have  been 
examined  during  the  past  year,  we  have  set  up  the  following 
table : 
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The  comparison  of  the  rates  of  the  Salem  Telephone 
Company  with  those  of  the  other  companies  shown  indicates 
that  the  rates  charged  by  the  Salem  Telephone  Company 
do  not  in  a  single  instance  exceed  the  rates  of  the  other 
companies,  but  on  the  other  hand  it  appears  that  most  of 
the  said  company's  rates  are  lower-  The  rates  of  many 
other  companies  could  have  been  cited,  in  fact  the  rates  of 
all  of  the  companies  operating  in  towns  the  size  of  Salem 
might  have  been  used,  and  the  showing  would  have  been  in 
favor  of  the  rates  charged  by  the  Salem  Telephone  Com- 
pany. While  a  comparison  of  rates  is  not  necessarily  con- 
clusive, we  are  quite  clearly  of  the  opinion  that  the  rates 
of  the  Salem  Telephone  Company  from  the  date  of  its 
organization  to  the  present  time  have  never  been  excessive 
or  unreasonable. 

2.  Economy  in  Management  and  Operation. 

It  appearing  that  the  rental  rates  of  the  company  in  the 

past  have  been  lower  than  those  charged  by  other  companies 
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similarly  situated,  and  that  they  have  at  the  same  time 
paid  a  cash  dividend  and  added  a  considerable  amount 
to  their  investment  from  earnings,  the  conclusion  is 
unavoidable  that  the  company  was  economical  in  the  man- 
agement and  operation  of  the  plant.  It  clearly  appears  that 
the  low  cost  of  operation  in  the  past  was  due  to  the  low 
salaries  and  compensation  paid  for  management  and  repair 
work.  It  is  clearly  shown  that  the  company  paid  its  man-' 
ager  $30.00  per  month  for  the  furnishing  of  a  central  office, 
light  and  heat,  and  for  the  performance  of  the  duties  of 
operator  and  manager;  that  this  amount  was  increased  to 
$40.00  per  month  on  January  1,  1905,  and  again  increased 
to  $50.00  per  month  on  May  1,  1908,  and  further  increased 
to  $80.00  per  month  on  May  1,  1909,  and  to  $100  per  month 
on  December  1,  1912.  In  addition  to  the  above  salary,  the 
manager  received  as  compensation  the  entire  amount  of 
commission  on  toll  messages.  No  record  was  kept  of  the 
amount  of  these  commissions  prior  to  November  1,  1916. 
Prior  to  1911  no  compensation  of  any  kind  was  paid  to 
the  directors,  and  the  average  salary  paid  the  secretary, 
including  the  cost  of  stationery  supplied  by  him,  amounted 
to  $18.36  per  year  from  1900  to  1914.  The  wages  paid  the 
manager  for  line  repair  work  from  1900  to  1914  averaged 
$253.98  per  year.  It  likewise  appears  that  much  of  the 
labor  in  managing  and  operating  the  plant  was  performed 
by  the  directors  and  officers  of  the  company  without  com- 
pensation. Consequently  a  very  low  cost  of  management 
and  operation  results.  This  low  cost  of  operation  must  of 
necessity  be  reflected  in  the  net  earnings  of  the  company,, 
and  it  quite  clearly  appears  that  the  unusually  high  rate  of 
return  shown  to  have  been  received  by  the  stockholders  of 
the  company  was  largely,  if  not  entirely,  brought  about  by 
the  fact  that  the  labor  going  into  the  management  and 
operation  of  the  plant  was  not  paid  for  direct,  out  of  the 
earnings  of  the  company,  but  rather  that  the  officers  and 
stockholders  of  the  company  received  compensation  for 
labor  performed  in  dividends  instead  of  being  compensated 
in  the  usual  manner. 
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3.  Depreciation  Resebve. 
The  evidence  clearly  shows  that  the  company  has  failed 
to  adequately  provide  for  taking  care  of  depreciation.  To 
the  extent  of  its  failure  in  this  connection,  excessive  divi- 
dends were  declared  and  paid.  We  have  gone  into  the 
matter  of  return  received  by  the  stockholders  in  some  detaU, 
.  for  the  reason  that  the  attorneys  on  behalf  of  the  sub- 
scribers strenuously  contended  that  a  large  portion  of  the 
plant  [was]  so  constructed.  We  do  not  feel  that  this  con- 
tention can  be  sustained.  We  are  more  concerned  in  the 
determination  of  a  fair  value  of  the  property  in  use  and 
useful  than  we  are  in  how  it  was  acquired.  Pond,  on  Public 
Utilities,  pages  483,  484,  says : 

"  While  all  accurate  available  evidence  of  the  ori^nal  cost  as  well  as 
the  cost  of  reproduction  is  desirable  and  helpful  in  determining  the  ext«Dt 
of  actual  investment  necessary  to  render  the  service  in  any  particalar 
case,  neither  these  nor  the  amount  of  capitalization  are  conclusive.  The 
present  market  value  of  the  plant  or  its  worth  as  a  going  concern  is  the 
ultimate  practical  basis  for  determining  the  value  of  the  investment  upon 
which  to  fix  a  rate  which  will  produce  a  fair  return.  The  investment  is 
the  actual  market  value  of  the  property  which  is  being  used  for  the  public 
and  is  useful  or  necessary  at  the  time  to  render  the  service." 

The  Supreme  Court  of  the  United  States  in  Smyth  v. 
Ames,  169  U.  S.  546,  42  L.  Ed.  849,  18  Sup.  Ct.  Bep.  418, 
held  that, 

"the  basis  of  calculation  is  the  fair  value  of  the  property  nsed  for  the 
convenience  of  the  public," 

and  that  Court  stated  in  San  Diego  Land  and  Town  Com- 
pany V.  National  City,  174  U.  S.  757, 43  L.  Ed.  1161, 19  Sup. 
Ct.  Rep.  804: 

"  What  the  company  is  entitled  to  demand  in  order  that  it  may  have  just 
compensation  is  a  fa'r  return  upon  the  reasonable  value  of  the  property 
at  the  time  it  is  being  used  for  the  public." 

The  Pennsylvania  Supreme  Court,  in  Bryner  v.  Butler 
Water  Company,  179  Pa.  231,  36  Atl.  249-251,  held  that, 

"In  determining  the  amount  of  investment  by  the  stockholders,  it  can 
make  no  difference  that  money  earned  by  the  corporatiou,  and  in  a  poet- 
tion  to  be  distribated  by  dividend  among  its  stookboldera,  was  nsed  to  pay 
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for  unprovements  and  stock  issued  in  lieu  of  cash  to  the  stoekholden.  It  is 
not  neeesMuy  that  the  money  ahonld  first  be  paid  to  the  stockholder  and 
then  returned  by  him  in  payment  for  new  stock  issued  to  him.  The  net 
eamingB,  in  equity,  belonged  to  him,  and  stock  issued  to  him  in  lien  of  the 
money  so  used  that  belonged  to  him  was  iasned  for  value  and  reprecMtita 
an  actual  investment  by  the  holder." 

Ofbbatinq  Expenses. 
The  operating  expenses  of  the  company  for  the  year 
ended  December  31,  1917,  are  shown  below,   and  were 
secured  from  the  records  of  the  company  by  the  Commis- 
sion's statisticians. 

Maintenance  $2,186  74 

Depiwjiation 738  93 

Operators'  wages 1,2&4  37 

Other  traffic  expenses 106  68 

General  expenses 1,749  17 

TOTAL  $6,046  89 

The  company  paid  taxes  for  the  same  year  in  the  amoimt 
of  $249.40,  making  the  total  for  operating  expenses  and 
taxes  $6,295.29.  The  amount  paid  for  maintenance  in  the 
sum  of  $2,186.74  appears  to  be  very  high.  In  giving  the 
amounts  charged  to  maintenance  proper  consideration,  it 
appears  conclusively  that  many  of  said  items  should  have 
been  charged  against  depreciation  and  in  some  instances 
were  proper  charges  to  the  capital  account.  If  such  items 
are  properly  eliminated,  it  is  indicated  that  $1,360  will  be 
a  sufficient  amount  to  allow  for  maintenance.  likewise,  the 
amount  of  $1,749.17,  covering  general  expenses,  appears  to 
•be  excessive.  Included  within  this  amount  is  $150  for 
expenses  of  directors'  meetings.  It  appears  that  the  policy 
of  the  company  is  to  require  directors*  meetings  monthly. 
With  a  company  the  size  of  the  one  under  consideration  we 
do  not  consider  such  frequent  meetings  necessary.  We  feel 
that  $75.00  per  year  will  meet  the  requirements  in  this 
connection.  In  regard  to  the  compensation  paid  the  col- 
lector and  treasurer  there  is  also  some  question. 
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Having  given  due  consideration  to  the  requirements  of 
the  company,  we  have   set  up  as  reasonable  operating 
expenses  the  following  items : 

Maintenance  $1,350  00 

Depreciation,  7  per  cent,  on  $11,000 770  00 

Operators'  wages 1,315  00 

Other  traffic  expenses -■. . .  170  00 

Oeneral  expenses 1,420  00 

Taxes  250  00 

TOTAL   $5,275  00 

It  will  be  noted  that  an  allowance  of  $770  has  been  made 
to  cover  depreciation.  The  question  of  making  an  allow- 
ance to  take  care  of  plant  and  equipment  is  so  well  settled 
at  this  time  that  we  do  not  consider  it  necessary  to  cite 
authority  on  the  question.  We  consider  that  an  allowance 
of  7  per  cent,  on  the  fair  value  of  the  plant  as  found  herein 
is  ample  and  reasonable.  The  number  of  telephone  instru- 
ments installed  by  the  Salem  Telephone  Company  and  in 
service  within  the  city  of  Salem  and  on  its  rural  lines  were, 
on  December  31, 1917,  as  follows : 

Old  Number  of 

Class                                                           Rate  Telephones  Revenue 

Business,  mainline,  desk... $150  25  $450  00 

Bnsiness,  main  line,  wall 1  50  37  666  00 

Residence,  main  line,  desk 100  8  9600 

Residence,  main  line,  wall 1  00  116  1,392  00 

Residence,  party  line 90  18  194  40 

Reduced  rate  70  5/6               8  68  00 

Extension  sete  25  3  9  00 

Extension  bells   3     

Rural  party  line 1  00  58  696  00 

Switching  rural  telephones 3  00  197  591  00 

Switching  rural  telephones 2  25  85  191  25 

Commission  on  toll  mesfwy^es 1,070  90 

TOTAL   -.        ^,424  65 

If  we  apply  the  operating  expenses  to  this  revenue,  we 
find  a  balance  of  $149.55,  which  may  be  used  for  the  pur- 
pose of  compensating  the  investor  in  the  form  of  dividends. 
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We  believe  that  the  dividends  should  equal  an  amount  not 
less  than  7  per  cent,  of  the  value  of  the  plant,  or  $770.  It 
clearly  appears  from  the  foregoing  that  if  the  said  tele- 
phone company  is  to  be  allowed  a  reasonable  return  on  the 
fair  value  of  the  property,  some  part  of  its  petition  for  an 
increase  in  rates  must  be  allowed.  Therefore,  we  have 
reconstructed  its  revenue  accounts  on  the  following  basi-s : 

25  business  main  line  desk  telepbones  at  $2.00 $660  00 

37  bnunesB  main  line  wall  telephones  at  $1.76 770  00 

6  residence  main  line  desk  telephones  at  tl.2S 120  00 

116  residence  main  line  wall  telephones  at  $L10 1,531  20 

26  residence  party  line  telephones  at  $1.00 312  00 

3  extension  sets  at  50  cents 18  00 

3  extension  bells  at  25  cents 9  00 

58  raral  party  line  telephones  at  $1.25 870  00 

Switching  97  rural  party  line  'phones  at  25  cents 691  00 

Switcb-ng  85  raral  party  line  'phones  at  18%  cents 191  25 

Commission  on  toll  messages 1,070  90 


TOTAL  "$6,090  35 


•An  error  of  $300  is  apparent. 

Taking  the  operating  expenses  as  previously  shown, 
which  included  an  allowance  for  depreciation  and  taxes, 
and  adding  thereto  the  amount  of  $770  as  a  proper  and 
reasonable  return,  gives  us  a  total  of  $6,045,  leaving  a  net 
surplus  of  $45.35. 

After  a  careful  examination  of  all  of  the  testimony  in 
this  case,  we  are  of  the  opinion,  and  find,  that  the  rates  of 
the  Salem  Telephone  Company  for  the  future,  and  until 
the  further  order  of  this  Board,  should  not  exceed  the 
following: 

Business,  main  line  wall  set,  per  month,  per  telephone $1  76 

Residence,  main  line  wall  set,  per  month,  per  telephone. .....  1  10 

Residence  party  line  wall  set,  per  mouth  per  'pbone 1  00 

Bnral  party  line,  per  month,  per  telephone 1  26 

Extension  sets;  per  month,  per  telephone 50 

ExtenMon  bells,  per  month,  per  telephtme 26 


DigilizcdbyCOOglc 


1130      South  Dakota  Boabd  of  Railroad  Commissionebs. 

[s 
with  an  additional  charge  of  ^  cents  per  month,  per  tele- 
phone, for  desk  sets,  any  type,  said  exchange  rates  to  be 
due  and  payable  on  or  before  the  fifteenth  day  of  the  month 
in  which  service  is  rendered,  and  the  rural  party  line  rates 
to  be  due  and  payable  quarterly  in  advance,  payment  to  be 
made  daring  the  first  month  of  the  quarter,  and  that  these 
rates  shoiild  be  made  effective  on  February  1,  1919. 

As  conclusions  of  law  from  the  foregoing  facts,  the  Board 
now  finds  and  decides  that  an  order  be  made  and  entered 
in  this  proceeding  approving  the  schedule  of  rates  last 
above  named,  effective  as  of  February  1,  1919. 

Done  in  regular  session  at  the  city  of  Pierre,  the  Capital, 
on  this  twenty-first  day  of  January,  1919. 

Obdbb. 

In  this  case,  the  Board  having  completed  its  investiga- 
tion, and  on  this  date  made  and  filed  its  report  containing 
its  findings  and  conclusions,  a  copy  of  which  is  hereunto 
annexed,  hereby  referred  to  and  made  a  part  hereof,  and 
this  Board  being  fully  advised  in  the  premises,  and  suffi- 
cient cause  for  this  order  appearing, 

It  is  ordered,  considered  and  adjudged.  That  the  Salem 
Telephone  Company  be,  and  it  is,  hereby  granted  authority 
to  establish  and  put  into  effect  rates  for  telephone  rentals 
and  for  telephone  service  in  connection  therewith,  at  and 
in  the  vicinity  of  Salem,  South  Dakota,  to  become  effective 
February  1,  1919,  not  exceeding  for  each  class  of  service 
the  following  amounts : 

Business,  main  line  wall  set,  per  month,  per  telephone $1  75 

Residence,  nuun  line  wall  set,  per  month,  per  telephone 1  10 

Residence  partj^  line  wall  set,  per  month,  per  telephone 1  00 

Rnral  party  tine,  pet  month,  per  telephone 1  25 

Extenraon  sets,  per  month,  per  telephone 60 

Extension  bells,  per  month,  per  telephone 2S 

Additional  charges  for  desk  set,  per  month,  per  telephone 2S 


Digilizcd  by  Google 


Afplicatios  of  Salem  Tblbphonb  Co.  1131 

C   L.  87] 

/( is  further  ordered,  considered  and  adjudged,  That  the 
said  Salem  Telephone  Company  may  provide  by  rule  that 
its  said  exchange  rates  shall  be  due  and  payable  on  or 
before  the  fifteenth  of  the  month  in  which  service  is  ren- 
dered, and  that  the  said  rural  party  line  rates  shall  be  due 
and  payable  quarterly  in  advance,  payment  to  be  made 
during  the  first  month  of  the  quarter. 

January  21,  1919. 
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State  Oorporation  Oomminion. 

Commonwealth  of  Virginia  ex  rel.  Boakd  op  Supbsvisoes 
OF  Russell  County  et  al.  v.  McFaddin  Telephohe 
Company,  Incorporated. 

Case  No.  632. 
Decided  June  12,  1918. 

Ooutmctioii  of  Metallic  Toll  Una  In  Uan  ot  Oromdad  Oimit  ToD 

Una,  to  Prarrait  Elactrical  Interf  aranca  from  TnuumiMian  IAbm, 

Ordared  —  Portloii  of  Ooit  to  ba  Paid  by  Traumlssioa  Oom- 

pany,   by  Agraemant,   Approrad  —  Oompuiy   Ordarad  to 

Metalllclie  Sabacribars'  Olrcnits  —  Policy  of  Oommla- 

Blon  in  OMta  of  Intarfonaca  Botwean  TruW' 

minion  Una  and  Oroiindad  Tala- 

pbone  Unas  OoUinad. 

Complaint  alleged  that  the  service  furnished  by  the  defendant  in  (be 
counties  of  Rnssell  and  Washington  was  defleient  and  inadequate. 

The  Conunission  found  that  the  service  of  the  defendant  was  inadequate 
to  meet  the  demands  of  that  part  of  a  proaperons  and  pTogressive  cmn- 
mnnity  desiring  and  needing  modem  methods  of  communication  altbough 
perhaps  satisfying  those  citisens  to  whose  bosinesa  prompt  and  efBcient 
service  was  not  essential  and  who  preferred  low  rates  and  slow  service  to 
an  adequate  rate  and  good  service.  The  Conunission  further  found  that 
the  rental  rates  charged  by  the  defendant  was  inadequate  for  the  mainte- 
nance and  necessary  extensions  of  a  telephone  service  properly  taking  care 
of  the  needs  of  the  community,  that  its  income  was  far  below  the  averse 
per  telephone  in  the  State  and  sufficient  allowance  had  not  been  made  for 
the  costs  of  operation  and  maintenance  and  to  cover  reserve  for  deprecia- 
tion, obsolescence  and  extensions,  not  to  mention  a  proper  return  upon  the 
investment. 

The  defendant  contended  that  the  Appalachian  Power  Company  had 
constructed  a  high  tension  line  along  the  public  road  between  the  towns 
of  Lebanon  and  Honaker  for  the  purposes  of  supplying  electric  cnneot  to 
the  Lebanon  Light  Company  to  li^t  the  streets  and  buildings  of  the  county 
seat;  that  this  high  tenwon  line  would,  when  current  was  tnmed  on, 
destroy  the  efficiency  of  the  grounded  telephone  wire  of  the  defendant 
along  the  same  roadway  connecting  the  two  towns  mentioned;  that  the  real 
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motive  for  the  complftint  was  to  force  the  defendant  to  construct  a  metallic 
tine  which  would  not  he  injured  by  its  proximity  to  the  high  tension  system, 
since  if  sneh  action  were  not  taken  the  power  company  or  the  light  com- 
pany would  be  liable  for  the  damages  suffered  by  the  grounded  telephone 


Htld :  That  it  was  highly  desirable  for  the  good  of  the  community  that 
power  companies  be  encouraged,  with  due  regard  always  to  the  existing 
prior  rights  of  the  telephone  enterprises; 

That  the  Commission  would  require  as  occasion  might  arise  such  recon- 
Btmction  of  telephone  lines  as  would  enable  power  companies  to  exist  and 
operate  without  being  forced  to  bear  exi^essivc  financial  burdens,  and  that  it 
would  be  a  matter  for  determination  in  each  individual  case  as  to  that  part 
of  the  expense  of  changing  the  telephone  system  from  grounded  circuit  to 
metallic  circuit  lines  to  be  borne  by  the  power  companies ; 

That  the  defendant  should  be  required  to  construct  a  metallic  circuit 
between  the  towns  of  Lebanon  and  Honaker,  the  amount  to  be  paid  by  the 
Appalachian  Power  Company  or  the  Lebanon  Light  Company  to  the 
defendant  in  this  instance  to  be  $500  as  had  been  agreed  upon  between  the 
parties ; 

That  as  defendant  had  admitted  that  its  local  service  in  the  towns  of 
Lebanon  and  Honaker  was  nnsatisfactory  it  should,  as  it  agreed,  rebuild 
its  switchboards  and  put  in  metallic  circnits  to  serve  its  subscribers  in  those 
towns;  and  as  it  was  also  admitted  that  the  present  grounded  circuit 
service  between  Lebanon  and  Honaker  was  unsatisfactory,  especially  be- 
cause there  were  on  this  line  certain  locai  subscribers  whose  use  of  the 
system  interfered  with  connections  between  the  towns,  defendant  should 
construct  a  grounded  line  free  of  all  intermediate  subscribers; 

That  the  contention  of  the  defendant  that  it  was  receiving  the  highest 
rate  for  telephone  service  that  its  patrons  were  willing  to  pay  and  that  if 
it  were  forced  to  rebuild  its  lines  it  would  be  unable  to  secure  enough 
revenue  even  to  maintain  its  system,  stilt  less  to  secure  a  reasMiable  rate 
on  the  increased  investment,  was  a  mistaken  idea,  for  the  telephone  once 
installed  is  practically  a  necessity  of  life  and  very  rarely  is  it  discarded 
even  when  rates  are  increased.  As  the  income  of  the  defendant  per  tele- 
phone was  BO  much  lower  than  the  average  in  the  State  a  substantial 
increase  in  chaises  would  not  constitute  an  unreasonable  burden  upon  the 
subscribers  i 

That  it  is  clearly  the  best  policy  for  the  State  through  the  Commission  to 
encourage  in  evei^  possible  way  the  construction  and  maintenance  of  ade- 
quate telephone  service,  which  contributes  so  much  to  the  prosperity,  con- 
venience, social  intercourse  and  happiness  of  any  community;  therefore 
the  Commission  wonld  enter  an  order  requiring  the  construction  of  a 
metallic  circuit  free  of  intermediate  subscribers  between  the  towns  of 
Lebanon  and  Honaker,  the  installation  and  operation  of  metallic  circuits, 
the  iaatallation  of  a  oev  switchboard  at  Lebanon  and  repairs  to  the 
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switchboard  st  Honaker  bo  aa  to  give  reasonably  satisfactory  serriee,  and 
woold  reqnire  regular  reports  by  the  company  aa  to  the  progress  of  this 
work; 

That  the  lines  of  the  company  between  Lebanon  and  Hansonville  and 
between  Lebanon  and  Cleveland  should  be  kept  in  good  repair  with  neces- 
sary equipment  and  with  adequate  long  distaoce  connections  at  Honaker 
and  service  with  The  Western  Union  Tel^rapb  Company  at  Cleveland ; 

That  the  company  should  keep  on  duty  a  tronbleman  to  receive  com- 
plaints and  make  repairs  with  reasonable  dispatch,  and  that  the  number 
of  telephones  on  each  line  should  be  limited  to  such  number  as  would 
make  the  service  reasonably  good;  , 

That  the  Comniission  would  be  wiUii^,  upon  application  of  the  defend- 
ant, to  admit  for  filing  and  to  put  in  force  a  revised  rate  schedule  which 
would  be  reasonable  and  sufficient. 

Opinion. 

This  proceeding  is  a  complaint  of  deficient  and  inade- 
quate service  rendered  in  the  operation  of  its  telephone 
lines  in  the  counties  of  Russell  and  Washington  by  the 
defendant,  which  is  a  public  service  corporation,  duly 
chartered  under  the  laws  of  this  State,  and  granted  a  fran- 
chise by  the  board  of  supervisors  of  the  county  of  Bnssell 
in  November,  1913. 

The  Commission's  engineer  has  inspected  the  lines  and 
investigated  complaints  on  the  ground;  public  hearings 
h^ve  been  held  before  the  Commission  in  Richmond,  and 
considerable  testimony  was  presented  as  to  the  nature  of 
the  service  given  by  the  company  to  its  patrons,  together 
with  arguments  of  counsel.  Naturally  there  was  some  con- 
flict of  opinion.  The  situation  as  presented  by  the  witnesses 
is  common  to  rural  communities  where  telephone  service 
had  a  small  beginning  and  has  been  gradually  developed. 
It  is  simply  this :  that  the  service  given  fay  the  company  is 
inadequate  for  the  demands  of  that  part  of  a  prosperous 
and  progressive  community  desiring  and  needing  modem 
methods  of  communication,  although,  perhaps,  satisfying 
those  citizens  to  whose  business  prompt  and  efficient  service 
is  not  essential,  and  who  prefer  low  rates  and  slow  service 
to  an  adequate  rate  and  good  service. 

It  is  very  clear  that  the  rental  rates  charged  by  the 
McFaddin   Telephone   Company  are  inadequate  for  the 
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maintenance  and  necesea'ry  extensions  of  a  telephone  serv- 
ice properly  taking  care  of  the  needs  of  the  commnnity.  Its 
income  is  far  below  the  average  per  telephone  in  this  State, 
and  the  wonder  is, that  it  has  been  able  to  exist  at  all  under 
the  circumstances.  It  is  quite  evident  that  the  services  of 
members  of  one  family  have  not  been  counted  in  the 
expenses  of  operation,  and  that  insufficient  allowance  has 
been  made  for  the  costs  of  maintenance  and  to  cover  depre- 
ciation, obsolescence  and  extensions,  not  to  mention  a 
proper  return  upon  the  investment. 

Evidence  presented  before  the  Commission  in  behalf  of 
the  defendant  is  to  the  effect  that  a  power  company  has 
constructed  a  high  tension  line  along  the  public  road 
between  the  towns  of  Lebanon  and  Honaker  in  the  county 
of  Russell,  for  the  purpose  of  supplying  electric  current  to 
the  Lebanon  Light  Company  to  light  the  streets,  homes  and 
business  places  of  the  county  seat  This  high  tension  line 
■will,  when  current  is  turned  on,  destroy  the  efficiency  of 
the  grounded  telephone  wire  of  the  McFaddin  Telephone 
Company  along  the  same  roadway  and  connecting  the  two 
towns  mentioned,  and  it  is  claimed  in  behalf  of  the  defend- 
ant that  the  real  motive  for  the  complaint  made  by  the 
board  of  supervisors  in  this  case  is  to  force  the  McFaddin 
Telephone  Company  to  construct  a  metallic  line,  which 
would  not  be  injured  by  its  proximity  to  the  high  tension 
system.  It  is  stated  that  if  such  action  is  not  taken  the 
power  company,  or  the  light  company,  would  be  liable  for 
the  damages  suffered  by  the  grounded  telephone  system. 

On  this  question  we  find  cases  in  which  differing  conclu- 
sions are  reached.  In  an  opinion  by  the  Iowa  Board  of 
Bailroad  Commissioners,  in  a  general  case  in  regard  to 
electrical  interference  between  transmission,  telephone  and 
telegraph  lines  (P.  U.  R.  1917B,  p.  800),'  it  was  held: 

"A  telephone  or  tel^raph  company,  becapse  of  prior  occaponey,  does 
not  bave  a  ri^t  in  bhe  highway  enperior  to  that  of  a  company  faeilitatii^ 
ordinary  travel. 


*  Re   EUctric<U    Inttrftrewie    hctween    Trantmiasion,    Telephone,    cmd 
Telegraph  Lutee,  Comminion  Leaflet  No.  64,  p.  917. 
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Bat  ft  telephone  or  telegraph  compttn^  haTing  prior  occnpaney  does 
have  a  right  in  the  highway  saperior  to  that  of  another  telephone  or 
electric  company  e^iercising  an  eqaal  or  similar  franchise.  This  superiority 
does  not  go  to  the  extent  of  giving  an  ezclnsive  right  to  the  first  CMnpaoy. 
Bat  this  superiority  does  carry  with  it  the  right  to  be  protected  from 
anreasonable  interference  by  the  latter  company. 

A  telephone  or  tel^raph  ccanpany,  having  been  the  first  to  boild  its 
line  in  a  given  public  highway  or  along  a  certain  private  right  of  way  is 
entitled  to  continue  the  usual,  ordinary  occupation  of  its  plant  in  that 
location  without  any  interference  of  a  substantial  character  frcHn  any 
transmission  line  constructed  at  a  later  date  in  close  proximity  to  its  said 
line.    *    *■  * 

It  is  of  prime  importance  that  these  electric  companies  sboitld  cooperate 
with  each  other  in  redacing  the  interference;  and  it  wilMie  our  pnrpose 
to  enable,  if  possible,  both  classes  of  companies  to  occupy  the  public 
h^hways  in  common.  The  telephone  companies  should  move  to  the 
opposite  side  of  the  road  where  necessary  to  make  room  for  the  proper 
construction  of  a  transmission  tine ;  and  ordinarily  a  telephone  line  on  a 
grounded  circuit  should  be  made  metallic,  and  proper  transpositions  should 
be  installed.  If  it  be  found  necessary  to  make  the  gmnnded  circuit  tele- 
phone line  metallic  for  part  or  all  of  its  length  in  order  !«  remove  the 
interference;  and  to  install  proper  transposition  to  render  the  telephcMie 
service  reasonably  satisfactory;  then  the  cost  of  removal,  transposition 
and  making  metallic  shall  be  borne  by  tBe  transmission  line  company. 

If,  as  is  frequently  the  case,  the  telephone  line  is  in  a  dilapidated, 
worn-out  condition,  poles  rotted,  inanlators  gone,  etc.,  no  part  of  the  cost 
of  rehabilitating  the  line  should  be  borne  by  the  transmission  line  com- 
pany. That  is  an  expense  which  must  be  met  by  the  telephone  omnpany 
in  all  cases." 

A  condition  similar  to  that  presented  in  this  case  is 
decided  by  the  Missouri  Public  Service  Commission  in  the 
case  of  Caruthersi-iUe  and  Kevnett  Electric  Light  and 
Poirer  Company  v.  Southwestern  Bell  Telephone  Company* 
(P.  U.  R.  1917C,  p.  1012),  in  which  the  opinion  says : 

"  If  not  already  inadequate,  certainly  it  would  seem  that  the  telephone 
company  could  not  long  afford  to  depend  on  a  grounded  line  for  etnu- 
munication  between  two  places  with  the  population  and  importance  of 
Carutbersvitle  and  Hayti.  These  rural  grounded  hues  may  be  all  right 
at  the  present  time,  but  with  the  rapid  strides  in  prepress  that  will  come 
in  this  vicinity,  and  the  consequent  demand  for  up-to-date  service,  it 


*  See  Commission  Ijeaflet  No.  67,  p.  81. 
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cannot  be  predicted  that  these  linee  would  not,  in  the  natural  cooree  of 
events,  soon  be  made  metallic.  If  the  cost  of  this  improTement  is  charged 
against  the  transmission  line  company,  the  net  reenlt  is  a  considerable 
economic  gain  to  the  telephone  company.  This  gain  is  immediate  and 
may  eqnal  the  cost  of  the  change.  If  not  immediately  required  it  would 
be  diAcnlt  to  determine  in  advance  the  interest  pa}rnient  on  the  proper 
capital  expenditure  which  the  applicant  should  bear." 

In  the  case  of  Lincoln  Telephone  and  Telegraph  Com- 
pany' the  Nebraska  State  Railway  Commission  (P.  U.  R. 
1915D,  p.  807)  said: 

"  The  installation  of  a  metallic  system,  it  will  be  seen  from  the  above, 
is  a  If^cal  step  in  the  development  of  a  telephone  plant,  and  may  be 
rendered  imperative  by  changing  physical  conditions.  While  grounded 
plants  are  still  very  generally  in  ttae,  they  are  rapidly  being  replaced 
with  metallic  equipment,  as  it  is  recognized  by  experienced  telepbooe  men 
that  when  a  grounded  plant  has  been  in  service  for  from  eight  to  twelve 
years  and  reconstruction  becomes  necessary,  sound  economy  and  the 
public  service  demand  the  snbstitntion  of  metallic  equipment.  The  public 
is  gradually  demandii^  a  fairer  standard  of  service,  and  telephone  men 
understand  that  sooner  or  later  the  patrons  of  any  company  will  demand 
metallic  service.  To  replace  a  grounded  plant,  therefore,  with  a  grounded 
plant  when  it  is  reasonably  certain  that  the  better  equipment  will  be 
demanded  in  the  course  of  time  is  poor  economy,  both  from  the  standpo'nt 
of  the  company  and  the  public.  It  is  exceedii^ly  unwise  when  the  physi- . 
cal  conditions  become  such  that  it  b  impossible  to  operate  the  ground 
plant  satisfactorily.  The  increasing  use  of  electricity  for  li^t,  heat,  and 
power  makes  the  future  of  any  grounded  plant  more  or  less  uncertain  and 
precarious.  It  would  appear,  therefore,  that  ordinary  business  foresight 
should  prompt  a  company  to  anticipate  the  changing  over  of  its  plant 
from  a  grounded  to  a  metallic  basis,  and  that  it  should  plan,  and  shonld 
be  permitted  to  make  such  change  at  the  time  most  advantageous  for  it." 

In  the  matter  of  the  Application  of  the  Farmers  and 
Merchants  Telephone  Company  of  Alma\  for  increase  in 
rates  (Application  No.  2981)  the  Nebraska  State  Railway 
Commission  required  the  grounded  circuits  between  Alms 
and  Republican  City  to  be  changed  to  metallic. 

Interference  with  existing  grounded  telephone  circuits 
by  high  power  transmission  lines  will  necessarily  become 


*  See  Commission  Leaflet  No.  46,  p.  1226. 
t  See  Commission  Leaflet  Ko.  78,  p.  1634. 
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an  increasing  problem  as  time  goes  by  and  as  electric  power 
continues  to  be  developed.  It  is  highly  desirable  for  the 
good  of  the  whole  community  that  power  companies  be 
encouraged,  with  due  regard  always  to  the  existing  prior 
rights  of  the  telephone  enterprises.  This  Commission 
expects  to  pursue  a  policy  accordingly,  and  will  require  as 
occasion  may  arise  such  reconstruction  of  telephone  lines 
as  will  enable  power  companies  to  exist  and  operate  without 
being  forced  to  bear  excessive  financial  burdens.  It  will  be 
a  matter  for  determination  in  each  individual  case  as  to 
that  part  of  the  expense  of  changes  from  grounded  to  metal- 
lie  lines  to  be  borne  by  power  companies.  Under  such 
eireumatances  the  Commission  is  of  opinion  that  in  this 
instance  the  McPaddin  Telephone  Company  should  he 
required  to  construct  a  metallic  circuit  between  the  towns 
of  Lebanon  and  Honaker;  the  amount  to  be  paid  by  the 
Appalachian  Power  Company,  or  the  Lebanon  Light  Com- 
pany, to  the  McPaddin  Telephone  Company  in  this  instance 
to  be  $500  as  has  been  agreed  upon  between  the  parties. 
Said  agreement  was  brought  to  the  attention  of  the  Com- 
mission by  counsel,  and  is  as  follows : 

Agreement  made  this  tenth  day  of  May,  1918,  between  McFaddin  Tele- 
phone Company,  Inc.,  hereinafter  called  the  tdephone  company,  of  tin 
one  part,  and  Appalachian  Power  Company,  and  Lebanon  Uglit  Com- 
pany, hereinafter  called  the  power  and  light  companies,  of  the  other  part. 

WiTMEBSKTH :  That  in  cii^er  to  compromise  and  settle  the  sait  of 
the  telephone  company  against  the  light  and  power  companies,  now  pend- 
ing in  the  Circuit  Court  of  Taeewell  County,  Virginia,  the  power  and 
light  companies  hereby  tender  to  the  telephone  company,  and  the  telephone 
company  hereby  accepts  from  the  power  and  lig:ht  companies  the  sum  of 
$600  in  satJsfaet'.on  of  its  claim  for  dam^es  for  the  expense  of  recon- 
structing and  transposing  its  telephone  lines,  in  so  far  as  the  same  may 
be  rendered  necessary  by  the  maintenance  and  operation  of  the  trans- 
mission lines  of  the  power  or  light  companies  as  the  same  are  now  con- 
structed in  Russell  County,  Virginia,  and  hereby  releases  the  power  and 
light  companies  from  any  further  claim  of  damages  on  that  account 

And  the  power  and  light  companies  are  to  bo  transpose  their  transniis- 
sioti  lines  where  the  same  parallel  or  come  in  dose  proximity  to  the  tele- 
phone wires  of  the  telephone  company  with  reference  to  said  telephone 
lines,  at  their  own  expense,  so  as  to  diminish,  as  far  as  is  reaaonahly  prac- 
ticable, the  ejects  of  induction  npon  the  telephone  wires;  the  intent  being 
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that  each  party  shall  transpoee  its  own  lines  with  reference  to  the  lines 
of  the  other,  in  order  to  reduce,  as  far  as  is  reasonably  praeticable,  the 
effects  of  induction  npon  the  telephone  lines. 

The  suits  in  the  Circnit  Court  of  Tazewell  County  mentioned  above,  are 
both  to  be  diamiased,  each  party  pajdng  his  own  costs  therein. 

It  is  understood,  however,  that  nothing  herein  contained  shall  affeet  the 
right  of  the  telephone  company  to  have  the  power  and  light  companies 
provide,  at  their  own  expense,  a  type  of  crossitig  of  the  best  modem 
construction,  wherever  their  lines,  including  the  light  line  leading  tnat 
Bamett  into  Lebanon,  cross  the  lines  of  the  telephone  oorapany. 

And  it  is  further  atipnlated  that  the  telephone  company  is  to  have  at 
least  ninety  days  in  which  to  purchase  and  assemble  the  necessary  mate- 
rials and  to  reconstruct  and  transpoee  its  telephone  lines  from  Lebanon 
to  Honaker  before  the  power  and  light  companies  torn  on  to,  and  traoamit 
over,  the  said  light  line  leading  into  Lebanon  from  Bamett  any  electrical 
energy  or  current 

Appalachian  Power  Company, 

By  B.  E.  Scott,  Attorney. 
F.  B.  Button,  for 

McFaddin  Telephone  Co.,  Inc. 

It  was  admitted  by  the  defendant  that  its  loc£il  service  in 
the  towns  of  Lebanon  and  Honaker  is  unsatisfactory,  and 
it  was  agreed  at  the  hearing  that  the  company  would 
rebuild  its  switchboards  and  put  in  metallic  circuits  to 
serve  its  subscribers  in  those  towns.  It  was  also  admitted 
that  the  present  grounded  wire  service  between  Lebanon 
and  Honaker  is  unsatisfactory,  especially  because  there 
are  on  this  line  certain  local  subscribers  whc(se  use  of  the 
system  interferes  with  connections  between  the  towns,  and 
the  defendant  expresses  a  willingness  to  construct  a 
grounded  line  free  of  intermediate  subscribers. 

The  company  claims  in  its  answer  that  it  is  receiving  the 
highest  rate  for  telephone  service  that  its  patrons  are  will- 
ing to  pay,  and  that  if  it  were  forced  to  rebuild  its  lines  it 
would  be  unable  to  secure  enough  revenue  to  even  maintain 
its  system,  still  less  to  secure  a  reasonable  rate  on  the 
increased  investment.  The  Commission  thinks  this  a  mis- 
taken idea.  The  telephone  once  installed  is  practically  a 
necessity  of  life,  and  very  rarely  is  it  discarded  even  when 
rates  are  increased.    As  already  stated,  the  income  of  the 
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McFaddin  Telephone  Company  per  telephone  operated  is 
so  much  lower  than  the  average  in  this  State  that  a  sub- 
stantial increase  in  charges  would  hot  constitute  an  unrea- 
sonable burden  upon  the  subscribers.  It  is  clearly  the  best 
policy  for  the  State  through  this  Commission  to  encourage 
in  every  possible  way  the  construction  and  maintenance 
of  adequate  telephone  service,  which  contributes  so  much 
to  the  prosperity,  convenience,  social  intercourse  and  happi- 
ness of  any  community. 

The  Commission,  therefore,  is  entering  an  order  requir- 
ing the  construction  of  a  metallic  circuit,  free  of  inter- 
mediate subscribers,  between  the  towns  of  Lebanon  and 
Honaker,  and  the  installation  and  operation  of  metallic  cir- 
cuits, the  installation  of  a  new  switchboard  at  Lebanon,  and 
repairs  to  the  switchboard  at  Honaker,  so  as  to  give  reason- 
ably satisfactory  service,  and  will  require  regular  reports 
to  the  Commission  by  the  company  as  to  the  progress  of 
this  work.  The  Commission  indicates  its  willingness,  upon 
application  of  the  McFaddin  Telephone  Company,  to  admit 
for  filing  and  put  into  force  a  revised  rate  schedule  which 
will  be  reasonable  and  sufficient. 

Order. 

The  Commission  having  maturely  considered  the  evi- 
dence adducpd,  after  full  hearing  and  argument  of  counsel 
and  investigation  and  reports  by  its  engineer, 

/(  is  ordered,  That  the  McFaddin  Telephone  Company 
shall  proceed  at  once  to  construct  a  metallic  telephone  cir- 
cuit between  the  towns  of  Lebanon  and  Honaker  in  the 
county  of  Russell,  said  circuit  to  be  free  of  intermediate 
subscribers  and  to  be  completed  within  a  time  deemed  rea- 
sonable by  the  Commission;  that  the  said  McFaddin  Tele- 
phone Company  shall  install  and  maintain  metallic  circuits 
to  the  telephones  of  its  subscribers  in  the  towns  of  Lebanon 
and  Honaker ;  that  the  said  McFaddin  Telephone  Company 
shall  install  a  new  magneto  switchboard  in  the  town  of 
Lebanon  of  100-line  ultimate  capacity,  equipped  at  present 
for  50  lines,  and  with  50-line  combined  lightning  arrester, 
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fuse  and  cross-connecting  rack  for  wall  mounting,  installed 
in  an  efficient  manner  to  prevent  short  circuiting  from 
moisture  or  other  causes;  that  the  said  McFaddin  Tele- 
phone Company  shall  repair  its  switchboard  at  Honaker 
by  equipping  it  with  sufficient  pairs  of  cords,  with  repeating 
coils,  and  making  such  changes  in  the  jacks,  as  will  provide 
for  handling  the  metallic  circuits  that  may  be  installed  to 
enter  that  switchboard;  that  the  said  McFaddin  Telephone 
Company  shall  on  the  first  day  of  each  month  hereafter 
until  further  notice  make  reports  in  writing  to  this  Com- 
mission as  to  the  progress  of  the  work  herein  described  and 
as  to  the  general  condition  of  the  system;  that  the  work 
herein  described  shall  be  done  under  the  supervision  of  one 
of  the  Commission's  engineers;  that  the  lines  of  the  com- 
pany between  Lebanon  and  Hansonville  and  between  Leb- 
anon and  Cleveland  shall  be  kept  in  good  repair  with  neces- 
sary equipment  and  with  adequate  long  distance  connec- 
tions at  Hansonville  and  service  with  The  Western  Union 
Telegraph  Company  at  Cleveland;  that  the  company  shall 
keep  on  duty  a  troubleman  to  receive  complaints  and  make 
repairs  with  reasonable  dispatch,  and  that  the  number  of 
telephones  on  each  line  shall  be  limited  to  such  number  as 
will  make  the  service  reasonably  good. 

All  other  questions  are  reserved. 

June  12, 1918. 
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Public  Service  GonmUuion. 

PcjBuc  Service  Commission  v.  The  Homb  Telephone  and 
Teleoraph  Company  op  Spokane,  The  Pacific  Tblb- 
.   PHONE  AND  Telegraph  Company  and  A.  S.  Bcrlkson, 
Postmaster  General, 

No.  4747. 

Beaded  November  29,  1918. 
Be-8iMp«iulon  of  Bida  Bchednk  FUsd  br  Bevoainti  Ozdtnd  Tmitrng 

aHMXlnf. 

Order. 

Whereas,  on  November  6,  1918,  the  respondent  com- 
panies, with  the  approval  of  the  Postmaster  General,  filed 
with  this  Commission  certain  tariffs  nmnbered  W.  P.  S.  C. 
No.  2,  bearing  the  notation  "  Effective  November  15, 1918, 
nnless  and  until  otherwise  ordered  by  the  Postmaster  Gen- 
eral of  the  United  States,  or  otherwise,  according  to 
law,"  and 

Whereas,  onder  date  of  November  27, 1918,  this  Commis- 
sion received  from  the  Postmaster  General  the  following 
telegram : 

"  Replying  to  your  telegnun  twenty-sixth  apparently  sent  before  yen 
received  my  telegTam  of  same  date  pleaae  strike  ont  from  late  scbednle 
filed  on  November  6  tbe  date  November  15  and  sabstitnte  December 
6  as  the  efteetive  date.  Please  proceed  to  hear  complaints  in  accord- 
ance with  yonr  regular  procedure  and  dispose  of  the  matter  in  tbe  regular 
way.  I  did  not  authorize  Mr.  Oeragfaty  to  make  any  representations  to 
yoa  of  this  department's  portion  in  the  controversy.  Pleaae  eonsder  tbe 
company  as  my  representative  for  purpose  of  service  as  wdl  as  represent- 
ing the  merits  of  the  case.    A.  S.  Bnrleaon,  Postmaster  QatenL" 

And  whereas,  in  compliance  with  snch  telegram  the  Com- 
mission has  changed  such  dates  to  have  snch  tariffs  bear 
the  notation  *'  Effective  December  6, 1918,"  and 
1142 
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Whereas,  it  is  necessary  in  order  to  make  proper  investi- 
gation as  to  the  reasonableness  of  said  rates,  to  suspend  the 
effective  date  of  the  operation  of  such  tariffs,  and 

Whereas,  the  Commission  fixed  the  twenty-sixth  day  of 
December,  1918,  at  Olympia,  Washington,  at  one  o'clock 
p.  H.  of  said  day,  as  the  time  and  place  for  hearing  any  and 
all  protests  which  might  be  made  against  such  proposed 
rates,  and 

Whereas,  the  Commission  did  extend  the  date  of  said 
hearing  to  January  15,  1919,  at  Olympia,  Washington,  at 
one  o'clock  p.  m.  of  said  day,  and  did  on  said  date  com- 
mence the  taking  of  testimony  in  said  cause  and  completed 
the  same  on  January  17,  and  upon  the  close  of  taking  of 
testimony  the  attorneys  of  the  respective  parties  requested 
a  transcript  to  be  made,  and  ten  days  allowed  within  which 
the  respective  attorneys  should  file  their  briefs,  which  time 
was  allowed,  and 

Whereas,  on  November  29, 1918,  the  Commission  entered 
an  order*  suspending  the  operation  of  said  tariifs  to  Jan- 
uary 29, 1919,  and  it  now  appearing  to  the  Commiesion  that 
a  decision  of  the  above  entitled  proceeding  cannot  be  com- 
pleted by  said  date, 

Now,  therefore,  it  is  ordered,  That  said  tariffs  of  The 
Pacific  Telephone  and  Telegraph  Company,  W.  P'.  S.  C. 
No.  2,  and  of  The  Home  Telephone  and  Telegraph  Company 
of  Spokane,  W.  P.  S.  C.  No.  2,  be,  and  the  same  are  hereby, 
suspended  for  the  period  of  an  additional  thirty  days  from 
and  after  January  27,  1919,  provided,  however,  that  in  the 
order  which  the  Conunission  may  make  in  the  premises, 
should  it  permit  an  increase  of  rates,  such  increases  shall 
become  effective  on  and  after  December  6, 1918. 

Witness,  the  Public  Service  Commission  of  Washington 
this  twenty-third  day  of  January,  1919. 


•  Said  order  was  similar  in  form  to  the  order  set  forth  above. 
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WEST  VntOINIA. 

Public  Service  OonunissioiL 

In  re  Application  of  Ambbicait  Telephone  and  Telegraph 
Company  fob  Appboval  of  Bates  Made  in  Pubsuancb 
OF  Order  of  Postmaster  General,  No.  2495,  Putting 
INTO  Effect  Certain  Classifications  of  Toll  Service 
AND  Certain  Toll  Rates,  Effective  January  21,  1919. 

Decided  January  30,  1919. 

Anthoit^  to  Fila,  on  Less  thut  Tliii^  Dars'  Notice,  ToD  KrtM  ud  TUl 
Santee  OUwiflcatiom  Anthoiind  by  Portaiaiter  OoMnl,  Dcniad. 


Tour  Mr.  Kelly  has  this  day  left  in  this  office  Telegraph 
and  Telephone  Service  Bolletin  No.  22,  Order  No.  2495,  of 
the  United  States  Telegraph  and  Telephone  Administra- 
tion, together  with  "  Instractions  for  Determining  the 
Bates  and  Charges  on  Long  Lines  Easiness  for  the  Differ- 
ent Classes  of  Toll  Service  Established  by  said  Order," 
and  also  "  First  Reference  List  for  Rates  of  the  American 
Telephone  and  Telegraph  Company  to  Points  Within  the 
State  of  West  Virginia,"  which  order  is  dated  December 
13, 1918,  and  effective  January  21,  1919. 

Section  9,  of  the  Pnblic  Service  Commission  Law  of  West 
Virginia,  reads  as  follows : 

"  No  peraon,  finn  or  corporation  sabjeet  to  the  pTOviskHis  of  this  Act 
shall  modify,  change,  caned  or  annul  any  latc,  joint  rate,  fares,  elaasi&ea- 
tions,  charge  or  rental  except  after  thirty  day^  notice  to  the  Commiawon 
and  the  poblic,    *    *    * ". 

As  the  order  and  the  papers  attached  thereto  contem- 
plates a  change  in  the  rates,  mles  and  regulations  of  the 
American  Telephone  and  Telegraph  Company  within  the 
State  of  West  Virginia,  and  as  said  order  was  not  filed  with 
1144 
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this  Commission  tuitil  one  day  before  its  effective  date, 
thereby  not  giving  thirty  days'  notice  to  the  public  and  this 
Commission,  as  required  by  said  Section  9  of  the  Public 
Service  Commission  Law  of  this  State,  said  order  and  the 
rates  provided  for  thereui  are  rejected  and  will  not  be  filed 
in  the  office  of  this  Commission.* 
January  20,  1919. 


"  Letter  of  R.  B.  Bemheim,  secretary,  West  Vu^inia  Public  Service 
Commission,  to  H.  8.  Brooks,  gmeral  commercial  snperintendent,  Ameri- 
can Telephone  and  Telegraph  Company,  January  20,  1919. 
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WISCONSIN. 

Bailroad  Commission. 

In  re  Application   of  Coloma  Telephone  Company  for 
Authority  to  Increase  Bates. 

U-1005. 

bedded  December  30,  1918. 
IncruM  In  Ennl  Kates  AnthoriMd. 

Opinion  and  Decision. 

The  Coloma  Telephone  Company  filed  on  June  24,  1918, 
an  application  for  authority  to  increase  its  rates,  for  the 
reason  that  operators'  wages  and  costs  of  materials  and 
supplies  have  increased  to  such  an  extent  so  that  the  revenue 
derived  from  the  present  rates  is  no  longer  sufficient  to  meet 
alt  the  necessary  charges,  and  provide  the  stockholders  with 
a  fair  return  upon  their  investment.  The  rate  in  effect  at 
present  is  $11.00  a  year  per  subscriber,  or  $1.10  a  month 
payable  in  advance.  It  is  proposed  by  the  applicant  to 
raise  this  charge  for  service  to  $13.00  a  year,  or  $1.25  a 
month  payable  in  advance. 

A  hearing  in  the  matter  was  held  July  24,  1918,  at  the 
offices  of  the  Commission.  F.  W.  Ploetz,  president, 
appeared  in  behalf  of  the  applicant.  No  one  appeared  in 
opposition. 

The  Coloma  Telephone  Company  is  a  farmers'  co-opera- 
tive company  which  owns  and  operates  a  rural  grounded 
telephone  system  in  the  southwestern  part  of  Waushara 
County,  with  an  exchange  located  in  the  village  of  Coloma 
and  another  exchange  located  at  Richford.  Twenty-three 
circuits  with  298  subscribers  are  connected  to  the  Coloma 
exchange,  and  the  Richford  exchange  serves  64  subscribers 
over  5  circuits. 

1146 
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The  operating  expenses,  eielasive  of  depreciation  and 
interest,  for  the  year  1917  were  $2,604.88,  and  the  taxes 
were  $103.37,  making  a  total  of  $2,708.25.  This  is  an  aver- 
age expense  of  $7.48  per  subscriber  which  is  below  the 
normal  for  companies  of  this  character.  The  company  is 
obliged  to  increase  the  operators*  wages  $579  this  coming 
year;  in  addition  to  that,  other  increases  in  operating 
expenses  will  amount  to  about  $300.  Based  on  these  con- 
siderations we  estimate  that  the  operating  expenses  and 
taxes  for  this  coming  year  will  be  about  $3,592.85. 

The  proposed  rates  would  give  the  company  about  $4,700 
from  Bobscribers.  Last  year  the  earnings  from  connecting 
lines  and  commissions  on  long  distance  tolls  amounted  to 
$417.69.  We  are  safe',  therefore,  in  assuming  a  total  future 
revenue  at  the  rates  proposed  of  about  $5,117.  According 
to  this  the  company  would  have  about  $1,525  available  for 
depreciation  and  interest.  The  company's  books  do  not 
show  accurately  the  investment  in  the  plant.  If  we  capital- 
ize the  above  amount  available  for  depreciation  and  inter- 
est at  14  per  cent,  we  get  $10,900  as  a  rate  base.  We  have 
applied  certain  average  unit  costs  to  the  company's  lines 
and  plant  equipment  which  results  in  a  physical  property 
value  of  close  to  $17,000.  It  accordingly  appears  that  the 
company  is  clearly  entitled  to  the  increases  in  rates  which 
are  requested  and  that  such  rates  do  not  in  any  way  afford 
the  company  an  excessive  or  unreasonable  return.  Further- 
more, the  proposed  rates  appear  to  be  fair  and  reasonable 
in  and  of  themselves. 

It  is,  therefore,  ordered,  That  the  Coloma  Telephone 
.  Company  be  authorized  to  discontinue  its  present  rate 
schedule  and  put  into  effect  January  1,  1919,  the  following 
charges : 

$13.00  a  year  per  sabscriber,  payable  in  advance,  or  $1.25  a  month  per 
Bnbscriber,  payable  in  advance. 

Dated  at  Madison,  this  thirtieth  day  of  December,  1918. 
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1148  Wisconsin  Railroad  Commission. 

In  re  Application  of  Eastern  Fond  du  Lac  Codntt  Tele- 
phone Company  foe  Adthority  to  Increase  Bates. 

U-1007. 

Decided  December  30,  1918. 

XncraiM  is  Bfttoa  AoHioriMd  — Abuidoiuiieiit  of  TM  Bito  ud  SolMrtl- 

tntion  of  Olim  Bates,  AnthorixBd  —  Prompt  PayBsnt 

DiiGonat  AntkoriMd. 

Opinion  and  I^ision. 
The  Eastern  Fond  du  Lac  County  Telephone  Company 
filed  an  application  September  30, 1918,  requesting  author- 
ity to  increase  its  rates  charged  for  telephone  service.  The 
rate  in  effect  at  present  is  $14:.00  a  year  per  subscriber  for 
'  party  line  service.  The  applicant  states  in  the  petition  that 
this  rate  affords  the  company  insufficient  revenues  to  meet 
operating  expenses,  maintenance  and  depreciation  charges, 
and  allow  the  sto<^olders  interest  upon  the  investment 
It  is  proposed  to  put  -into  eiFfect  the  following  schedule  of 
rates: 

Per  Month 
GroM  Set 

One-party  business  tf-lephone f2^  $200 

Two-party  bn^ness  telephone 200  175 

One-party  residence  telephone 200  175 

Two-party  residence  telephone 175  150 

Twelve-party  raral  telephone 175  150 

Hearing  in  the  matter  was  held  October  30,  1918,  at  the 
offices  of  the  Commission,  at  which  John  RoMfs,  manager, 
and  W.  J.  Nasi,  assistant  secretary,  appeared  for  the  appli-. 
cant.    No  one  appeared  in  opposition. 

The  Eastern  Fond  du  Lac  County  Telephone  Company 
owns  and  operates  a  rural  telephone  system  with  an 
exchange  located  about  five  miles  east  of  the  village  of 
Eden.  Service  is  afforded  to  281  subscribers  over  full 
metallic  circuits.  The  exchange  equipment  consists  of  a 
200-drop  magneto  switchboard  with  33  drops  installed. 
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The  company  contemplates  moving  its  exchange  from  its 
present  location  to  the  village  of  Eden  this  coming  spring. 
At  the  present  time  the  business  places  of  Eden  are  being 
served  with  rural  party  lines.  After  the  exchange  is  moved 
to  its  new  location  the  subscribers  at  Eden,  if  they  desire 
it,  can  be  supplied  with  single  line  and  two-party  line  serv- 
ice. This  improvement  in  the  service  is  something  which 
seems  to  be  very  much  desired  by  the  subscribers  in  the 
village  of  Eden.  The  moving  of  the  exchange  to  Eden  will 
also  be  of  material  benefit  to  subscribers  using  the  lines  of 
the  Wisconsin  Telephone  Company  for  long  distance  serv- 
ice. At  the  present  time  connection  with  the  long  distance 
toll  lines  is  had  over  trunks  running  from  the  company's 
exchange  to  Wisconsin  Telephone  Company's  exchange  at 
Fond  du  Lac.  In  addition  to  the  regular  toll  charges  the 
Eastern  Fond  du  Lac  County  company  collects  another- 
line  charge  of  5  cents  for  subscribers  and  15  cents  for  non- 
subscribers.  With  the  exchange  relocated,  direct  connec- 
tion with  the  Wisconsin  Telephone  Company's  copper  toll 
circuits  will  be  made  at  Eden,  which  will  eliminate  these 
other-line  charges  and  will  also  result  in  a  substantial 
improvement  of  the  service  afforded  to  the  company's 
subscribers  and  to  the  public  at  large.  In  moving  the 
exchange  the  company  will  be  subjected  to  a  certain  amount 
of  expense  in  bringing  its  subscribers'  circuits  into  Eden. 
Additional  circuits  will  have  to  be  strung  and  for  a  part  of 
the  way  it  will  be  necessary  to  set  larger  poles  in  order  to 
carry  the  heavier  load.  This  relocating  of  the  exchange 
will  mean  an  increase  in  the  company's  investment.  Just 
what  it  will  amount  to  is  impossible  to  determine  at  this 
time. 

On  account  of  recent  changes  in  the  office  of  the  secretary 
of  the  company  it  is  impossible  to  get  a  complete  and  accu- 
rate financial  history  of  the  company's  operations.  The 
income  statement  for  the  year  1917  is  given  in  full  in  the 
following  table : 
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V 
Income  Stateheht,  Year  Ending  Dbcbhbrb  31,  1017. 
Operating  Reventiea: 

Subscriber  telephone  eamingB 93,703  36 

EarnmgB  from  local  toll  lines 792  86 

TOTAL   OPEHATING    REVENUE $4,496  21 

Operating  Expenees: 

Central  office  «6B4  21 

Wire  plant 986  08 

Substation 406  46 

Commercial    83  00 

Gleneral    241  00 

Undiatribnted  129  29 

TOTAL  OF  ABOVE  ITBU8 $2,540  04 

Depreciation 976  80 

Taxes 193  14 

TOTAL  OPERATING  EXPENSES $3,709  98 

NET  OPERATINO  REVEMtlB $786  23 

At  the  present  time  the  company  has  an  arrangement 
with  its  lineman  and  family  for  the  operation  of  the 
exchange  and  the  current  maintenance  and  repair  work, 
according  to  which  the  company  pays  $135  a  month  for  all 
this  work.  It  is  claimed  hy  the  company  that  this  payment 
wiU  have  to  be  increased  to  $150  or  $160  a  month.  The 
wages  of  other  laborers  who  have  to  be  hired  from  time  to 
time  have  also  undergone  a  considerable  increase,  as  well 
as  the  costs  of  all  materials  and  supplies.  Bearing  all  these 
increases  in  mind,  we  estimate  that  the  operating  expenses 
and  taxes  this  coming  year  will  be  about  $3,175.  The  com- 
pany last  year  enjoyed  a  total  operating  revenue  of 
$4,496.21,  According  to  this  the  company  would  have  avail- 
able for  depreciation  and  interest  about  $1,325.  The  last 
annual  report  shows  a  book  value  of  $17,180.98,  which 
appears  to  be  somewhat  less  than  it  would  cost  to  repro- 
duce the  system  at  normal  times  using  average  unit  costs. 
It  is  evident,  therefore,  that  the  revenues  derived  under 
the  present  rates  are  not  sufficient  to  take  care  of  the 
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increased  costs  of  operation  and  the  necessary  depreciation 
charges  and  allow  Hhe  stockholders  a  fair  return  apon  the 
value  of  their  property.  All  surplus  earnings  of  the  past, 
after  paying  interest  upon  indebtedness,  were  left  in  the 
plant  because  no  dividends  have  ever  been  paid  to  the 
stockholders. 

We  believe  that  the  rates  which  are  proposed  in  the 
application  are  somewhat  higher  than  the  circumstances 
justify.  In  this  connection  we  are  also  taking  into  con- 
sideration the  fact  that  the  income  statements  for  the  past 
few  years  may  not  reflect  with  absolute  accuracy  the  exact 
costs  of  operation.  Several  years  ago  the  company  suffered 
severe  damages  from  a  sleet  storm  and  a  large  part  of  the 
'eoste  of  the  extra  repairs  and  maintenance  were  charged 
to  current  operating  expenses.  Under  the  rates  which  we 
are  authorizing  we  estimate  the  company  will  have  an 
annual  income  of  about  $5,200.  It  is  difficult  to  make  any- 
thing more  than  an  approximation  because  it  is  not  defi- 
nitely known  what  classes  of  service  the  subscribers  in  the 
village  of  Eden  may  select,  and  the  company  will  also  lose 
a  certain  amount  of  revenue  after  the  exchange  is  relocated, 
and  long  distance  calls  will  no  longer  be  subject  to  an  other- 
line  charge.  After  these  rates  have  been  in  effect  for  a 
year  or  longer,  and  a  careful  and  proper  record  showing 
the  distribution  of  expenditures  is  kept,  it  will  be  possible 
to  tell  more  readily  whether  the  company  is  in  need  of  still 
more  revenue  than  these  suggested  rates  will  yield.  We 
do,  however,  feel  that  these  rates  are  reasonable  in  and  of 
themselves  and  are  not  in  any  way  excessive. 

It  is,  therefore,  ordered,  That  the  Eastern  Fond  do  Lac 
County  Telephone  Company  be  authorized  to  discontinue 
its  present  schedule  of  rates  and  a  substitute  for  it  the 
following : 

Per  Month 

Single  line  bnsineBs  telephone $2  00 

Two-pBity  boBineas  telephone 1  76 

Sin^  line  residence  telephone 1  76 

Two-party  res'dence  telephone 1  50 

Multi-party  telephone   1  60 
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If  the  telephone  charges  are  paid  in  advance  the  ahove 
rates  are  subject  to  a  discount  of  25  ceiits  per  month. 

The  above  schedule  of  rates  may  become  effective  Jann- 
ary  1,  1919. 

December  30, 1918. 


In  re   Application  of   Home   Telephone   Company   for 
Authority  to  Increase  Rates. 


Decided  January  1,  1919. 

IncrwM  In  BatM  Aitth«ria«d  —  Practtc*  of  Befttiriiig  OriglmtiBg  ToD 

<MIm  to  HiBagw  B*fon  Potting  tbam  Thzoagh  Ordarad  Dli- 

continaed —  Oomputy     Should     Socnre     Owserahip 

of   Stab   Unes   and   to   bs  BwposBlblt  fot 

Thslr  Haintenuice. 

Opinion  and  Decisiott. 
■  The  Home  Telephone  Company  of  Richland  Center,  Wis- 
consin, owns  besides  some  local  toll  lines  24  rural  lines 
which  are  connected  to  the  switchboard  of  the  Richland 
Telephone  Company  at  Richland  Center.  It  has  a  total  of 
215  subscribers  on  these  lines  who,  with  the  exception  of 
two  receiving  two-party  service,  for  which  they  pay  a  rate 
of  $2.00  per  month,  are  paying  $1.00  per  month.  The  rates 
cited  are  net,  subscribers  being  billed  at  25  cents  per  month 
additional,  which  is  discounted  if  payment  of  rental  is  made 
on  or  before  the  last  day  of  the  month  for  which  rental  is 
due.  The  present  rates  are  alleged  to  be  inadequate  to 
cover  operating  costs  as  of  the  present  time,  and  accord- 
ingly petition  is  made  to  replace  the  present  with  the  fol- 
lowing increased  rates : 

Per  Month 

Bnainess  one-party  net $2  25 

Bnsinese  two-party  net 2  00 

Baral  subscribers  net 1  SO 
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HeaiiDg  in  this  matter  was  held  November  12,  1918,  at 
Madison,  Wisconsin.  R.  E.  Fenske  appeared  on  behalf  of 
the  Home  Telephone  Company.  There  were  no  appear- 
ances in  opposition. 

All  rural  lines  are  grounded.  Subscribers  are  switched 
by  the  Richland  Telephone  Company,  and  have  free  service 
with  all  subscribers  directly  connected  to  the  latter  com- 
pany's switchboard,  or  1,052  in  total. 

Applicant's  property,  according  to  an  exhibit  presented 
ai  the  hearing,  consists  in  the  main  of  65  miles  of  poles, 
240  miles  of  wire,  and  225  subscribers'  stations.  This  prop- 
erty is  valued  by  applicant  at  $5,500,  or  $25.60  per  station. 
The  reproduction  cost  of  the  property  is  without  question 
considerably  above  $5^500. 

The  following  detailed  statement  was  submitted  by 
applicant  to  show  its  operating  revenues  and  expenses  for 
the  twelve  months  ended  December  31,  1917,  and  the  ten 
months  ended  October  31, 1918: 
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[1 
Statehbmt  or  OpKRATiHa  BxvBtnncs  ahd  Exfknbbs. 

Tvelvt  Month*  Ten  Montka 

Classification                                                     Ended  Ended 

Operating  Revenues:                                         Dec.  31, 1917  Oct.  31, 1918 

Earnings  from  t«tephone  rentals $2,486  00  $2,039  00 

Toll  earaingB  483  34  551  72 

IfiscelltuieoQB  earnings   112  60  

TOTAL  0PEKATIN6  BBVBMUEfl $3,060  84  $2,690  72 

Operating  Expenses: 

Central  office  —  switching  chaises $594  85  $670  75 

Wire  plant  expenses— labor 42000  48000 

Snbstation  expenses: 

Batteries  188  00  183  09 

Other  materials 18  60  6  70 

Labor  420  00  480  00 

TOTAL $606  60  $669  54 

Commercial  expenses: 

Bookkeeping  $120  00  $120  00 

Stamps  and  stationery 800  32 

TOTAL $128  00  $120  32 

Ceneral  expenses: 

Receipt  book $2  00  

Collection  costs  $21  12 

TOTAL   $2  00  $2112 

Undistribated  expenses: 

Gasoline  —  horse  feed   $45  74  $120  00 

Anto  repairs  and  bam  rent 157  77  18  00 

Horseshoeing    6  70 

Horse  tonic  2  50 

Lively  teams   14  00 

TOTAL $203  51  $161  20 

TOTAL  OP   ABOVE    EXPENSES $1,954  96  $2,023  18 

Available  for  taxes,  depreciation  and  interest         1,105  88  $567  54 
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In  explanation  of  the  foregoing  statement  it  may  be  said 
that  the  $112.50  of  miscellaneous  revenues  in  1917  resulted 
from  the  rentals  applicant  received  from  the  lessee  of  a 
line  which  is  now  used  by  itself  for  toll  purposes.  The  toll 
earnings  for  the  ten  months  of  1918  are  relatively  high 
because  certain  increased  toll  rates  which  were  effective 
for  only  a  portion  of  the  1917  operating  year  were  effective 
throughout  1918  to  date.  In  the  expenses  as  reported  cer- 
tain adjustments  should  be  made  in  order  to  have  present 
conditions  fully  reflected.  The  Richland  Telephone  Com- 
pany was  recently  aothorized*  to  charge  $6.00  per  tele- 
phone per  year  for  switching.  This  will  make  the  central 
office  expenses  for  a  ten-months'  period,  assuming  215  tele- 
phones are  switched,  $1,075  instead  of  $570.75.  For  wire 
plant,  plus  substation  operating  labor,  we  note  api^icant 
has  charged  $960,  or  $96.00  per  month.  In  addition,  $120 
of  labor  has' been  charged  to  commercial  expenses.  The 
testimony  indicates  that  one  of  the  owners  devotes  his  time 
to  the  utility,  performing  all  services  such  as  shooting 
trouble,  overhauling  lines,  building  extensions,  keeping 
records,  etc,  for  which  he  receives  $90.00  per  month.  Since 
undoubtedly  much  of  his  time  is  consumed  in  construction 
and  reconstruction  work,  it  appears  fair  to  divide  his 
salary,  charging  only  a  portion  to  operating  expenses  and 
the  balance  to  the  capital  account  and  depreciation  reserve. 
For  the  purposes  of  this  case  we  shall  assume  $600  is  a  rea- 
sonable amount  to  charge  to  operating  expenses  for  a  ten- 
months'  period.  As  to  the  other  expenses  as  contained  in 
the  statement,  we  raise  no  question  as  to  the  propriety  of 
allowing  them  in  full.  The  adjustments  suggested  result 
in  the  following  revenues  and  expenses  for  a  ten-months' 
period: 


*  See  Commission  Leaflet  No.  84,  p.  ! 
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Total  operating  revenues $2,590  72 

Total  of  expenses  as  reported $2,023  18 

Adjnstments : 

Increase  in  switchii^  «ost6 604  25 

Decrease  in  labor  costs 480  00 

Total  of  expenses  as  adjosted 2,047  43 

Avulable  for  taxes,  depreciation  and  interest $643  29 

On  the  basis  of  the  preceding  statement  there  would  be 
available  for  taxes,  depreciation  and  interest  as  a  resolt 
of  a  year's  operations  $661.96,  or  the  equivalent  of  15  per 
cent,  upon  $4,346.  This  is  undoubtedly  too  small  an  allow- 
ance for  fixed  charges  on  applicant's  property. 

We  are  informed  that  applicant's  policy  with  reference 
to  long  distance  service  has  been  to  refer  all  originating 
calls  to  its  manager  before  allowing  such  calls  to  be  pat 
through.  This  may  or  may  not  be  the  practice  at  the  pres- 
ent time,  but  in  order  to  forestall  a  reversion  to  such  prac- 
tice in  the  future  we  deem  it  advisable  to  specifically 
prohibit  this  method  of  handling  originating  long  distance 
calls.  -Such  costs  as  may  be  involved  in  collecting  toll  and 
other  rentals  from  subscribers  will  be  given  consideration 
in  the  rates  about  to  be  authorized  —  the  collection  expenses 
as  reported  by  applicant  being  in  our  opinion  inadequate. 

Applicant's  snbscribers  have  in  many  instances  hnilt  the 
stub  lines  from  their  premises  to  the  main  pole  leads. 
These  stub  lines  vary  in  length,  some  of  the  longer  ones 
being  from  one-half  to  one  mite  long.  Applicant  does  not 
profess  to  own  these  stub  lines.  It  does,  however,  partly 
maintain  them  in  that  its  lineman  shoots  the  trouble  upon 
them.  But  all  materials,  including  poles,  wires,  brackets, 
insulators,  etc.,  which  have  to  be  used  in  repairing  or  replac- 
ing these  branch  lines  are  provided  by  the  subscribers  who 
own  them.  We  believe  the  Home  Telephone '  Company 
should  secure  the  ownership  of  these  stub  lines  and  make 
itself  solely  responsible  for  their  maintenance  at  the  earli- 
est convenient  time. 
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Considering  the  inadequacy  of  certain  operating  expenses 
as  reported  by  applicant,  the  increased  switching  rate,  and 
a  conservative  estimate  of  the  reproduction  cost  of  the 
.  physical  property  which,  as  has  already  been  said,  consists 
in  the  main  of  240  miles  of  wire,  65  miles  of  pole  lead,  and 
225  subscribers'  stations,  we  believe  it  would  be  reasonable 
to  authorize  applicant  to  increase  its  rates  to  rural  sub- 
scribers from  $1.00  to  $1.25  per  month.  The  proposed  two- 
party  business  rate  woold  be  applicable  only  to  two  sub- 
scribers —  the  Richland  County  Asylum  and  Poor  House. 
The  proposed  single  party  business  rate  would  not  apply 
to  any  subscribers  at  present.  Both  of  these  rates  should 
be  satisfactory  from  the  subscribers'  viewpoint 

When  applicant  keeps  its  accounting  records  in  good 
shape,  keeping  its  operating  accounts  separate  from  its 
capital  accounts ;  when  it  takes  over  the  ownership  of  the 
stub  lines  and  provides  for  their  complete  maintenance; 
and  when  an  appraisal  or  a  more  detailed  inventory  of  its 
property  is  secured  than  is  now  available,  it  is  quite  likely 
that  higher  rates  than  those  here  authorized  would  be  found 
reasonable. 

It  is,  therefore,  ordered,  That  applicant,  the  Home  Tele- 
phone Company  of  Kichland  Center,  be,  and  the  same 
hereby  is,  authorized  to  substitute  for  its  present  the  fol- 
lowing rates : 

Bosiaess,  one-party  per  mouth,  gross $2  60,  net    $2  25 

Bnainess,  two-party  per  month,  gross 2  26,  net      2  00 

Rural  subscribers  per  mouth,  gross 1  50,  net      1  25 

Subscribers  shall  be  billed  at  the  gross  rates,  but  if  pay- 
ment is  made  on  or  before  the  last  day  of  the  month  for 
which  bill  is  due  the  net  rate  only  shall  be  collected.  These 
rates  may  become  effective  January  1,  1919. 

It  is  further  ordered,  That  all  subscribers  of  the  Home 
Telephone  Company  shall  be  extended  long  distance  service 
without  first  having  their  calls  passed  upon  or  referred  to 
the  manager  or  any  official  of  any  telephone  company  inter- 
ested in  the  handling  of  such  calls.    This  shall  not  be  eon- 
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strued  as  interfering  in  any  way  with  such  operating  rou- 
tine as  is  ordinarily  required  in  the  handling  of  toll  calls. 
Dated  at  Madison,  Wisconsin,  this  first  day  of  Januarv, 
1919. 


In  re  Application  of  Badoeb  Telephone  Company  fob 
AvTHOBrrr  to  Increase  Bates. 


Deaidtd  January  1, 1919. 

Increue  In  Bnnl  KatM  Anthorind  —  Book  TiIob  of  Total  Proportr 

in  Two  Bzchangw  Used  — Appniziutolj'  8  For  Oo&t  AUomd  for 

BMfl  of  Botont  — OUTntnt  Bates  PiMcribod  for  SxgIihcm 

Havinc  DiffeiMit  Hambon  of  SnbKribon  — ^ApproilmaMr 

4y2  Fei  0«nt.  Estinuted  for  Bomito  for  Deprociition. 

Applicant,  which  has  136  itationB  at  Bloom  City,  and  also  has  230 
BtaHoaa  ewitched  for  it  by  Richland  Telephone  Company  with  free 
service  to  1051  subscribers  of  that  company,  aoogfat  aathonty  to  increase 
its  present  gross  rate  of  $3.75  per  qaarter  to  $5.25  per  quarter.  There 
is  in  effect  an  8-cent  toll  chai^  on  all  measages  between  Bloom  City  and 
Richland  Center.  Applicant  reported  its  book  value  as  of  September  30, 
1918,  at  $14,337.49  and,  allowing  fa^B2  for  leserve  for  depreciation, 
reported  net  revenues  far  the  first  nine  months  of  1918  of  $256.79,  or 
2.4  per  cent.  The  Commission,  after  making  certain  adjustments  and 
allowances  for  increased  expenses,  found  that  the  net  revenues  in  1918 
would  be  $21.61,  and  with  net  rates  for  Richland  Center  subscribers  ctf 
$4.60  per  quarter,  and  Bloom  City  subscribers  of  $3.75  per  quarter,  that 
the  net  revenues  would  be  approximately  $1,400. 

Held:  That  the  Commisaion  was  satined  that  the  value  claimed  by 
applicant  was  substantially  equivalent  to  the  present  reprodnctioii  cost; 

That  $1,147  would  be  a  fair  allowance  for  a  return  on  investmeat; 

That  in  view  of  the  limited  character  of  service  at  Bloom  City,  and 
the  toll  charges  to  Richland  Center,  the  most  equitable  procedure  would 
he  to  determine  rates  for  the  two  exchanges  involved  indepoidently  of 
each  other; 

That  in  view  of  the  total  costs  involved  under  present  operating  con- 
ditions, both  as  to  their  amonnta  and  their  incidence,  the  net  rates  of 
$4.50  and  $3.75  per  quarter  should  be  authorised,  bills  to  be  rendered 
at  gross  rates  75  cents  higher,  and  subject  to  discounts  of  76  cents,  60 
cents  and  25  cents,  respectively,  when  paid  in  the  first,  second  or  third 
months  of  the  qomrter. 
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Opinion  and  Decision. 
The  Badger  Telephone  Company  in  a  petition  filed  with 
the  Conmiission  September  30,  1918,  states  among  other 
things  that  it  has  in  effect  at  present  a  rate  of  $3.75  per 
quarter  payable  in  advance,  and  subject  to  discounts  of  75 
cents  if  paid  during  the  first  month  of  the  quarter, -of  50 
cents  if  paid  during  the  second  month  of  the  quarter,  and 
of  25  cents  if  paid  during  the  third  month  of  the  quarter. 
Said  rate  is  alleged  to  be  inadequate  to  pay  operating 
expenses  and  provide  for  depreciation  and  a  reasonable 
return  on  the  investment.  Authority  is  accordingly 
requested  to  place  in  effect  a  rate  of  $5.25  per  quarter, 
payable  in  advance  and  subject  to  the  same  discounts  as  the 
present  rate. 

Hearing  in  this  matter  was  held  October  31,  1918,  at 
Madison,  Wisconsin.  J.  F.  O'Cownell,  secretary  of  the 
Badger  Telephone  Company,  appeared  on  its  behalf.  There 
were  no  other  appearances. 

The  Badger  Telephone  Company  has  a  number  of  rural 
grounded  lines  radiating  from  Bichland  Center  and  some 
radiating  from  Bloom  City,  a  rural  village  about  11  miles 
by  air  line  and  17  by  road  north  by  west  of  the  city  of  Bich- 
land Center.  Switching  service  for  these  subscribers  is 
performed  by  the  Richland  Telephone  Company  of  Rich- 
land Center,  applicant  having  no  central  office  of  its  own 
at  that  place.  On  the  lines  about  Bloom  City  applicant  has 
62  subscribers.  Applicant  operates  a  central  office  at  Bloom 
City,  which  in  addition  to  switching  its  own  subscribers 
performs  switching  service  for  74  subscribers  on  connecting 
companies'  lines.  In  fact,  applicant  may  be  said  to  be  oper- 
ating two  exchanges.  Subscribers  of  either  exchanges  are 
at  present  obliged  to  pay  a  toll  charge  of  8  cents  per  mes- 
sage when  communicating  witti  subscribers  of  the  other 
exchange,  the  free  service  being  limited  to  subscribers 
within  any  one  exchange  plus  the  subscribers  of  other  com- 
panies directly  connected  to  the  same  switchboard.  This 
means  that  each  subscriber  of  the  Richland  Center,  exchange 
enjoys  free  service  with  1051  subscribers,  and  that  each 
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subscriber  of  the  Bloom  City  exchange  enjoys  free  service 
with  but  135  subscribers. 

Iq  its  Exhibit  I.  presented  at  the  hearing  applicant  repre- 
sents its  book  value  of  the  total  property  to  have  been 
$14,284.97  as  of  December  31,  1917,  and  $14,337.49  as  of 
September  30,  1918.  The  last  annual  report  shows  the 
property  as  of  December  31, 1917,  included  the  central  office 
equipment  at  Bloom  City,  12  miles  of  poles  at  Bloom  City, 
and  91  miles  of  poles  at  Richland  Center,  230  miles  of  rural 
wire,  and  43  miles  of  toll  wire,  besides  the  subscribers' 
stations  and  some  general  equipment.  The  amounts 
assigned  to  these  various  classes  of  property  were  as 
follows : 

Centra!  office  eqnipment ^76  12 

Wire  plant  constmction  and  eqnipment ■      8,583  70 

Sabscribers'  station  equipment 4,082  33 

Qeneral   office  eqnipment 64  50 

Tools,  testing  and  miscetlaneoos  equipment 1,370  32 

TOTAL  C08T  OF  PLANT  AND  EQUIPMENT $14,284  07 

After  a  rather  detailed  analysis  of  the  property  owned 
by  applicant  we  are  satisfied  that  the  value  claimed  by  it 
is  substantially  equivalent  to  the  present  reproduction  cost 
We  estimate  the  division  of  the  property  as  between  the 
Richland  Center  exchange,  the  Bloom  City  exchange,  and 
the  toll  system  to  be  as  follows : 

Richland  Center  exchange $10,658  62 

Bloom  City  exchange 2,078  87 

ToU  system l.™0  00 

$14,337  49 

The  operating  revenues  and  expenses  have  not  until 
recently  been  kept  in  such  manner  as  would  warrant  our 
giving  them  much  consideration  in  a  rate  case.  This  was 
one  of  several  factors  which  led  the  Commission  to  deny 
applicant  an  increase  of  rates  in  a  previous  petition,  the 
decision  in  which  was  entered  July  21,  1917.*    In  Sep- 


•  See  Commission  Leaflet  No.  69,  p.  760. 
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tember  of  1917  a  system  of  accounting  such  as  is  prescribed 
by  the  Commission  was  installed,  and  since  that  time  fairly 

reliable  aeconnting  records  have  been  kept.  The  revenues 
and  expenses  for  the  nine  months  ended  September  30, 1918, 
are  reported  as  follows ; 

Operating  Revemtea: 

Exchange  earnings $2^2  13 

Toll  earnings 463  «6 

MiBceUaneouE  earnings    26  74 

TOTAL  OPBOATINO  BKVEHCBS $3,422  63 

Operating  Expenses : 

Central  office  expenses $868  69 

Wire  plant  expenses :  443  11 

BnbBtation  ^penses  420  72 

Commercial  expenses 128  82 

General  expenses 149  86 

Undiatribnted  expenses  421  72 

TOTAL  Of  ABOVE  ESFKNSES |2,441  92 

Taxes  81  00 

Depreciation  (estimated  by  Commission) 642  82 

TOTAL  OPEBATtNO    ESPEN8EB    $3,165  74 


Net  operating  revennes $266  79 

Annnat  return  on  $14,337.49 2.4 percent. 

Certain  adjustments  should  be  made  in  the  statement  of 
operating  revenues  and  expenses  before  a  definite  concln- 
sion  as  to  the  necessity  for  further  revenues  is  arrived  at. 
One  is  that  prior  to  presumably  July  1,  1918,  various  rates 
were  in  effect  for  switching  service  at  Bloom  City,  some 
companies  paying  a  flat  charge  of  $2.00  per  month  per  line, 
while  others  paid  50  cents  per  month  per  telephone.  By 
the  terms  of  an  order*  issued  by  us  April  29,  1918,  and 
effective  since  July  1,  1918,  the  switching  rate  was  uni- 
formly established  at  $4.00  per  telephone  per  year.  The 
net  result  of  this  adjustment  was  to  increase  the  earnings 

*  See  Commission  Leaflet  No.  78,  p.  1666. 
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from  switched  companies  by  about  50  per  cent  The 
exchange  earnings  for  the  nine  months  ended  September 
30,  1918,  include  the  earnings  actually  made  on  the  switch- 
ing service,  but  do  not  reflect  fully  the  earnings  which  would 
have  resulted  had  the  present  switching  rate  prevailed 
throughout  the  nine  months,  in  which  case  we  estimate  the 
exchange  earnings  and  likewise  the  total  operating  rev- 
enues would  have  been  greater  by  about  $50.00.  Several 
adjustments  will  need  to  be  made  in  the  operating  expenses 
in  order  that  they  may  represent  the  actual  expenses  under 
present  conditions.  To  presume  that  applicant's  mainte- 
nance expenses  have  been  somewhat  above  normal  within 
the  past  nine  months  because  of  a  general  overhauling  and 
rebuilding  of  wire  plant  which,  besides  necessitating  a 
greater  than  normal  supply  of  materials  and  supplies,  has 
also  required  some  additional  maintenance  help.  These 
unusual  costs  should  have  been  debited  to  the  depreciation 
reserve,  but  apparently  have  been  charged  to  the  operating 
expenses.  Undoubtedly  some  of  the  regular  lineman's 
salary  and  some  materials  and  supplies  should  annually  be 
debited  to  the  depreciation  reserve  and  a  prorate  of  these 
costs  should  have  been,  but  was  not,  debited  to  the  depre- 
ciation reserve  as  well  as  the  unusual  costs  already  men- 
tioned. Per  the  purposes  of  this  case  we  shall  therefore 
assume  that  for  the  nine  months'  period  ended  September 
30,  1918,  $2,000  of  the  $2,441.92  of  variable  charges  repre- 
sent actual  operating  expenses  and  that  the  balance  repre- 
sents expenses  which  should  have  been  debited  to  the 
depreciation  reserve  or  the  capital  account  The  expenses 
as  reported  are,  however,  lower  than  those  which  would 
result  had  the  present  scale  of  wages  and  switching  service 
costs  been  in  effect  prior  to'September  30, 1918.  By  the  Com- 
mission's decision  and  order  in  the  Application  of  the  Rich- 
land Telephone  Company  for  Authority  to  Increase  Rates* 
tendered  September  30,  1918,  the  switching  rate  which  the 
Badger  Telephone  Company  is  obliged  to  pa.j  to  the  Rich- 
land Telephone  Company  was  increased  from  $3.00  to 


*  See  CommiBaon  Leaflet  No.  84,  p.  268. 
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$6.00  per  telephone,  per  year,  effective  as  of  October  1, 
1918.  This  will  increase  applicant's  annual  central  office 
expenses  by  $690.  Besides,  applicant  testified  that  its  line- 
man's salary  was  increased  from  $60.00  to  $80.00  per  month 
effective  from  November  1, 1918.  Moreover,  in  its  decision 
of  the  Richland  Telephone  Company  ease  already  alluded 
to,*  the  Commission  made  a  direct  charge  of  certain 
expenses  to  three  other  public  utilities,  one  of  which  is  the 
Badger  Telephone  Company.  These  direct  charges  totaled 
$112.99,  and  were  intended  to  represent  the  shares  of  these 
other  public  utilities  in  certain  general  expenses  incident 
to  the  keeping  of  their  general  accounts,  much  of  which  is 
done  in  the  office  of  the  Richland  Telephone  Company  at 
Richland  Center.  Of  the  $113.99,  $30.00  is  perhaps  fairly 
assessable  to  the  Badger  Telephone  Company.  Our  atten- 
tion is  also  called  to  the  fact  that  heretofore  the  operating 
expenses  of  the  Badger  Telephone  Company  have  included 
only  nominal  allowances  for  general  officer's  salary  and 
that  rates  now  established  should  provide  for  further  man- 
agerial expenses  in  the  future.  Extending  the  revenues 
and  expenses  for  the  nine  months'  period  so  that  they  will 
be  representative  of  a  year's  operation,  and  making  such 
adjustments  as  have  been  pointed  out,  managerial  expenses 
excepted,  results  in  the  following : 

Total  operating  revenne^  extended $4^63  37 

Adjnstmcnt 60  00 

TOTAL  OPERATING  REVENUES  AS  ADJUSTED $4,613   37 

Total  operating  expenses  extended $3,631  76 

AdJDstroents : 

Inereflfied  switching  service  costs 690  00 

Increase  in  lineman's  salar? 240  00 

Direct  charges  by  Richland   Telephone  Com- 
pany    30  00 

TOTAL  OPEBATINO  EXPENSES  AS  ADJUSTED 4,591   76 

NET  OPERATING  REVENUES  A8  ADJUSTED $21   61 


*  See  ConunisKon  Leaflet  No.  84,  p.  '. 
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Assraning  constant  revenoes  and  expenses  snch  as  have 
been  described  now  exist  it  appears  that  the  present  rates 
will  produce  practically  no  revenoes  to  cover  interest  costs, 
for  which  purpose  it  is  onr  opinion  $1,147  would  be  a  fair 
allowance.  This  being  the  case  leaves  little  doabt  but  what 
substantial  increases  in  rates  should  be  authorized. 

Applicant  now  has,  and  would  continue  to  have  were  its 
proposed  rates  authorized,  equal  rates  in  effect  at  the  Rich- 
land Center  and  the  Bloom  City  exchanges.  However, 
applicant  has  agreed  with  us  that  in  view  of  the  fact  that 
it  is  important  for  the  Bloom  City  subscribers  to  communi- 
cate with  Bichland  Center,  but  that  for  such  service  they 
must  pay  toll  charges,  and  in  view  of  various  other  factors 
including  the  more  limited  character  of  the  Bloom  City 
service,  the  most  equitable  procedure  in  this  case  would  be 
to  determine  the  rates  for  the  two  exchanges  involved  inde- 
pendently of  each  other. 

After  due  consideration  of  the  total  costs  involved  under 
present  operating  conditions  both,  as  to  their  amounts  and 
their  incidence,  we  are  of  the  opinion  that  the  following  net 
rates  are  reasonable: 

Richland  Center  sabscribers $4  50  per  qnuter 

Bloom   City  Bubscribers 3  75  per  quarter 

The  above  rates,  together  with  the  other  sources  of  rev- 
enue, will  yield  revenues  as  follows : 

Richland  Center  sabscribers'  eamingB,  230  at  $18.00 $4440 

Bloom  City  subscribers'  earnings,  62  at  $15.00 930 

Bloom  City  switched  snbscribeTs,  74  at  $4.00 296 

Toll  revenues  618 

Miscellaneous  revenues 36 

TOTAL  $8,020 

The  total  operating  costs  of  which  recognition  has  pre- 
viously been  taken  total  $5,738.76.  To  this  amount  should 
be  added  $40.00  for  increased  taxes,  making  total  costs  of 
$5,778.76.  The  difference  between  the  estimated  total  rev- 
enues and  the  total  adjusted  expenses,  plus  snch  revenues 
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as  will  naturally  result  from  the  normal  development  of  the 
business,  will  be  sniBcient,  we  feel,  to  provide  for  any 
increased  managerial  expenses  which  applicant  may  be  at 
this  time  entitled  to. 

The  discount  provision  and  other  rules  and  rates  now  in 
effect  will  be  left  undisturbed  by  our  order  in  this  case. 

/*  15,  therefore,  ordered,  That  the  applicant,  the  Badger 
Telephone  Company,  be,  and  the  same  hereby  is,  authorized 
to  substitute  for  rates  now  in  effect  the  following  increased 
rates : 

Sabseriben  on  lines  directly  connected  to  Richland  Telephone  Company's 
switchboard  at  Richland  Center.    Per  quarter,  ^ross  $5.25,  net  $4.50. 

Sabacribers  on  Hnea  directly  connected  to  applicant's  Bloom  City  switch- 
board.   Per  quarter,  ((rosa  94.50,  net  $3.76. 

Bills  shall  be  rendered  at  the  gross  rates,  but  discounts 
therefrom  of  75, 50  and  25  cents,  respectively,  shall  be  given, 
depending  upon  whether  biUs  are  paid  in  the  first,  second 
or  third  months  of  the  quarter  for  which  they  may  be  due. 
These  rates  become  effective  January  1, 1919. 

It  is  further  ordered,  That  all  rules,  including  such  as 
relate  to  the  time  and  method  of  making  payments  of 
rentals,  together  with  all  rates  and  charges  not  in  conflict 
with  the  rates  provided  in  this  order,  shall  remain  in  full 
force  and  effect  as  heretofore. 

Dated  at  Madison,  Wisconsin,  the  first  day  of  January, 
1919. 


In  re  Alleged  Refusal  of  Marshfield  Rural  Telephone 
Company  To  Extend  Service  to  Chas.  W.  Meyers. 

U-1014. 

Decided  January  8,   1919. 

Bvnl  Oompaay  Ordered  to  Extend  Service  to  Oomplainant  Qpon  P&y- 

mntt  of  Put  of  Oost  of  Extension  ot  Snbwiiption  to  Stock. 

Opinion  and  Decision. 
This  complaint  was  first  called  to  the  attention  of  the 
Commission  in   correspondence    and,    after    attempts    to 
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adjust  the  complainant's  grievance  informally,  the  matter 
was  set  for  hearing  at  the  city  of  Marshfield  September  18, 
1918.  At  the  hearing  Chas,  W,  Meyers  appeared  on  his 
own  behalf  and  John  Brinkman  and  P.  A.  Eberhart 
appeared  on  behalf  of  the  respondent  company.  It 
appeared  in  substance  that  the  complainant,  Mr.  Meyers, 
had  been  endeavoring  to  procure  telephone  service  from 
the  Marshfield  Rural  Telephone  Company  for  some  time 
and,  on  one  occasion,  an  attempt  was  made  by  the  company 
to  extend  a  line  to  reach  the  complainant  aiid  several  of  his 
neighbors.  Later  the  neighbors  determined  that  they  did 
not  care  to  have  the  service  and  the  company  refused  to 
construct  the  extension  to  serve  Mr.  Meyers  alone. 

Mr.  Meyers'  residence  is  situated  east  of  the  city  of 
Marshfield,  just  a  short  distance  beyond  the  city  limits. 
Intervening  between  his  residence  and  the  thickly  populated 
portion  of  the  city  is  a  large  experimental  farm.  The 
Marshfield  Rural  Telephone  Company  has  a  line  running 
toward  the  city  from  the  east,  and  running  to  within  a  mile 
and  a  quarter  or  less  of  Mr.  Meyers'  house. '  It  is  this  line 
from  which  Mr.  Meyers  hopes  to  procure  service. 

The  Marshfield  Rural  Telephone  Company  is  a  small 
rural  company  giving  service  to  renters  as  well  as  stock- 
holders. Its  shares  are  of  a  par  value  of  $50.00  each.  It 
was  testified  by  Mr.  Meyers  and  admitted  by  the  repre- 
sentatives of  the  company  that  Mr.  Meyers  had  proposed 
to  purchase  two  shares  of  stock  in  the  company  to  discharge 
in  part  the  cost  of  constructing  the  line  to  reach  him.  It 
was  shown  in  evidence  also  that  at  least  one  other  sub- 
scriber could  be  obtained  if  the  line  were  constructed  from 
its  present  terminus  to  the  Meyers  house. 

The  company  contended  that  it  did  not  desire  to  build 
the  line  unless  the  entire  cost  was  paid  by  the  complainant. 
This  cost  it  was  estimated  would  be  in  the  neighborhood  of 
$200.  It  was  testified  that  it  would  take  approximately 
44  poles  and  500  jwunds  of  wire  to  construct  the  extension. 
Careful  review  of  the  figure  submitted  by  the  company  indi- 
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cates  that  their  estimate  of  the  cost  of  the  construction  is 
somewhat  excessive.  Exclusive  of  the  instrument,  which 
would  cost  in  the  neighborhood  of  $12.75,  the  cost  of  con- 
structing the  line  on  the  basis  of  present  prices  would  be 
between  $160  and  $1G5.  If  Mr.  Meyers  subscribed  and  paid 
for  two  shares  of  stock  it  would  seem  that  the  company 
could  well  afford  to  construct  the  extension  to  reach  him, 
particularly  in  view  of  the  prospect  of  procuring  another 
subscriber  on  the  extension. 

Some  testimony  was  adduced  as  to  the  possibility  of 
Mr.  Meyers  procuring  service  from  either  the  Marshfleld 
telephone  exchange  or  the  Mill  Creek  Telephone  Company, 
both  of  which  are  operating  in  the  neighborhood.  Substan- 
tial reasons  were  given  why  it  would  be  more  convenient 
for  him  to  obtain  service  from  the  nearby  line  of  the 
respondent  company  than  from  either  of  the  other  com- 
panies mentioned.  It  is  true  that  the  line  which  it  is  pro- 
posed to  extend  already  has  14  subscribers  attached,  which 
is  something  of  an  overload,  but  the  addition  of  one,  or 
perhaps  two,  subscribers  to  this  line  will  not  load  it  more 
heavily  than  are  other  lines  of  the  same  company,  and  it  is 
probable  that  some  time  in  the  not  distant  future  a  readjust- 
ment of  the  circuits  will  be  made  which  will  reduce  the 
number  of  subscribers  attached  to  each  line  so  as  to  con- 
form to  the  standards  of  the  Commission. 

/( is,  therefore,  ordered,  That  the  Marshfield  Rural  Tele- 
phone Company  extend  its  lines  eastward  along  the  high- 
way toward  the  city  of  Marshfield  to  reach  the  residence  of 
Chas.  W.  Meyers,  on  the  condition  that  said  Chas.  W. 
Meyers  pay  to  the  company  the  sura  of  $100  toward  defray- 
ing the  cost  of  construction,  such  payment  to  be  either  in 
the  form  of  a  subscription  to  the  capital  stock  of  the  com- 
pany or  a  cash  contribution  toward  the  cost  of  the  line. 

Said  extension  shall  be  constructed  and  service  given 
before  the  first  day  of  May,  1919. 

Dated  at  Madison,  Wisconsin,  this  eighth  day  of  January, 
1919. 
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In  re  Application  of  Plattevillb,  Rbwey  aht>  Ellenbobo 
Telephone  Company  for  Authoritt  to  Establish  a 
Toll  Rate  Between  Cxtba  City  and  Plattevillb. 

U-1016. 

Decided  Jawiary  iS,  19W. 

Toll  Eate,  in  Lien  of  Free  Litercluuigs  Service,  AoUiortiad  —  Division 
of  ToU  Prescribed. 

Opinion  and  Decision. 

Application  in  the  above-entitled  matter  was  filed  with 
the  Commission  October  9, 1918,  and  a  hearing  held  therein 
November  8,  1918,  at  Madison,  Wisconsin.  The  only 
appearances  entered  were  N.  E.  Adkinson,  president,  and 
Grin  W.  Aiken,  manager,  both  on  behalf  of  the  petitioning 
utility. 

Thje  facts  as  related  in  the  testimony  to  be  considered  in 
this  case  are  that  there  is  a  clear  metallic  circnit  connecting 
the  central  office  of  the  Platteville,  Rewey  and  Ellenboro 
Telephone  Company  at  Platteville  with  the  central  office  of 
the  Cuba  City  telephone  exchange  at  Cuba  City;  that  the 
distance  between  these  two  central  offices  is  about  12  miles 
via  the  circuit  but  only  9  miles  by  air  line ;  that  service  over 
this  circnit  is  now  and  always  has  been  free,  but  that  the 
service  is  not  the  best  because  there  is  no  present  provision 
for  regulating  the  number  or  the  duration  of  messages  on 
the  line,  which  results  in  often  delaying  important  and 
urgent  conversation.  In  order  to  improve  the  character  of 
the  service  petitioner  asks  to  be  authorized  to  place  in  effect 
a  toll  charge  of  10  cents  for  the  first  three  minutes  and  5 
cents  for  each  additional  two  minutes,  the  same  to  be 
applied  on  all  messages  between  Cuba  City  and  Platteville. 

The  situation  is  quite  comparable  with  that  presented  in 
a  case  by  the  Farmers'  Telephone  Company  of  Beetown* 
within  the  past  year  praying  for  the  establishment  of  a  toll 
rate  between  Lancaster  and  Platteville  —  21  W.  R.  C,  R 


'  See  Commission  Leikilet  N^o.  81,  p.  1085. 
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281  —  and  should,  we  believe,  be  similarly  treated.  Whether 
the  revenue  which  will  accrue  from  the  toll  rate  will  be 
excessive  can  not  well  be  determined  until  such  rate  has 
been  in  effect  for  some  time,  but  unless  the  traffic  between 
Cuba  City  and  Platteville  is  unusual,  which  does  not  appear 
to  be  the  case,  we  do  not  think  that  excessive  revenues  will 
result.  We  shall  therefore  issue  an  order  in  this  matter 
similar  to  the  order  in  the  case  cited  above. 

It  is,  therefore,  ordered,  That  the  applicant,  the  Platte- 
ville, Rewey  and  Ellenboro  Telephone  Company  and  the 
Cuba  City  telephone  exchange,  be,  and  the  same  hereby  are, 
authorized  to  collect  a  charge  of  10  cents  for  each  three- 
minute  message,  and  5  cents  for  each  two  additional  minutes 
or  fraction  thereof,  on  all  messages  passing  over  the  metal- 
lic toll  line  between  their  respective  exchanges  at  Platte- 
ville and  Cuba  City.  - 

It  is  further  ordered,  That  each  company  shall  retain 
25  per  cent,  of  the  revenues  arising  from  messages  originat- 
ing at  its  exchange,  and  the  remainder  of  the  toll  shall  be 
divided  between  the  two  companies  in  proportion  to  the 
number  of  miles  of  the  toll  circuit  owned  by  each. 

Dated  at  Madison,  Wisconsin,  this  fifteenth  day  of  Jan- 
uary, 1919. 


In  re  Application  of  Port  Wing  Telephone  Company  for 
Authority  to  Increase  Rates. 


Decided  January  IS,  1919. 

Increus  in  BnsinMs,  Beddence,  and  Bnral  Batss  Anthorized  —  Book 

Valne  Used  — ^Allowance  of  11  Per  Cent,  for  BeMrre  for  Dopre- 

dation  and  Bate  of  Betnm  Considered  not  EzcesBive. 

Opinion  and  Decision. 

The  application  in  this  proceeding  was  filed  November  9, 

19l'8,  and  a  hearing  was  scheduled  for  December  12,  1918, 

but  no  appearances  were  entered.     The  Port  Wing  Tele- 
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phone  Company  desires  to  increase  its  rate  to  business  sub- 
scribers from  $1.50  to  $2.00  per  month,  and  to  residence 
and  rural  subscribers  from  $1,00  to  $1.50  per  month,  for  the 
reason  that  it  is  necessary  to  increase  the  wages  of  its 
employees.  Subsequent  to  the  filing  of  the  application  a 
petition  signed  by  16  of  the  subscribers  was  submitted 
praying  that  the  increase  requested  by  the  company  be 
granted ;  at  the  same  time  one  of  the  subscribers  wrote  a 
letter  protesting  against  any  increase  in  rates. 

The  Port  Wing  Telephone  Company,  Bayfield  County, 
owns  and  operates  a  telephone  system  in  the  village  of 
Port  Wing  and  in  the  adjacent  rural  territory.  The  equip- 
ment consists  of  a  200-drop  magneto  switchboard  wiUi  60 
lines  connected.  Thirty-six  of  these  lines  serve  39  business 
and  residence  subscribers  in  the  village,  and  22  serve  90 
rural  subscribers.  There  are  two  toll  circuits  in  service, 
one  between  Port  Wing  and  Iron  River,  another  between 
Port  Wing  and  Herbster.  Toll  charges  of  15  cents  and 
10  cents  are  in  effect  upon  messages  betM'een  Port  Wing 
and  these  two  respective  exchanges.  All  the  circuits,  both 
toll  and  subscribers  *,  are  grounded. 

The  company's  last  annual  report  shows  that  the  capital 
stock  outstanding  is  $3,430,  and  the  book  value  of  property 
is  carried  at  $5,164.88.  The  company  having  never  paid 
any  dividends  put  all  of  its  surplus  earnings  back  into  the 
property.  It  does  not  appear,  however,  that  in  the  past 
years  the  earnings  have  been  sufficient  to  cover  the  neces- 
sary depreciation  charges  and  allow  the  stockholders  a  fair 
return  upon  the  value  of  the  property  used  and  useful  in 
the  business.  The  book  value  of  $5,164.88  indicates  an 
average  investment  of  $40.03  per  subscriber.  This  appears 
to  be  somewhat  below  the  normal,  particularly  when  we 
realize  that  the  community  in  which  the  company  operates 
is  rather  sparsely  settled  and  that  the  rural  subscribers 
average  less  than  5  per  circuit. 

In  1917  the  total  operating  revenue  amounted  to  $2,071.41 ; 
the  operating  expenses  and  taxes  were  $1,527.14,  leaving 
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$544,27  available  for  depreciation  and  interest.  This  is 
but  slightly  over  10  per  cent,  upon  the  book  value,  which 
in  this  proceeding  may  readily  be  taken  as  a  rate  base  and 
still  be  on  the  conservative  side.  In  1916  the  company  had 
$399.87  available  for  depreciation  and  interest,  and  in  1915 
it  had  but  $325.82.  The  operating  expenses  and  taxes  per 
subscriber  were  $11.83  in  1917.  This  is  a  good  deal  higher 
than  is  found  in  rural  systems  of  this  character,  but  this 
higher  unit  appears  to  be  justified  by  the  fact  that  the 
wages  of  the  switchboard  operator  and  lineman  are  spread 
over  a  relatively  small  number  of  subscribers.  It  is  doubt- 
ful whether  the  costs  of  switchboard  operation  would  be 
any  higher  if  the  company  had  twice  the  number  of 
subscribers. 

The  company  is  now  confronted  with  additional  increases 
in  operating  expenses  on  account  of  wage  increase.  The 
operators  have  been  paid  $60.00  a  month;  this  has  to  be 
increased  to  $100.  The  lineman's  wages  have  to  be  raised 
from  $60.00  to  $75.00  a  month.  These  two  wage  increases 
result  in  an  increase  of  operating  expenses  amounting  to 
$660  a  year.  If  we  add  this  to  the  operating  expenses  of 
$1,527.14  for  the  year  1917  we  get  $2,187.14  as  our  estimate 
of  operating  expenses  for  the  year  to  come.  This  does  not 
include  any  increases  in  the  cost  of  materials  and  supplies. 
The  rates  proposed  applied  to  the  present  number  and 
class  of  subscribers  will  yield  a  revenue  of  $2,382.  In  1917 
it  appears  that  the  company  enjoyed  a  revenue  from  its 
toll  lines  and  from  commission  on  long  distance  calls 
amounting  to  about  $400.  Consequently  we  are  estimating 
the  total  operating  revenue  to  be  about  $2,782  under  these 
proposed  rates.  This  would  leave  the  company,  after 
deducting  the  estimated  operating  expenses,  about  $595 
available  for  depreciation  and  interest,  or  about  11  per 
cent,  upon  the  assumed  rate  base  or  value  of  the  property. 
It  can  not  be  said  that  this  amount  is  excessive,  or  that  the 
rates  proposed  in  the  application  are  unreasonable  con- 
sidering all  the  circumstances. 

It  is,  therefore,  ordered,  That  the  Port  Wing  Telephone 
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Company  be  authorized  to  discontinue  its  present  schednle 
of  rates  and  substitate  for  it  the  following: 

Per  Month 

BuBinesa  telephone   $2  00 

Residence  and  rural  telephone 1  50 

These  rates  may  become  effective  February  1,  1919. 

Dated  at  Madison,  Wisconsin,  this  fifteenth  day  of  Jan- 
uary, 1919. 


In  re  Application  of  Wisconsin  Telephone  Company  foe 
Appeoval  of  the  Order  of  the  Postm:aster  Qenebal, 
No.  2495,  Fixing  Chaeges  and  Classifications  for  Toll 
Service. 

Decided  January  30, 1919. 

Filing  and  Approval  of  Toll  Batu  and  Toll  Serric*  OUiiiflcatifliiit 
Anthorlwd  by  Pottmuter  G«n«ral  in  Ordwr  Ho.  2406,  Donlod. 

Applicant  applied  to  the  Commiaaion  for  ita  approval  of  the  Post- 
master General's  Order  No.  2496,  fixing  ohargea  and  classiflcationa  for 
toll  service.  Rates  for  all  of  the  service  intended  to  be  covered  by  the 
proposed  order  have  previously  been  filed  and  approved  by  the  Com- 
mission. At  n  hearing  on  Jannaiy  20,  1019,  applicant  introdnced  in 
evidence  the  President's  Proclamation,  the  Joint  Besolntion  of  Cot^treas, 
and  Orders  Nos.  1783  and  2496  of  the  Postmaster  Oeneral,  bat  declined 
to  enter  upon  a  further  hearing  upon  the  question  of  the  reasonableness 
of  the  present  toll  rates  in  effect,  or  to  accept  the  offer  of  the  Commis- 
sion to  correct  any  unreaaonable,  unfair,  unjust  or  discriminatory  rates, 
claiming  that  the  orders  of  the  Postmaster  General  were  conclusive. 
Applicant  was  unable  to  state  that  an  increase  was  necessary  for  the 
Wisconsin  business  considered  separately,  or  that  the  present  rates  wen 
non  -remanerati  ve , 

The  Commission  concluded  that  it  was  the  position  of  the  Poatmasler 
General  that  though  the  rates  in  Wisconsin  were  in  and  of  themselves 
reasonable,  just,  non-discriminatory  and  fully  remunerative,  yet  if  the 
rates,  in  other  parts  of  the  Unit«d  States  were  pot  remnnerative,  the 
rates  in  Wisconsin  shonid  be  adjusted  and  pot  on  the  same  scale  aa  in 
all  other  parts  of  the  Un<ted  States,  regardless  of  the  differenee  in  eon- 
ditions  prevailing. 

Held:  That  under  the  laws  of  Wisconsin,  only  such  toll  chaises  were 
effective  in  the  State,  for  intrastate  service,  as  were  on  file  with  and 
approved  by  the  Commiasion; 
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That  the  effect  of  the  pn^xieed  order  wu  to  rerolntioiiize  the  Uilt  rate 
sygtem  on  intrastate  business  in  Wisconsin,  and  to  increase  tiemendonaly 
the  charges  for  toll  service  j 

That  as  the  object  to  be  attained  by  the  installation  of  the  rates  in 
Wisconsin  was  not  disclosed,  and  contd  not  be  ascertained,  and  as  there 
iraa  no  evidence  that  such  rates  were  neeessaTy  as  a  war  measure,  or,  if 
BO,  in  what  way,  and  as  the  proposed  order  was  not  to  prevent  injniy 
to  the  bnsineBB  and  iatereata  of  the  people  and  of  the  telephone  ntilitics, 
including  those  in  Wisconsin,  but  would  work  injury  to  the  bnsiness  and 
interests  of  the  people  and  of  telephone  utilities  in  Wisconsin,  the  petition 
for  the  filing  and  approval  of  such  rates,  for  application  to  intrastate 
business  in  Wisconsin,  should  be  disapproved  and  denied.* 

Opinion  and  Decision. 
The  petition  in  the  above-entitled  matter  was  filed  with 
the  Bailroad  Commission  on  January  17, 1919.    Among  the 
allegations  is  the  following : 

"  The  Postmaster  Qeneral  made  said  order  to  prevent  injury  to  the 
business  and  interests  of  the  people  and  of  the  telephone  utilities,  includ- 
ing those  in  the  State  of  Wisconsin;  and  to  prevent  such  injury  to  the 
business  and  interests  of  the  people  and  telephone  utilities,  including 
those  in  Wisconsin,  it  is  necessary  that  the  change  of  rates  set  forth  in 
said  order  shall  be  effective  as  of  12 :01  a.  m.,  Jannaiy  21, 1919,  in  accord- 
ance with  the  terms  of  said  order." 

Attached  to  said  petition  is  Exhibit  A,  being  so-ealled 
Order  No.  2495,  dated  December  13,  1918,  by  the  terms  of 
which  order  standard  toll  rates  are  proposed  to  be  put  in 
force  and  effect  for  intrastate  traffic  in  the  State  of  "Wis- 
consin, which  order  would  provide  for  a  classification  of  toll 
telephone  service  known  as  station  to  station  messages, 
person  to  person  calls,  appointment  calls,  messenger  calls 
and  collect  calls,  the  station  to  station,  person  to  person, 
and  appointment  calls  being  proposed  on  a  mileage  basis. 

The  prayer  of  the  petition  is  that  this  Commission  take 


*  On  January  24,  1919,  the  Attorney  Qeneral  of  Wisconsin  made 
application  to  the  Supreme  Conrt  of  Wisconsin  for  a  temporary  writ  of 
iojunctioa  against  defendant  to  restrain  it  from  putting  the  new  toll 
rates  into  effect.  The  injunction  was  denied,  but  the  Supreme  Conrt  took 
JDiisdiction,  ordered  complaint  served  on  defendant,  and  gave  it  ten  days 
to  answer  or  demur.    No  date  for  hearing  has  been  set. 
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such  action  as  it  may  see  fit  in  the  premises,  and  that  the 
schedule  of  rates,  rules  and  practices  of  the  Wisconsin 
Telephone  Company  be  regarded  as  modified  and  amended 
so  as  to  incorporate  the  terms  of  said  order,  and  that  such 
amendment  and  modification  be  regarded  as  effective  as  of 
12:01  A.  M.,  January  21,  1919. 

Under  the  laws  of  the  State  of  Wisconsin  only  such  toll 
charges  are  effective  in  the  State  of  Wisconsin  for  intra- 
state service  as  are  on  file  with  this  Commission  and 
approved  by  it.  The  Wisconsin  Telephone  Company  has 
such  rates  on  file  with  this  Commission  and  duly  approved 
for  all  of  the  service  intended  to  be  covered  by  proposed 
Order  No.  2495. 

The  effect  of  the  proposed  order  is  to  revolutionize  the 
toll  rate  system  for  intrastate  telephone  business  in  the 
State  of  Wisconsin.  Except  for  some  very  short  distance 
telephone  service,  the  effect  is  to  tremendously  increase  the 
charges  in  Wisconsin  for  toll  service.  It  does  away  with 
the  present  schedule  for  two-minute  service  in  the  State  of 
Wisconsin  and  substitutes  in  lieu  thereof  three-minute 
service  of  different  classes  at  an  increased  rate,  running 
over  100  per  cent,  in  many  instances. 

The  matter  was  set  down  for  hearing  at  10 :00  a.  m.,  Jan- 
uary 20, 1919,  at  the  office  of  the  Commission  at  the  Capitol 
in  Madison.  The  appearances  for  the  petitioner  were 
Miller,  Mack  and  Fairchild,  attorneys,  of  Milwaukee;  John 
A.  Pratt  appeared  for  the  Wisconsin  Telephone  Associa- 
tion. Mr.  Pratt,  however,  took  no  part  in  said  proceedings 
further  than  entering  his  appearance. 

Upon  said  hearing  the  evidence  introduced  by  the  peti- 
tioner consisted  of  a  proclamation  of  the  President  of  the 
ITnited  States,  pursuant  to  Joint  Resolution  of  the  Senate 
and  House  of  Representatives,  bearing  date  July  16,  1918, 
Order  No.  2495,  and  Bulletin  No.  2  of  Telegraph  and  Tele- 
phone Service,  being  Order  No.  1783. 

Upon  the  hearing,  among  other  things,  it  appeared  from 
the  statements  of  the  representative  of  the  Wisconsin  Tele- 
phone Company  that  the  applicant  did  not  desire  a  hearing 
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on  the  qoestion  of  the  reasonableness  of  the  present  toll 
rates  in  effect  for  intrastate  service  in  the  State  of  Wis- 
consin, claiming  that  orders  of  the  Postmaster  General 
were  conclasive.  They  had  no  testimony  or  evidence  to 
present  to  show  that  the  present  rates  were  unreasonable, 
discriminatory  or  non-remunerative.  Upon  the  offer  of  the 
Commission  to  have  a  hearing  upon  the  question  of  the 
reasonableness  of  the  present  toll  rates  in  effect  for  the 
State  of  Wisconsin,  the  petitioner  stated  that  it  did  not 
desire  to  have  any  further  hearing.  Upon  the  offer  of  the 
Commission  to  correct  any  of  the  present  existing  rates, 
if  in  any  respect  they  were  unreasonable,  unfair,  unjust  or 
discriminatory,  it  wiis  stated  that  a  hearing  on  said  ques- 
tions was  not  desired.  No  evidence  was  introduced  in  any 
form  or  manner  in  any  way  attacking  the  reasonableness, 
fairness,  justice  or  non-discriminatory  character  of  the 
present  rates  now  in  force  and  effect. 

The  representative  of  the  petitioner  was  unable  to  state 
that  an  increase  in  revenue  was  necessary  for  the  toll  busi- 
ness in  the  State  of  Wisconsin,  considered  separately,  or 
that  the  present  rates  were  non-remunerative.  Our  con- 
clusion from  the  statements  made  was  that  it  was  the  posi- 
tion of  the  Postmaster  General  of  the  United  States  that 
though  the  rates  in  the  State  of  Wisconsin,  considered  sep- 
arately, were  in  and  of  themselves  reasonable,  just  and  non- 
discriminatory, and  fully  remunerative,  yet  if  toll  rates  in 
other  parts  of  the  United  States  were  not  remunerative, 
the  rates  in  the  State  of  Wisconsin  should  be  adjusted  and 
be  on  the  same  scale  within  all  other  parts  of  the  United 
States,  regardless  of  the  difference  in  conditions  prevailing. 

The  object  or  purpose  to  be  attained  through  the  installa- 
tion of  the  proposed  changes  in  toll  rates  in  the  State  of 
Wisconsin  was  not  diBcIosed,  nor  could  any  such  object  or 
purpose  be  ascertained  by  the  Commission.  There  was  no 
evidence  that  such  rates  were  necessary  as  a  war  measure, 
or  if  so,  in  what  way. 

We  find  that  said  proposed  order  is  not  to  prevent  injury 
to  the  business  and  interests  of  the  people  and  of  the  tele- 
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phone  utilities,  inclnding  those  in  the  State  of  Wisconsin, 
and  from  such  showing  as  was  made  and  from  our  knowl- 
edge of  the  telephone  situation  in  the  State  of  Wisconsin, 
we  find  that  the  proposed  order  will  work  injury  to  the 
business  and  interests  of  the  people  and  of  the  telephone 
utilities  of  the  State  of  Wisconsin. 

The  laws  of  the  State  of  Wisconsin  provide,  as  we  have 
shown,  that  the  telephone  companies  of  the  State  shall  only 
collect  and  enforce  such  toll  rates  as  are  legally  on  file  with, 
and  have  been  approved  by,  the  Railroad  CommissioD  of 
Wisconsin. 

It  is  hereby  ordered,  That  the  petition  of  the  Wisconsin 
Telephone  Company  for  the  filing  and  approval  of  rates  as 
provided  for  in  so-called  Order  No.  2495,  for  application  to 
intrastate  telephone  business  in  the  State  of  Wisconsin,  be, 
and  the  same  is,  hereby  disapproved  and  denied. 

Dated  at  Madison,  Wisconsin,  this  twentieth  day  of  Jan- 
uary, 1919. 


In  re  Application  of  United  Telephone   Company   for 

AtTTHOBITY  TO  INCREASE  RaTES. 

U-1022. 

Decided  January  24,  1919. 

IncTMse  In  Bates  Authorized — Allovance  of  14  Per  Oent.  Hade  for 
EeserTe  for  Devredation  and  Betnin  on  Inveatment — Allow- 
ance of  S  Per  Oent.  Hade  for  Batnm  on  Investment. 

Applicant  songfat  anthority  to  increase  its  rates  at  BlaachardviUe. 

The  Commiasion  fonnd  that  $10,497.29  approximated  the  fair  valne  of 
the  exchange,  that  operating  revenues  in  1917  nere  $3,921.78  and  operat- 
ing expenses,  exclnsive  of  taxes,  reaeire  for  depreciation  and  retora  on 
investment,  were  $3,497.83,  leaving  available  for  taxes,  reserve  for 
depreciation  and  retnm  on  the  investment  $423.95,  an  amount  obvionsly 
inadequate  for  these  purposes. 

The  Commistdon  proceeded  to  determine  the  cost  of  the  various  kinds 
of  service  furnished  at  Blsuchardville  by  apportioning  the  total  costs, 
inclnding  therein  an  allowance  of  14  per  cent,  of  the  depreciable  prop- 
erty to  cover  reserve  for  depreciation  and  return  on  said  property,  and 
8  per  cent,  on  the  non-depreciable  property  to  cover  the  retnm  thereon, 
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to  the  v&iiouB  classes  of  service,  on  the  basis  of  nse.  Promting  the  total 
costs  to  each  class  of  service  among  the  snbscribers  in  each  class  and 
making  an  allowance  for  taxes,  the  Commission  obtained  the  cost  per 
sabscriber  which  flxed  fairly  closely  the  ratios  which  should  exist  between 
the  rates  for  the  various  classes  of  service. 

Beld:  That  the  schedule  of  rates  prescribed  by  the  Commission  dad 
Dot  deviate  widely  from  these  ratios  and  should  provide  sufficient  revenues 
to  cover  the  operating  expenses,  taxes  and  allowances  for  reserve  for 
depreciation  and  return  on  investment  and  leave  about  $318.69  to  pro- 
vide for  increased  operating  labor  costs. 

Opinion  and  Decision. 

Application  in  the  above-entitled  matter  was  filed  with 
the  Commission  September  10,  1918,  by  the  United  Tele- 
phone Company  of  Monroe,  Wisconsin,  a  public  utility  own- 
ing and  operating  telephone  exchanges  at  Monticello, 
Albany,  Blanchardville  and  Monroe,  all  in  the  State  of  Wis- 
consin, in  addition  to  certain  local  toll  lines  between  these 
and  adjacent  conununities. 

This  application  relates  to  the  rates  and  charges  of  the 
Blanchardville  exchange.  It  represents  among  other  things 
that  the  present  lawfal  rates  and  charges  of  this  exchange 
are: 

Businexg  Subacriben: 

One-party,  wall  telephone,  per  month $1  SO 

One-party,  desk  telephone,  per  month 1  76 

Residence  Svbicriberg: 

One-party,  wall  telephone,  per  month 1  00 

One-party,  desk  telephone,  per  month 1  25 

Switched  Companies : 

Per  BOhscriber,  per  year 3  00 

Extensions,  Business  or  Residence: 

Complete  set,  wall  or  desk,  per  month 60 

Talking  set  only,  per  month 25 

Bell  (6-inch  gong),  per  month 15 

Bell  (3-incb  gong),  per  month 10 

Generator,  per  month 10 

Extension  from  business  to  residence  in  the  same  building 

and  for  the  use  of  the  same  subscriber,  per  month 75 

Joint  User: 

BosinesB,  privilege  or  service,  per  month 1  00 

Besidence,  privil^e  or  service,  per  month '  50 
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Excess  Radius  Charge,  Private  Line: 

First  quarter  mile  ontside  city  limits,  per  month $0  50 

Each   additional    quarter  mile   or  traction   thereof,   p«r 

month ' 26 

Private  Line: 

Private  line  service  not  connected  with  the  exvhai^: 

Each  instrument  or  substation,  per  month 50 

Each  quarter  mile  of  line  or  fraction  thereof,  per  month.  50 

Special  Rates: 

Charitable  institntions,  churches,  etc.,  per  month 1  00 

Miscellaneowi  MoulMy  Charges: 

Push  buttons  '. . .  5 

Buzzer 10 

Magneto  hand  generator 15 

Switches  (cam  lever  or  knife) 5 

Adjustophone  with  desk  set IS 

Equipoise  with  desk  set 15 

Auxiliary  receivers 5 

Moves :  . 

Moving  telephone  from  one  building  to  another 2  00 

Moving  telephone  to  a  different  location  in  the  same  build- 
.ing  or  to  a  building  where  no  outside  work  is  required.  1  00 

Petitioner  alleges  that  its  income  under  the  present  rates 
is  not  sufficient  to  provide  a  reasonable  return  upon  the 
capital  invested  and  asks  for  authority  to  place  in  effect 
the  following  increased  rates : 

Bwsitiess  StibscribeTs: 

One-party,  wall  telephone,  per  month $2  00 

One-party,  desk  telephone,  per  month 2  25 

Residence  Subscribers: 

One-party,  wall  telephone,  per  month 1  50 

One-party,  desk  telephone,  per  month 1  73 

Switched  Companies: 

Per  subscriber,  per  year 6  00 

Extensions,  Business  or  Residence: 

General,  per  month 15 

Special  Rales: 

Charitable  institutions,  churches,  etc.,  per  month 1  50 

Other  rates  now  in  effect  to  remain  nnchanged 


DigilizcdbyGOOglc 


Appijcation  op  United  Telephone  Co.  1179 

.  Lu  87] 

Hearing  was  held  October  9,  1918,  at  Madison.  Appear- 
ances were  J.  A.  Pratt,  P.  J.  Weirich  and  8.  E.  Burke,  on 
behalf  of  the  United  Telephone  Company.  There  were  no 
appearances  in  opposition. 

The  Blanchardville  exchange  provides  magneto  metallic 
service  upon  an  nnlimited  ba&is  to  40  business  and  155  resi- 
dence subscribers.  With  the  exception  of  one  four-party 
residence  line,  all  service  is  on  individual  lines.  In  addi- 
tion, it  performs  switching  service  for  336  rural  subscribers 
of  13  connecting  companies.  These  companies  have  a  total 
of  21  lines  connected  with  the  Blanchardville  exchange,  14 
of  which  are  of  full  metallic  construction  and  7  of  which  are 
grounded.  Pour  toll  lines,  three  local  and  one  long  distance, 
are  connected  with  this  exchange. 

The  Commission  issued  on  July  31,  1918,  a  decision  and 
order*  in  an  application  brought  before  it  by  the  United 
Telephone  Company  to  increase  rates  at  the  Monticello 
exchange,  and  on  November  30,  1918,  increased  rates  at 
Albany  were  authorized-f  Much  was  said  in  our  decisions 
of  these  cases,  especially  the  Monticello  ease,  which  obviates 
the  necessity  of  making  detailed  explanations  in  the  matter 
now  before  us. 

Value  of  Property. 

Applicant's  statement  of  annual  additions  and  removals 
of  property  at  Blanchardville  shows  that  the  exchange  was 
originally  obtained  by  purchase  at  a  cost  of  $1,750.  This 
was  in  1902.  Since  that  time  total  net  additions  of  $8,747.29 
have  been  made  to  the  property,  making  the  cost  new  as  of 
December  31,  1917,  $10,497.29.  We  believe  this  figure 
approximates  the  fair  value  of  the  exchange  and  may  rea- 
sonably be  used  as  a  basis  for  computing  depreciation  and 
interest  charges. 

Revenues  and  Expenses. 

Operating  revenues  and  expenses,  exclusive  of  taxes  and 
depreciation,  were  reported  by  applicant  as  follows : 


"  See  Commission  Leaflet  No.  81,  p.  1142. 
t  See  Comimssion  Leaflet  No.  86,  p.  804. 
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THX  Blancbardvilix  Excbanok  roK 
a  1917,  Inclusivx,  am  fir  ExsibitS. 


Year  BwHnt  Dwwnitr  SI, 

lOH 

ms 

ma 

1817 

Operftting  Bevrauea: 

12.316  60 
957  25 
62  61 

12,388  92 
960  40 
60  83 

12,478  88 
966  80 
61  53 

EwniDgB  from  switched  lineg 

906  55 

TOTAI.  OPIIUTIIta  BXVINUEa 

13,338  36 

13,410  IS 

S3, 508  10 

S3, 921  78 

11,319  90 
89  21 
255  42 
60  40 
641  19 
107  68 

11,261  16 
76  28 
253  44 
87  23 
630  90 
132  67 

11,646  68 
6365 
241  53 
97  72 
403  48 
190  02 

TOTAL  0»  ABOVE  BXFINBEB 

12,473  70 
1862  66 

12.331  65 

12,622  98 

S3,tf7  83 

11,078  60 

S883  2I 

Errors  appearing  to  have  been  made  in  the  distributioE 
of  expenses  as  reported  for  the  year  1917  resulted  in  an 
audit  of  these  expenses.  A  statement  showing  how  the 
expenses  should  have  been  distributed  follows : 
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COBBBCTBD    DiSTBIBnnOM    OP    OpSBATIKQ     EZPENBRS    TOR    1917    OF    THB 

Blanch ARDviLLE  Exchange  as  Subuitted  bx  Petitiom. 
Central  Ofjiee  Expenses: 

Operating  wages  fl^M  64 

Other  labor 220  18 

Rent,  light  and  heat 249  96 

Uateriala  and  miscetlaneons 68  93 

$1,683  71 

Wire  Plant  Expenses: 

Labor «180  69 

MateriaU 6  61 

186  10 

Substation  Expenses: 

Labor    $276  05 

Materials  and  miseellaneona 170  33 

446  38 

Commercial  Expenses: 

Labor $532  49 

Materials  and  miscellaneous 92  41 

624  90 

General  Expenses : 

Ubor $287  82 

supplies  and  miscellaneoas 46  66 

334  47 

Undistributed  expenses   222  27 

TOTAL  or  ABOVE  KXPEN8E8 $3,497  83 

The  testimony  states  that  the  United  Telephone  Company 
was  obliged  to  make  a  change  in  its  methods  of  managing 
the  Blanchardville  exchange  during  1917.  Formerly  the 
manager  of  this  exchange  was  procured  on  a  commission 
basis.  Part  of  the  commission  consisted  of  15  per  cent^  of 
all  toll  charges.  All  revenues  for  long  distance  messages 
and  three-fifths  of  all  revenues  for  local  toll  calls  earned  by 
the  Blanchardville  exchange  were  paid  directly  to  the  man- 
ager as  a  part  of  his  compensation.  The  United  Telephone 
Company  did  not  make  any  entry  upon  its  books  of  toll 
charges  paid  to  the  manager.  Only  the  10  per  cent,  of  local 
toll  charges  were  recorded. 

In  the  spring  of  1917  the  company  hired  a  manager  on  a 
salary  basis  for  its  Blanchardville  exchange.    When  this 


DigilizcdbyGOOglc 


1182  Wisconsin  Railkoad  Commission. 

(Wis. 
change  was  brought  about  complete  entries  of  revenues 
from  toll  were  made  upon  the  books,  thus  accoanting  for 
the  apparently  abnormal  toll  earnings  of  1917.  Another 
result  of  the  change  was  to  apparently  and  actually  increase 
operating  expenses.  This  accounts  in  the  main  for  the 
abnormal  increase  in  operating  expenses  for  1917,  increased 
costs  of  materials  and  labor  accounting  for  the  balance.  We 
are  accordingly  in  general  satisfied  as  to  the  accuracy  of 
the  various  operating  revenues  as  set  forth  in  Table  I.  and 
the  various  operating  expenses  as  presented  in  the  state- 
ment showing  their  distribution  as  corrected. 

That  $423.95  is  not  an  adequate  amount  to  cover  the  fixed 
charges  on  an  investment  of  $10,497.29  is  not  questioned. 
The  amount  as  well  as  the  incidence  of  any  increases  in 
rates  which  it  appears  should  be  authorized  will  be  deter- 
mined after  the  method  followed  in  the  Monticello  case.* 

In  order  to  determine  how  the  fixed  charges  shall  be 
apportioned  among  central  office,  wire  plant  and  substation 
property,  it  is  necessary  to  know  how  much  of  each  of  the 
foregoing  classes  of  property  applicant  has  at  Blanehard- 
vUle.  We  estimate  the  division  of  the  property  to  be  as 
follows : 

Central  office  equipmcDt $1,375  00 

Wire  plant  equipment 4,990  00 

Substation  equipment 2,832  00 

Prorate  of  property  located  at  Monroe  and  other  equipment.  750  00 

TOTAL    $9,947  00 

Upon  the  above  property  14  per  cent,  may  be  allowed  to 
cover  depreciation  and  interest.  We  assume  $550  to  repre- 
sent property  of  such  a  nature  that  depreciation  upon  it 
should  not  be  allowed.  Upon  this  amount  interest  at  8  per 
cent,  should  constitute  the  only  fixed  charge.  Following 
our  procedure  in  the  Monticello  case,  we  obtain  the  follow- 
ing summary  of  costs : 


'  See  Commission  Leaflet  No.  81,  p.  1142. 
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TABLE  n. 
Stjidiabt  or  Coan,  EzcLCBiHa  Tazu,  of  tkb  Buhchabovilu  Ezchanoe  fob 

TBI  Y.AII  1917. 

Clauificaiian 

.S3, 

Variabie 

VmvAU 

Plat  UndU- 

tribuUd) 

FixM 

Chargt, 

for  Depreda- 

iMtrmt 

Total 
Cotit 

11,683  71 
186  10 
446  38 
624  00 

S318  74 
35  24 
84  51 
118  25 

S2I4  63 
779  43 
442  52 

1,000  77 

TOTAI. 

$2,941  og 

1666  74 

Apportionment  of  Costs  to  Various  Classes  of  Service. 

1.  Apportionment  of  Central  Office  Costs. 
In  apportioning  the  central  office  costs  among  the  varions 
classes  of  service  various  bases  are  used.    Table  III.  indi- 
cates the  bases  employed  and  the  amounts  to  which  each  is 
applied. 

TABLE  IIL 
-  Showino   Amoumtb   I 


Total 

Direelly 
(0  ToU 

Claui^Coil 

On 

Traffic 
Bati* 

On 
Bom 

On 
Svh- 
Kribtr 
Bant 

Variable   expmm^  direcUy   a» 
■jgned  to  centnl  office 

SI ,683  71 
318  74 
214  63 

11,226  60 
232  20 

$330  18 
62  51 
214  63 

$94  03 
17  97 

S32  00 

fixed  ehargea  to  eentnl  office 

12,217  08 

SI, 458  80 

$607  32 

$112  90 

$38  06 

Data  establishing  the  various  bases  indicated  in  Table 
HI.  follow  in  Tables  IV.,  V.  and  VI.  respectively : 
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CloM  <^  S^Ofcribers 

Number  nf 

PtrCtfO. 
oSToua 

40 
155 

336 
220 
116 

TOTAL 

531 

Nxmbtr  of  Line* 

Per  Cent.  b> 

Uudfor 

Avporlim- 

maU 

Clou  0}  Lint* 

In  VJ 

U  ltd  for 
Apportion- 

Purpou, 

40 

151 

21 
14 

7 
4 

40 
151 

28 

la 

10 

4 

Switched  lineB: 

'""■ 

216 

223 

100.00 

In  explanation  of  a  greater  number  of  switched  lines 
being  used  for  apportionment  purposes  (Table  VI.)  than 
the  number  reported  as  actually  in  use,  it  may  be  said  that 
the  switched  lines  are  heavily  loaded,  and  since  to  some 
extent  switching  costs  are  directly  proportional  to  the  num- 
ber of  lines  used,  to  consider  for  the  determination  of  a 
switching  rate  based  on  costs  the  actual  number  of  lines  in 
use  rather  than  the  number  which  should  be  used  in  order 
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to  reduce  the  number  of  subscribers  per  line  to  a  point 
where  standard  service  might  be  assured,  would  result  in 
the  placing  of  a  premium  upon  the  continuance  of  inferior 
service. 

The  amounts  of  the  central  office  costs  apportioned  on 
the  various  bases  to  the  different  classes  of  service  are 
shown  in  Table  VII. 


TABLE  VII. 


Ckhtkal  Office   Costs  • 


'  SiRvica,   AB  AppoimoNED 


Tolai 

Apvorliot^on 

Clou  of  Service 

Traffic 

Baiii 

SvbKriber 
BatU, 

Direeav 

1344  00 
763  44 

827  74 
463  46 
334  29 

281  90 
142  60 
139  30 

1226  55 
319  19 

680  09 
397  67 
282  42 

232  97 
105  91 
127  06 

J108  95 
411  28 

76  22 
49  01 
27  21 

10  87 
8  15 
2  72 

$8  50 
32  97 

71  43 
46  77 
24  60 

Switched: 

ToU: 

Local  and  lone  distance 
Local 

S3S06 

■^"' 

12,217  08 

11,458  80 

S607  32 

$112  90 

138  06 

2,  Apportionment  of  Wire  Plant  Costs. 

We  assume  that  no  part  of  the  costs  reported  by  appli- 
cant are  assignable  to  local  lines  and  applicant  has  no  rural 
lines  at  Blanchardville.  It  remains  then  to  apportion  the 
wire  plant  costs  among  local  business,  local  residence  and 
switched  subscribers.  The  switched  companies  provide 
wire  up  to  the  office  pole,  using  only  a  portion  of  the  United 
Telephone  Company's  pole  and  wire  support  equipment 
Altogether  the  wires  of  the  switched  companies  make  661 
contacts  with  petitioner's  pole  and  wire  support  system  for 
which  no  direct  rental  is  paid.  If  we  assume  5  cents  per 
contact  to  be  a  fair  annual  rental,  $33.05  should  be  charged 
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to  switched  companies  as  their  share  of  wire  plant  costs. 
On  the  basis  of  actual  contacts,  $5.85  of  this  charge  belongs 
to  the  switched  gronnded  lines  and  $27.20  to  switched  metal- 
lic lines.  Six  of  the  switched  metallic  lines,  according  to 
exhibits,  use  none  of  petitioner's  pole  and  wire  support 
equipment.  The  amount  of  wire  plant  costs  which  should 
be  charged  to  the  switched  companies  as  a  whole  may  also 
be  approximately  determined  from  the  average,  per  con- 
ductor, pole  and  wire  support  costs.  On  this  basis  we 
obtain  charges  ranging  from  $28.29  to  $34.04,  depending 
upon  our  estimate  of  the  ratio  which  the.  pole  and  wire 
support  equipment  cost  bears  to  the  total  wire  plant  cost 
For  the  purpose  of  this  case  we  shall  charge  the  switched 
companies  with  $33.05.  This  leaves  $967.72  to  be  divided 
among  the  local  business  and  residence  lines.  It  will  be 
sufficiently  accurate  for  our  purposes  to  divide  these  costs 
equally  on  a  per  line  basis.  The  total  wire  plant  costs  to 
the  various  classes  of  service  on  the  basis  explained  are 
indicated  in  Table  VIII. 

TABLE  VIII. 
Wifflt  PLiNT  Costs  to  Vasiods  Clabbes  of  Sebvioe  as  Appokfioited  bt 


Class  of  Service 

THE  GOUUISBIOH 

Number  of 
lines 

Cost  per 
Line 
$5,066  (plus) 

5.066  (pine) 

1.67  (plas) 
1.94    (plM) 

.84    (minns) 

Total  Cost 
to  Service 

Local  residence 

Switched: 

Hetaltic  and  gronaaed. 

Metallic   

Qronnded    

Toll 

161 

21 
14 

7 

212 

766  09 

33  06 

27  20 
SS5 

$1,000  77 

3.  Apportionment  of  8id)station  Coats. 

It  is  assumed  that  the  average  cost  represents  fairly 

closely  the  actual  costs  to  local  business  and  local  residence 

subscribers.    With  a  total  substation  cost  of  $973.41  (See 

Table  H.)  and  19&  substations,  excluding  switched  (See 
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Table  V.)  the  average  substation  cost  is  $4.99  (plus).  The 
total  substation  costs  to  the  various  classes  of  service  are 
set  forth  in  Table  IX. 

TABLE  IX. 

Substation  Costs  to  Vabious  Glasses  or  Servicx  as  AppoitnOHED  bt 

THE  CouuissroK. 


Number  of 

Cost  per 

Toua  Coat 

Class  of  Service 

Substations 

Station 

to  Service 

Local  btumesB   

40 

$4  99  (plus) 

$199  66 

155 

4  99  (plus) 

773  75 

Toll 

196     . 

4973  41 

4.  Apportionment  of  Commercial  Expenses. 
Of  the  commercial  expenses,  $743J^5  {See  Table  II.), 
$24.00  is  charged  to  the  switched  companies.  This  is  the 
amount  apportioned  by  us  to  the  switched  companies  in  the 
■  Monticello  decision'  in  which  14  switching  companies  were 
involved,  while  here  there  are  but  13  such  companies..  The 
greater  part  of  the  commercial  expenses,  $719.15,  is  divided 
on  a  subscriber  basis  among  the  local  business  and  local 
residence  subscribers.  Table  X.  shows  the  amounts  charged 
to  the  various  classes  of  service. 


CoHHimciAL    ExFBmH 

TO    Vabioub    Clahib    of   Sibvict    as 

BT  THB  CoimiBSION. 

APPOBnoHBD 

Cbmo/5«m«! 

of  service 

S14S63 

Swibihed: 

Qroundod 

*  See  CommiBBion  Leaflet  No.  81,  p.  1142. 
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I 
The  total  costs  to  the  various  classes  of  service  as  appor- 
tioned are  soininarized  in  Table  XI. 


TABLE  XI. 
ViJuovB   Clahxb   or 

THB  COMUBBION. 


BcBvicc   AS   ArpOBnoitcD    sT 


Cla»»  (^  Seniex 

CtrOrai 
Office 
CoiU 

Win 
Plant 
CoiU 

Svb- 
Uation 
Coo* 

Com- 

JMTci4ll 

Total 
CmU 

t344  00 
763  44 

«Z!  74 
493  45 
334  2S 

281  00 
142  60 
139  30 

t202  63 
765  09 

33  05 
27  20 
585 

1199  66 
773  75 

145  63 
673  62 

24  00 
14  00 
10  00 

Switched: 

Metallic  ftod  srounded 

884  79 

ToU 
Loc>l  and  long  diatenoB... 

281  90 

TOTAL 

12,217  08 

»l,000  77 

$973  41 

rra  15 

Prorating  the  total  costs  to  each  class  of  service  among 
the  number  of  subscribers  in  each  class  and  adding  an 
allowance  for  taxes  gives  the  costs  per  subscriber  indicated 
in  Table  XIL 


TABLE  XII. 
ToTAi,  GoBTa  P»a  Sdbhcbibbb  of  Vamocb  Clabbiih  01 

Sebvice 

ClanoSServUe 

CoUt 

Numba- 
tcribtn 

Bili- 
victtd 
Taai 

CotU 

1891  92 
2,875  80 

884  79 

634  65 
360  14 

281  90 
142  60 
139  30 

40 
155 

336 
220 
116 

$2230 
18  55 

263 
242 
302 

$0  66 
46 

07 
06 
08 

Switched: 

2  48 

ToU 
Locul  uid  long  disteDoe 

TOTU, 

$4,934  41 

631 
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The  per  subscriber  costs  shown  in  Table  XII.  fix  fairly 
close  the  ratios  which  should  exist  between  the  rates  for 
the  various  classes  of  service.  Rates  established  should 
not  deviate  widely  from  these  ratios  and  should  produce 
sufficient  revenues  to  cover  the  total  costs  of  $4,934.41  plus 
about  $125  for  taxes,  or  $5,059.41.  The  local  business  and 
local  residence  rates  which  have  already  been  authorized 
for  the  Monticello"  and  the  Albanyl  exchanges  in  conjunc- 
tion with  the  present  switching  rates  at  Blanchardville 
would  constitute  a  schedule  complying  with  these  condi- 
tions. Table  XIII.  shows  these  rates  and  ±he  revenues 
which  may  reasonably  be  expected  from  them. 

TABLE  XIII. 

Batx8  Suogestbd  bt  the  Couuibsioh  and  Revenues  Which  Uat  Be 

ExpEiTTED  Frou  Them. 

Number  of  Rate  Revenues 

Ciaaa  of  Service                                 Subtcribers  per  Year  per  Year 

Business,  oiie-party  waU  or  desk  set. .               40  $25  80  $1,032  00 

ResideDce,  one-party  desk  set 19  80     

Residence,  one-party  wall  Bet 155  18  00  2,790  00 

Connecting;  companies  switching  serv- 
ice                 336  3  00  1^8  00 

TOTAi  •. 531     $4,830  00 

To  the  $4,830  shown  in  Table  XIII.  should  be  added  the 
toll  earnings,  earnings  from  residence  desk  telephones, 
extensions  and  miscellaneous  services  and  the  non-operat- 
ing revenues.  The  toll  earnings  including  only  10  per  cent 
of  the  local  toll  commissions  have  averaged  about  $60.00 
per  year.  The  total  toll  earnings  resulting -from  25  per 
cent,  commission  on  local  toU  calls  and  15  per  cent,  on  long 
distance  calls  over  a  ten-month  period,  plus  10  per  cent 
commission  on  local  toll  calls  for  two  months,  all  in  1917, 
amounted  to  $308.68  according  to  petitioner's  exhibit  (See 
Table  II.).    From  this  the  total  toll  earnings  may  be  esti- 

*  See  GomtnissioQ  Leaflet  No.  81,  p.  1142. 
t  See  C<Hninission  Leaflet  No.  86,  p.  804. 
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mated  at  $360  per  year.  We  have  no  record  of  the  nuinber 
of  desk  instruments  in  use  by  residence  subscribers,  neither 
do  we  have  the  data  whereby  the  earnings  from  extensions 
and  miscellaneous  charges  may  be  determined.  Non-oper- 
ating revenues  for  the  seven  and  one-half  years  concluding 
with  tiie  date  December  31,  1015,  averaged  $88.00  per  year 
at  Blanchardville.  We  think  this  amount  may  safely  be 
used  as  the  amount  of  revenues  still  accruing  from  this 
source.  ■  The  total  revenues  actually  accounted  for  are 
therefore  $5,278.  The  miscellaneous  earnings  will  probably 
be  sufficient  to  make  the  total  actual  revenues. about  $5,378. 
The  total  costs  of  rendering  service  at  Blanchardville  for 
the  year  1917  have  been  figured  at  $5,059.41.  The  excess  of 
the  estimated  total  revenues  above  these  costs  is  $318.59. 
This  will  provide  for  petitioner's  estimate  of  increased 
operating  labor  costs,  especially  when  recognition  is  given 
to  the  fact  that  there  was  some  duplication  in  the  1917  cen- 
tral office  costs.  The  duplication  referred  to  resulted  from 
an  overlapping  of  costs  at  the  time  when  the  change  in 
management  was  made  necessary. 

The  present  switching  rate  is  $3.00  per  subscriber  and 
this  we  do  not  propose  to  change.  When  switched  lines 
are  heavily  loaded  as  these  are,  it  is  to  be  expected  that 
lower  costs  per  subscriber  will  result.  Our  explanation  in 
the  Monticello  case  discusses  this  particular  point  in  con- 
siderable detail.  It  has  no  doubt  been  noted  that  in  our 
analysis  of  this  case  we  have  kept  the  costs  incident  to  the 
switched  metallic  lines  separate  from  the  switched  grounded 
lines.  This  was  partly  to  take  into  consideration  a  point 
which  applicant  made  at  the  hearing,  viz.:  That  it  took 
more  time  for  operator  to  switch  for  a  call  on  a  grounded 
-line  than  for  one  on  a  metallic  line  owing  to  cross-talk,  etc., 
and  partly  to  determine  for  our  own  information  whether 
the  difference  in  costs  was  sufficient  to  warrant  our  making 
different  switching  rates  for  grounded  lines  than  for  metal- 
lic lines.  Another  point  which  applicant  called  to  our  atten- 
tion which  relates  to  the  switching  service  is  that  it  per- 
forms much  real  service  for  the  switched  companies  of  an 
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advisory  and  managerial  nature,  locates  tronbles  on  lines, 
etc.,  all  of  which  should  be  considered  in  the  determination 
of  the  switching  rate.  In  Table  XII.  it  vn\l  be  noted  that 
the  average  costs  per  switched  subscriber  are  $2.70.  With 
a  $3.00  rate  in  effect  there  will  be  available  30  cents  from 
each  of  336  subscribers,  or  $100.80  to  cover  such  services  as 
have  been  described. 

The  matters  of  special  desk  rates,  extension  and 
miscellaneous  charges,  will  be  treated  exactly  as  in 
the  Monticello  case,*  no  evidence  nor  other  data  having 
been  submitted  which  might  lead  us  to  dispose  of  them 
diflferently. 

It  is,  therefore,  ordered,  That  the  applicant,  the  United 
Telephone  Company  of  Monroe,  Wisconsin,  be,  and  the 
same  hereby  is,  authorized  to  substitute  for  its  present 
rates  and  charges  at  its  Blanchardville  exchange  the  follow- 
ing amended  schedule : 

Rates  (Net). 

Per  Month 

Business,  one-party  wall  or  desk  set $2  15 

Residence,  one-party  desk  set 1  65 

Residence,  one-party  wall  set 1  50 

Per  Year 
Connecting  companies'  switching  service,  per  subscriber. ...  $3  00 

Extenaion:  Per  Month 

Business,  complete  set $0  60 

Residence,  complete  set 50 

Talking  set  only 25 

Bell  (6"  gong)    IS 

Bell  (3"  gonp)  10 

Generator 15 

Joint  Uiier: 

Business  privilege  of  service 1  00 

Residence  privilege  of  service 50 

Ej^cess  Raditts  Private  Line: 

First  quarter  mile  outside  city  limits 60 

Each  additional  quarter  mile  or  fraction  thereof 25 

•  See  Commission  Leaflet  No.  81,  p.  1142. 
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PerMtntk 

Private  Line   Service  Not  Connected  with  the  Exchange: 

Each  ipstrument  or  Bubstation $0  50 

Each  quarter  mile  of  line  or  fraction  thereof 50 

Charitable  Inatitutious : 

Churches,  etc.,  same  as  residence  rat«. 

MisceUaneous :  ' 

Push  buttons 5 

BuEzer  10 

Magneto  or  hand  generator 15 

Switches  (cam  lever  or  knife) S 

Adjustophone 1& 

Equipoise    25 

Auxiliary  receivers  5 

Moves  Within  Village  Limits: 

From  one  building  to  another  building 2  00 

Prom  one  location  to  another  within  the  same  building  or 
to  another  building  when  no  outside  work  is  required. . .       -  1  00 

Moves  Outside   Village  Limits : 
Actual  cost  to  the  company. 

It  is  further  ordered,  That  all  rules  and  other  reffulations 
now  in  effect,  including  such  as  relate  to  the  time  and  man- 
ner of  payment,  shall  be  continued  in  full  forde  and  effect 
as  heretofore  except  in  such  particulars  as  they  may  con- 
flict with  the  provisions  of  thia  order. 

I>ated  at  Madison,  Wisconsin,  this  twenty-fourth  day  of 
January,  1919. 


In  re  Application  of  Markesan  Telephone  Company  for 
Authority  to  Inc;rease  Rates. 


Decided  January  25,  1919. 

Incnase    in    Bates    ATitborind  ^Additional    Ohaige    for    Dosk    Soto 

Antborized  Except  in  Oonsection  WltJi  BnainesB  Telephones  — 

Allowance  of  8  Per  Cent,  for  Ketnm  on  InTestment 

Hade. 

Applicant  songht  authority  to  increase  its  rates  at  Markesan.     The 

Commission's  engineers,  using  net  prices  based  on  a  ton-year  average, 
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found  the  reproduction  cost  new,  inclndii^  12  per  c«nt.  for  overhead 
charges,  was  $17,616  and  the  reproduction  cost  new  less  depreciation, 
$11,901.  Applicant's  book  value  was  $18,572.27  based  on  an  estimate  of 
property  as  of  January  1,  1916,  plus,  additions  to  date.  This  estimate ' 
contained  the  following  items:  "Intangible — Contracts  With  Connect- 
ing Lines,  $1,500;  Tangible  — Central  Office  Equipmpnt,  $1,000;  Wire 
Plant  Construction,  etc.,  $6,790;  Substation  Eiiaipment,  $4,400;  Mis- 
cellaneous Equipment,  $850,"  a  total  of  $14,540. 

Heldr  That  there  was  no  reasonable  basis  for  considering  the  con- 
tracts with  connecting  lines  as  having  any  value  upon  which  a  return 
should  be  allowed;  therefore,  the  item  of  $1,500  should  be  eliminated. 
Fnrthermore,  appl'cant's  hook  value  contained  a  substantial  excess  value 
for  central  office  or  exchange  equipment.  In  fact,  the  book  value  was 
unreliable; 

That  the  only  reliable  information  concerning  the  value  was  that  con- 
tained in  the  appraisal,  and  there  was  no  adequate  reason  for  modifying 
this  in  any  materitU  regard; 

That  as  the  applicant,  with  the  corrections  ind'cated  by  the  Commis- 
sion in  its  operating  expenses,  wquld  have  available  for  interest  and  divi- 
dend purposes  a  total  of  $1,266.12  whiirfa  wonid  yield  a  retnm  of  8  per 
cent,  on  a  value  of  $15,751  —  which  is  somewhat  less  than  the  reprodnc-  - 
tion  value  of  the  property— some  increases  in  rates  would  be  justifiable 
on  the  basis  of  1917  operations.  Further  justification  for  some  increases 
would  he  found  in  the  increased  costs,  particularly  of  labor.  Therefore, 
in  order  to  insure  a  reasonable  rate  of  return  on  its  present  property 
and  to  offset  increased  costs,  so  far  as  the  Commission  was  able  to  judge 
conditions,  applicant  would  be  entitled  to  approximately  $500  more 
revenue  than  might  be  expected  from  its  present  rates; 

That  as  the  rates  which  applicant  proposed  would  produce  $1,116.20 
increased  revenues,  they  should  not  be  allowed,  but  the  schedule  fixed 
by  the  Commission,  permitting  an  increase  sufl^cient  to  yield  the  amount 
of  additional  revenue  needed  by  the  company,  should  be  approved; 

That  no  additional  charge  should  be  made  to  bos'ness  subscribers  for 
desk  sets,  but  all  other  subscribers  should  pay  a  rate  of  15  cents  above 
the  rat*  for  wall  sets; 

That  for  service  over  the  full  metallic  circuit  between  the  villages  of 
Fairwater  and  Markessn  which  was  used  exclusively  by  the  Fairwater 
Canning  Company,  applicant  should  be  allowed  to  chaise  $50.00  per 
year  in  addition  to  the  regular  rentals,  this  $50.00  to  cover  all  such  costs 
as  m'ght  arise  becaose  the  circuit  extended  beyond  the  village  limits  of 
Harkesan.  As  the  fixed  charges  alone  on  this  line  amounted  lo  $56.00 
per  year,  the  line  ehan^  was  very  reasonable,  and  in  addition  to  this 
line  charge  the  Fairwater  Canning  Company  should  pay  a  two-party 
busineaa  rate,  although  theoretically,  there  being  four  telephones  on  the 
line,  it  should  take  a  four-party  rate ; 
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Thftt  for  the  private  groanded  circuit  line  ext«ad:ng  &  mile  and  b  half 
beyond  the  viltnge  limits  and  used  solely  by  the  Farmers  Hemp  Com- 
pany, on  which  fixed  charges  would  be  about  $7.00  per  year  and  mainte- 
nance about  $2.00  per  year,  a  chaige  of  $30.00  per  year,  including  the 
$21.00  per  year  re^lar  rental,  should  be  made. 

Opinion  and  Decision. 
The  Markesan  Telephone  Company,  a  public  utility  oper- 
ating a  telephone  exchange  which  supplies  telephone  service 
in  and  about  the  village  of  Markesan,  filed  with  the  Com- 
mission June  26,  1918,  an  application  wherein,  among  other 
things,  it  states  that  its  present  lawful  rates  are : 

Rates  Payable  Yearly  in  Advance:  Per  Year 

Rural  residence  $12  00 

Rural  business 18  00 

Rural  residence  where  farmers  own  poles 9  00 

Switching'  rates,  per  telephone 6  00 

Raiea  Payable  Monthly  in  Advance:  PerMonik 

Local  res'dence   $1  00 

Local  business  150 

MieeeUaneoua: 

At  the  present  time  subscribers  own  and  miuntain  all  ezten^on  beUs 
and  sets  which  are  in  service.  One  private  full  metallic  line  extends 
about  8  miles  to  Fairwater.  Subscribers  served  by  this  line  contributed 
$250  or  more  toward  its  construction  and  are  paying  the  regular  rat«s  for 
local  service. 

One  private  grounded  line  extending  1^  miles  beyond  the  village  limits 
has  just  been  installed,  the  subscriber  served  havii^  not  yet  been  pro- 
vided with  a  fixed  rate. 

Applicant  alleges  that  the  present  rates  do  not  yield  suffi- 
cient revenue  to  cover  the  operating  costs  and  leave  a  net 
operating  income  adequate  to  pay  reasonable  dividends  on 
it.'!  investment.  It  therefore  requests  authority  to  place  in 
effect  certain  increased  rates  appearing  below,  and  asks 
the  Commission  to  establish  equitable  rates  for  the  service 
on  the  metallic  circuit  to  Fairwater  and  also  on  the  private 
grounded  circuit  recently  constructed.  The  increased  rates 
which  applicant  seeks  to  have  authorized  are : 
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Bttral  Bates:  Per  Quarter 

Rami  residence  $4  50 

Roral  bnstaeas 5  25 

A  disconut  of  75  eents  k  to  be  Applicable  on  the  above  rates  providing 
rental  is  paid  at  the  office  of  the  company  dnring  the  first  month  of  the 
qoarter;  60  cents  if  paid  daring  the  second  month  of  the  quarter;  25 
eents  if  paid  dnring  the  third  month  of  the  quarter;  thereafter  the  gross 
rate  is  to  become  dne  and  payable. 

Per  Tear 
Switching  rates  (payable  in  advance) $6  00 

Business:  Village  Bates:  PerMonth 

One-party  $2  25 

Two-party ■ 2  00 

Residence: 

One-party  1  75 

Two-party 1  50 

Fonr-party  1  25 

A  discount  of  25  cents  per  month  is  to  he  applicable  on  the  above  vil- 
lage rates  if  rentals  are  paid  on  or  before  the  fifteenth  of  the  month  for 
which  rental  is  due. 

Extensions:  PerMonth 

Extension  sets,  business $0  60 

Extensdon  sets,  residence 50 

Extension  belb    15 

Hearing  in  this  matter  was  held  August  21, 1918,  at  Madi- 
son, Wisconsin.  Appearances  were  J.  A.  Pratt  and  H.  A. 
Price  on  behalf  of  the  Markesan  Telephone  Company,  and 
W.  U.  Famsworth  of  Grady  and  Farnsworth  on  behalf  of 
the  Pairwater  Canning  Company.  The  latter  company  and 
its  officials  are  the  sole  users  of  the  metallic  circuit  termi- 
nating at  Fairwater  and  for  which  petitioner  requests  that 
an  equitable  rate  be  determined. 

Chabactee  of  Service. 

Practically  all  service  rendered  by  applicant  is  magneto 

grounded.     It  has  a  total  of  103  lines  in  use,  of  which 

number  but  6  are  metallic.     Of  the  metallic  lines  three  are 

used  by  single  party  business  subscribers  in  Markesan,  one 
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is  of  the  metallic  circuit  to  Fairwater,  and  two  are  toil  lines. 
Altogether  the  Markesan  exchange  serves  497  subscribers, 
classifled  as  follows : 

Business  Subscribers: 

One-party    17 

Two-party   14 

Three-party 3 

Buniiiesg-Residertce  Subscribers : 

Two-party   20 

Three-party 18 

Residence  Subscribers: 

One-party   4 

Two-party  8 

Three-party 48 

Pour-party    36 

Rural  Subscribers: 

Business   (1  line) 11 

Residence    (18  lines) " 229 

Siiitcheii  Subscribers: 
Five  eompanieg  (6  lines) 89 

TOTAL 497 

Toll  connections  are  made  with  two  lines  of  the  Wisconsin 
Tplephone  Company  and  one  grounded  line  jointly  owned 
with  the  Grand  River  Telephone  Company. 

Service  is  unlimited  from  five  o'clock  in  the  morning  to 
ten  o'clock  at  night.  At  other  hours  only  emergency  service 
is  rendered. 

Three  operators,  an  office  clerk  and  the  superintendent, 
who  is  also  owner,  are  the  only  regular  employees.  The 
superintendent,  in  addition  to  performing  whatever  super- 
visory work  may  be  necessary,  also  assists  with  the  line 
work.  Maintenance  men  are  employed  only  occasionally. 

Value  of  Propeety. 
The  Commission's  engineers  made  an  appraisal  of  .appli- 
cant's property  as  of  June  30,  1918.     A  summary  of  this 
valuation  follows: 
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TABLE  I. 

SuuMART  OP  Appraisal  op  the  Markesan  TeiiEphose  Company,  as  or 

June  30, 1918. 

Reproduction 
Reproduction        Cost  Less 
Cla»»ificatiem  Cost  Depreciation 

B.  Distribution  Byatem $13,987  $9,178 

C.  Buildings  and  miscellaDeous  structures... 

D.  Exchange  equipment 557  446 

E.  General  equipment   1,046  863 

total  $15,590  $10,487 

Add  12  per  c«nt.  (see  note  below) 1,871  1,259 

TOTAL $17,461  11,746 

r.  Paving 

TOTAL .■ $17,461  11,746 

H.  Materials  and  supplies 155  156 

TOTAL  $17,616  $11,901 

Note:  Addition  of  12  per  cent,  to  cover  engineering,  duperintend- 
ence,  interest  during  construction,  contingencies,  etc. 

Applicant's  book  value  as  of  June  30,  1918,  as  shown  by 
an  exhibit  introduced  at  the  hearing,  was  $18,572.27.  We 
find  upon  an  inspection  of  applicant's  annual  reports  that 
this  value  is  based  on  an  estimate  of  the  property  as  of 
January  1,  1915,  plus  the  net  additions  to  June  30,  1918. 
The  estimate  includes  the  following  items : 

Intangible,  eontracta  with  connecting  lines $1,500  00 

Tangible : 

Central  oiBce  equipment  1,000  00 

Wire  plant  construction  and  equipment  including  pole  and 

cable  6,790  00 

Substation  equipment 4,400  00 

Uisc-ellaneous  equipment 850  00 

$14,540  00 
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There  is  in  our  opinion  no  reaaonabie  basis  for  consider- 
ing the  contracts  with  connecting  lines  as  liaving  any  value 
upon  which  a  return  should  be  allowed.  The  item  of  $1,500 
should  therefore  be  eliminated. .  The  estimate  placed  the 
value  of  the  central  office  equipment  at  $1,000.  The  annual 
reports  indicate  additions  of  $12.82,  $6.45,  and  $195.68, 
respectively,  as  having  been  made  to  this  equipment  in  the 
three  subsequent  calendar  years,  thus  making  the  book 
value  of  the  central  office  equipment  as  of  December  31, 
1917,  $1,214.95.  It  will  be  noted  that  the  total  cost  new  of 
exchange  equipment  as  appraised  by  our  engineers  was 
$557.  Applicant  did  not  question  this  item  of  the  appraisal. 
It  appears  therefore  that  applicant's  book  value  contains 
a  substantial  excess  value  for  central  office  or  exchange 
equipment.  Other  items  of  the  book  value  have  not  been 
analyzed,  but  the  errors  which  have  been  pointed  out  are 
Buffieient  to  indicate  that  the  book  value  is  unreliable. 

Applicant  objected  to  certain  unit  prices  employed  by 
the  Commission's  engineers  in  their  appraisal.  Compared 
with  present  prices,  the  engineers'  unit  prices,  which  are 
based  on  the  average  prices  over  a  ten-year  period,  are 
admittedly  low. 

It  may  be  well  to  call  attention  to  a  few  matters  relative 
to  the  appraisal.  The  Commission's  unit  price  for  a  5  x  20 
cedar  pole  as  employed  in  the  appraisal  of  applicant's  plant 
was  $1.63.  Assuming  that  78  cents  represents  cost  of  pole  at 
Markesan,  as  applicant  contended,  there  remains  85  cents 
for  labor  represented  in  the  operations  of  unloading,  shav- 
ing, hauling,  roofing  and  framing,  digging  and  setting.  In 
other  words,  02  per  cent,  of  the  total  costs  represents  labor. 
The  ratio  of  labor  to  the  total  cost  as  found  by  the  Commis- 
sion in  a  previous  case  varies  for  different  sizes  of  20  foot 
poles  from  48  per  cent,  to  58  per  cent,  and  for  various  sizes 
of  25  foot  poles  from  36  per  cent,  to  66  per  cent.,  etc.  Simi- 
lar ratios  for  other  appraised  items  are : 
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Cross-arms:  Per  Cent. 

4  pin   42 

6  and  8  pin 32 

10  pin   26 

Standard  Qny  Rods : 

%"    82 

1" 72 

Aerial  Cable  — Gage  22: 

5-pair 33 

15-pair 30 

25-pair 25 

50-pair 21 

100-pair 15 

Aerial  Wire,  Rural  Constmction : 

Iron  No.  12  gage 42 

Applicant  in  its  last  three  annual  reports  records  the 
additions  and  labor  for  construction  charges  to  have  been 
such  as  are  set  forth  in  Table  II. 


Year  Bitdtd  December  31 

All 
Years 

I9IS 

me 

m? 

SI2  82 

281  30 
233  29 
83  31 

W45 

949  94 

213  18 
47  08 

300  00 

%m  68 

1,064  32 
483  89 

Wire   pl&nt   construction   and  equip- 

930  36 
130  39 

Toob,    testing     and     mixcellaneouB 

300  00 

TOTAL  NET  ADDITIONS 

$610  72 

11,516  64 

81,733  88 

Per  cent,  of  laixr  chaise    to    total 

$75  70 
12.4 
26,9 

$521  61 
34.4 
«,0 

J3I3  82 
18.5 
33  8 

S911  13 
23.6 

Per   cent,   of   labor  charpe   to   total 

40.0 
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Comparison  of  the  ratios  of  labor  to  total  charges  as 
actually  made  by  the  company  with  the  ratios  between  these 
charges  as  employed  by  the  engineers,  considering  the 
nature  of  work  performed,  indicate  at  least  that  the  engi- 
neers' allowances  for  labor  used  in  construction  haTe  been 
ample,  thus  refuting  in  general  the  objections  offered  by 
the  company.  It  seems,  however,  that  the  charges  to  con- 
struction for  labor,  as  made  by  the  company,  probably 
understate  the  actual  labor  cost.  From  the  data  appearing 
in  Table  II.  it  is  safe  to  assume  that  the  cost  of  material 
used  in  constructing  additions  to  the  distribution  system 
was  no  less  than  $750  to  $800.  Labor  connected  with  the 
installation  of  this  amount  of  material  we  estimate  would 
cost  no  less  than  $500.  When  consideration  is  given  to  the 
fact  that  some  labor  was  necessarily  employed  to  construct 
additions  to  central  office  and  subscribers'  stations  equip- 
ment, we  believe  that  $550  approximates  more  closely  tilian 
$313.82  the  actual  cost  of  labor  used  in  building  additions 
to  the  plant.  This  matter  will  be  referred  to  later  when  the 
operating  expenses  are  discussed. 

The  only  reliable  information  concerning  value  appears 
to  be  that  contained  in  the  appraisal.  We  see  no  adequate 
reason  for  modifying  it  in  any  material  regard. 

Operating  Revenues  and  Expenses. 
Table  III.  sets  forth  applicant's  operating  revenues  and 
expenses  as  reported  to  the  Commission  in  the  last  three 
annual  reports : 
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Operatinq  Reveki-es  and  Expenses,  Decbuber  31,  1914,  to  Deuembbr 
31,  1917  (as  Repokted  to  Comuission). 
1915 
Operating  Revenues: 

Exehaoge  telephone  eariLings. . . .  $4,834  85 
EamingB  irom  eonnectiDg  line..  393  66 
Uiscellaneons  exchange  earnings 


1916 

1917 

,844  40 

$5,816  72 

510  00 

615  11 

472  77 

233  67 

NO  REVENUES.  .     $5,228  51 


operating  Expeneea: 

Central  office  expense $913  56 

Wire  plant  expense 244  15 

Substation  expense 496  95 

Commercial    expense    61  96 

General  expense 1,352  31 

Undistributed  expense   199  29 

TOTAL  OF  ABOVE  ITEMS $3,258  22 

Depreciation 

Taxes    103  78 

EXPENSES...  $3,362  00 


Net  operating  revenues $1,866  51 

Non-Operating  revenues 


INCOUE    $1,866  51 


$5,827  17 

$6,605  50 

$1,684  44 
577  33 
496  03 
40  23 

888  88 
359  00 

$1,403  68 
160  .W 
58;i  77 
16  70 
1,696  38 
632  59 

$4,045  41 

1,16G  06 

130  98 

$4,493  70 

1,516  85 

147  86 

$5,342  43 

$6,158  21 

$484  74 

$507  29 

$931  46 

$507  29 

We  shall  limit  the  discussion  of  operating  expenses  to 
those  of  the  calendar  year  of  1917.  The  exix'nses  for  this 
year  do  not  appear  to  have  been  projjerly  distributed  among 
the  various  items  of  expense.  Doubtless  much  of  the  g-'ii- 
eral  expense  in  realiiy  was  incurred  for  and  therefore 
should  have  been  charged  to  the  central  office,  wire  plant 
and  substation  work.  But  for  our  present  purposes  this 
is  immaterial.  We  do  think,  however,  that  about  $2M.18 
included  very  likely  in  the  general  expenses  .sliould  be 
removed  as  a  charge  to  the  operating  account  and  debited 
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to  the  capital  account.  To  fail  in  transferring  this  charge 
and  to  allow  what  has  apparently  been  done  in  this  instance 
to  become  a  general  practice  would  if  persisted  in  result 
in  the  utility's  building  itself  up  largely  out  of  earnings. 
As  a  charge  for  depreciation  during  the  year  1917,  $1,000 
would  have  been  adequate.  With  the  corrections  indicated 
applicant  had  available  for  interest  and  dividend  purposes 
for  the  year  1917  a  total  of  $1,260.12.  This  would  yield  an 
8  per  cent,  return  on  a  value  of  $15,751  which  is  somewhat 
less  than  the  reproduction  value  of  the  property  for  that 
year.  It  appears  consequently  that  some  increases  in  rates 
are  justifiable  on  the  basis  of  the  1917  operations.  Further 
justification  for  some  increases  in  rates  is  found  in 
increased  costs,  particularly  of  operating  labor.  During 
1917,  $888.25  was  paid  in  wages  to  central  office  operators. 
According  to  the  testimony  two  operators  are  now  receiv- 
ing $30.00  per  month  and  one  is  receiving  $45.00.  With 
these  wages  the  cost  of  operating  labor  for  the  current  year 
will  be  $1,260,  or  $371.75  more  than  the  1917  costs.  If  other 
unusual  increased  costs  have  taken  place  we  have  no  record 
of  them.  Usual  increases  such  as  naturally  result  in  taxes 
and  depreciation  due  to  increased  earnings  and  growth  of 
plant  will  be  fully  provided  for  in  our  opinion  by  the  normal 
increases  in  revenues.  We  find  that  in  order  to  insure  a 
reasonable  rate  of  return  on  its  present  property  and  to 
offset  increased  costs  so  far  as  we  are  able  to  judge  con- 
ditions, applicant  is  entitled  to  approximately  $500  more 
revenues  than  may  reasonably  be  expected  from  its  present 
rates. 

The  rates  which  applicant  proposes  would,  according  to 
its  own  estimate,  produce  $1,116.20  of  increased  revenues. 
They  therefore  can  not  be  allowed.  The  following  rates, 
taking  into  consideration  the  kind  of  service  applicant  is 
rendering  and  its  need  for  additional  revenue,  are  in  our 
opinion  reasonable: 
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Per  Month 
Business:  Gross  Net 

One-party    _. $2  00  $175 

Two-party 1  76  1  50 

Seaidenee : 

One-par^    175  150 

Two-party    150  125 

Four-party    1  26  1  00 

Per  Qvarter 
Rural:  Gross  Net 

Residence $4  15  $3  40 

BuBineaa  5  25  4  50 

The  diflference  between  the  gross  and  the  net  rates  repre- 
sents the  discount  which  shall  be  given  to  subscribers  for 
prompt  payment  of  rentals.  In  this  regard  the  terms  pro- 
posed by  applicant  are  satisfactory. 

At  the  hearing  applicant  requested  a  special  rate  for  desk 
sets,  of  which  at  present  it  has  33  in  use — 24  by  business 
subscribers  and  9  by  residence  subscribers.  This  Commis- 
sion's attitude  toward  allowing  special  rates  for  desk  sets 
has  been  repeatedly  set  forth  in  decisions  of  the  past  two 
years.  No  special  data  are  offered  by  applicant  which 
lead  us  to  deviate  from  our  position  in  the  past  on  this 
matter.  We  will  accordingly  deny  any  special  rate  for  desk 
sets  to  business  subscribers.  For  other  subscribers  a  rate 
of  15  cents  above  the  rate  fof  wall  sets  will  be  authorized. 

Much  of  the  testimony  offered  in  this  ease  relates  to  the 
determination  of  an  equitable  rate  for  service  over  a  full 
metallic  circuit  between  the  villages  of  Fairwater  and 
Markesan,  a  distance  of  8.7  miles.  As  nearly  as  we  can 
gather  from  the  testimony  the  situation  at  present  is  this : 
the  Markesan  Telephone  Company  has  a  pole  lead  between 
Markesan  and  Fairwater.  This  lead  leaves  the  central 
office  with  ten  or  twelve  groimded  circuits  and  one  metallic 
circuit.  The  metallic  circuit  and  two  of  the  grounded  cir- 
cuits extend  all  the  way  to  Fairwater.  Of  the  remaining 
grounded  circuits  eight  extend  to  a  point  2  miles  from  the 
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central  office,  and  five  of  these  to  a  point  41/2  miles  from  the 
central  office,  the  others  dropping  off  within  a  mile  and  a 
half. 

Of  the  circuits  entering  Fairwater,  the  metallic  circuit  is 
given  over  to  the  exclusive  use  of  the  Fairwater  Canning 
Company,  which  has  four  telephones  —  two  in  Fairwater 
and  two  in  Markesan — connected  therewith.  Service  be- 
tween these  substations  is  available  without  calling  central. 
Applicant  is  responsible  for  keeping  the  circuit  in  good 
operating  condition,  but  the  testimony  shows  that  officials 
of  the  Fairwater  Canning  Company  have  occasion  to  drive 
almost  daily  along  the  road  by  the  side  of  which  the  lead 
in  question  is  constructed,  and  that  they  remove  limbs  of 
trees  and  perform  such  niaintenanoe  work  as  is  not 
technical. 

The  testimony  states  that  this  circuit  was  originally  con- 
structed as  a  grounded  circuit  in  1910,  at  which  time  the 
Fairwater  Canning  Company  advanced  $150  in  cash  to  help 
defray  construction  costs.  The  circuit  was  metallicized 
two  years  later,  and  upon  this  occasion  tlie  Fairwater  Can- 
ning Copipany  advanced  $100  cash  and  some  labor,  the 
value  of  which  we  may  for  the  purposes  of  this  case  assume 
as  being  $50.00.  In  addition  the  Fairwater  Canning  Com- 
pany has  been  paying  the  regular  rentals  for  the  instru- 
ments connected.  After  an  examination  of  the  contracts 
entered  into  between  the  Fairwater  Canning  Company  and 
the  Markesan  Telephone  Company  and  the  testimony  relat- 
ing thereto,  we  thing  there  is  no  doubt  but  what  the  money 
advanced  to  help  defray  construction  costs  should  be  con- 
sidered as  a  portion  of  rentals  paid  in  advance,  and  that 
upon  these  the  Fairwater  Canning  Company  may  reason- 
ably be  entitled  to  interest. 

Facts  necessary  to  establish  quite  accurately  the  repro- 
duction cost  of  the  circnit  in  question  have  been  submitted. 
These  indicate  that  $400  is  a  conservative  estimate  of  the 
reproduction  cost  of  that  part  of  the  circuit  which  is  located 
outside  the  village  limits  of  Markesan.    Of  this  amount  $250 
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may  be  allocated  to  the  costs  of  the  original  grounded  line 
and  $150  to  the  stringing  of  the  second  wire.  On  "this  basis, 
mating,  no  allowance  for  maintenance  charges  whatever, 
we  have  worked  out  the  following  statement  which  we 
believe  shows  that  such  advanced  rentals  as  have  been  paid 
may  now  be  considered  only  as  cancelled  factors  in  the 
determination  of  rates  for  service  on  the  particular  circuit 
in  question.  The  regular  rentals  will  not,  it  may  be 
assumed,  compensate  more  than  the  costs  incident  to  pro- 
viding service  were  all  substations  on  a  line  which  extended 
to  the  village  limits  of  Markesan. 

Statement  Showing  Credits  and  Debits  to  the  Faibwatbr  Canning 
Company  op  Rentals  Paid  in  Advance  by  it  to  the  Markesan 
Telephone  Company,  and  of  Chabges  for  Seevice  Received  by  it 
PROM  THE  Markesan  Telephone  Company. 

Paid  in  cash,  1910 150  00 

Interest  at  6  per  cent 9  00 

total  credit,  1911 $159  00 

Chai^  14  percent,  of  $250 35  00 

Net  credit,  19U $124  00 

Interest  at  6  per  cent 7  44 

Paid  in  cash  and  labor 150  00 

TOTAL  CREDIT,  1912 $281  44 

Charged  14  percent,  of  $250 35  00 

Net  credit,  1912 $246  44 

Interest  at  6  per  cent 14  79 

TOTAL  CREDIT,  1913 $261  23 

Charged  14  per  cent,  of  $400 56  00 

Net  credit,  1913 $205  23 

Interest  at  6  per  cent 12  31 

TOTAL  CREDIT,    1914 $217  54 

Charged  14  per  cent,  of  $400 56  00 
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Net  credit,  1914 $161  54 

Int«reBt  at  6  per  cent 9  69 

TOTAL  CREDIT,  1915 $171  23 

Chai^d  14  per  cent,  of  $400 56  00 

Net  credit,  1916 $115  23 

Interest  at  8  per  cent 6  91 

TOTAL  CREDIT,  1916 $122  14 

Charged  14  per  cent,  of  $400 56  00 

Net  credit,  1916 $66  14 

Interest  at  6  per  cent 3  97 

TOTAL  CREl.IT,  1917 $70  11 

Charged  14  per  cent,  of  $400 56  00 

Net  credit,  1917 $14  11 

Interest  at  6  per  cent 85 

TOTAL  CREDIT,  1918 $14  96 

Charged  14  per  cent,  of  $400 56  00 

Net  credit,  1918 $41  04» 

'Deficit. 

It  is  evident  from  the  above  statement  that  the  advanced 
rentals  are  now  exhansted  and  that  applicant  will  be  per- 
forming service  at  a  loss  unless  some  new  means  of  paying 
the  fixed  charges  and  maintenance  costs  on  the  leased  cir- 
cuit are  now  provided.  At  the  hearing  applicant  requested 
that  it  be  allowed  to  charge  the  Fairwater  Canning  Com- 
pany $50.00  per  year  in  addition  to  the  regular  rentals,  the 
$50.00  to  cover  all  such  costs  as  arise  because  the  circuit 
extends  beyond  the  village  limits  of  Markesan.  The  request 
is  modest  compared  to  the  costs  involved  and  should  in  our 
opinion  be  authorized.  The  costs  involved  have  not  been 
definitely  determined,  excepting  that  we  are  satisfied  that 
fixed  charges  alone  amount  to  at  least  $56.00  per  year.  Our 
analysis  has  been  made  on  the  assumption  that  the  regular 
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bnsiness  and  residence  rates  provided  in  this  decision  for 
subscribers  residing  in  Markesan  will  apply  to  the  four 
instruments  connected.  All  service  should  theoretically 
take  a  four-party  rate.  In  view  of  the  fact  that  no  four- 
party  business  rate  is  provided,  we  think,  since  the  line 
charge  of  $50.00  is  low,  that  for  business  substations  it  will 
be  fair  to  arbitrarily  charge  the  two-party  rate. 

The  private  grounded  line  for  which  we  are  asked  to 
establish  an  equitable  rate  extends  a  mile  and  a  half  beyond 
the  village  limits  of  Markesan  and  is  used  solely  by  the 
Farmers  Hemp  Company.  The  data  from  which  the  exact 
construction  costs  might  be  determined  are  not  at  hand, 
but  since  the  only  additional  expense  involved  was  the 
stringing  of  one  wire  we  estimate  $50.00  will  approximately 
cover  the  entire  reproduction  cost  of  this  circuit  including 
a  prorate  of  the  poles,  wire  supports,  etc.  Fixed  charges 
on  $50.00  will  amount  to  $7.00  per  year.  Maintenance  costs 
would  be  about  $2.00  per  year.  These  charges,  together 
with  the  $21.00  regular  rental,  will  make  a  total  annual 
charge  of  $30.00.  This  rate  vdW,  we  belie^'e,  be  in  propor- 
tion to  the  other  rates  and  entirely  reasonable. 

The  present  switching  rate  not  being  an  issue  has  not 
been  reviewed  by  us. 

It  is,  therefore,  ordered.  That  the  applicant,  the  Marke- 
san Telephone  Company,  be,  and  the  same  hereby  is,  author- 
ized to  substitute  for  its  present  rat^s  and  charges  the 
following  rates  and  charges : 

RWiUi-AR  Rates. 

Per  Month 
Local  BvsinenB,  Wall  or  Desk  Sel.i:  Gross  Net 

One-party  $2  00  $1  75 

Two-party    1  75  1  50 

Local  Residence,  Wall  Sets: 

One-party   1  75  1  50 

Two-party 1  50  1  25 

Fonr-party 1  25  1  00 

Desk  sets,  all  rates  15  cents  above  the  wall  set  rat«s. 
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Per  Quarter 
Rural:  Gross  AVt 

Residence $1  45  4^3  40 

Business  6  25  -l  W 

Switching,  per  telephone  per  year 6  00 

Extenaiana :  Set 

Business,  complete  set $0  GO 

Residence,  complete  set 50 

Bells 15 

Discounts. 
Local  Busiitesa  and  Residence: 

The  difterence  between  the  gross  and  the  net  rotes  represent  discounts 
which  shall  be  given  to  subscribers  who  pay  their  rentals  on  or  before  the 
fifteenth  of  the  month  for  which  renlal  is  due. 

Rural: 

A  discount  of  75  cents  shall  be  given  to  all  rural  subscribers  who  pay 
their  quarterly  rental  during  the  first  month  of  the  quarter  for  which 
rental  is  due;  the  discount  shall  be  50  cents  if  paid  daring  the  second 
month  and  25  cents  if  pa-d  dnring  the  third  month.  Thereafter  the  gross 
rate  becomes  due  and  payable. 

Fairwater  Canning  dompany.  Metallic  Private  Line: 
Line  charge,  payable  annually  in  advance,  net  $50.00. 
For  each  business  telephone,  the  regular  local  business  two-party  rate. 
For  each  residence  telephone,  the  regular  local  residence  fonr-pariy  rate. 

Farmers  Hemp  Company,  Groimded  Private  Line: 
Monthly  charge,  gross  $2.75,  net  $2.50. 
Discount,  same  as  local  business. 

Rules. 

Raral  subscribers  as  used  in  tli^s  case  shall  be  defined  as  all  subscribers 
connected  to  lines  having  more  than  four  parties  connected. 

The  single  i)arty  rates  Shall  be  applicable  in  all  cases  where  two  or 
more  party  service  is  furnished  where  the  character  of  the  distribution 
system  required  is  practically  the  same  as  for  single  party  service,  t.  e., 
where  two  or  more  lines  are  bridged  at  or  near  the  central  office. 

It  is  further  ordered,  That  all  rates,  charges,  rules  and 
regulations  not  specifically  superseded  by  or  in  conflict  with 
the  provisions  of  this  order  shall  continue  in  full  force  and 
effect  as  heretofore. 

Dated  at  Madison,  "Wisconsin,  this  twenty-fifth  day  of 
January,  1919. 
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In  re  Application  ok  Oakfield  Telephone  Company  for 

ACTHDRITY  TO  INCREASE  RaTES. 


Decided  Januarij   S5,   1919. 

lEcretfte  in  BosinesB,  Besidflnce  and  Bnral  Rates  Anthoiized  — Allow- 

ancft  of  15  Per  Cent.  Hade  for  Reserve  for  Depreci&tioii  and 

Return  on  Investment  —  Discount  for  Prompt  Payment 

Authorized. 

Applieant  sought  authority  to  increase  its  business,  residence  and  roral 
rates. 

The  Commission  found  that  the  total  investmpnt,  $25,917.80  was  some- 
what less  than  the  reproduction  value;  that  present  revenues  were  insuffi- 
cient to  pay  operat'ng  expenses  and  allow  15  per  cent,  for  reserve  for 
depreciation  and  return  on  investment;  that  wages  and  salaries  must 
necessarily  be  increased,  and  that  in  order  to  pay  the  increased  operating 
expenses  and  allow  15  per  cent,  for  reserve  for  depreciation  and  return 
on  investment  the  petitioner's  revenues  should  be  increased  by  nbout  $1,100. 

Held:  That  petitioner  should  be  authorized  to  increase  its  business, 
residence  and  rural  rates  and  to  charge  the  rates  fixed  by  the  schedule 
framed  by  the  Commission; 

That  applicant  should  render  bills  at  the  gross  rates  25  cents  in  excess 
of  net  rates,  on  or  before  the  filth  of  each  month,  which  bills  should  be 
payable  at  the  net  rates  on  or  before  the  fifteenth  of  each  month.  On 
bilb  paid  after  the  fifteenth  the  gross  rates  would  he  applicable. 

Opiniok  and  Decision. 
The  applicant,  the  Oak^eld  Teleplioiie  Company,  owns 
and  operates  a  teU'phone  exchange  at  Oakfield,  Wisconsin, 
which  supplies  24-hour  magneto  metallic  service  to  27  local 
business,  80  local  residence,  and  418  rural  subscribers. 
Long  distance  ser\'ice  and  communication  with  the  city  of 
Fond  du  Lac  are  obtainable  over  two  metallic  lines  owned 
by  applicant  which  connect  its  switchlroard  with  the  switch- 
board of  the  Wisconsin  Telephone  Company  at  Fond  du 
Lac.  In  addition  applicant  has  five  rural  lines  iiith  41  suK 
seribers  directly  connected  to  the  Fond  du  Lac  switchboard. 
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The  rates  now  in  effect  are  as  follows : 

All  classes  of  service  at  Oakfield,  per  month $1  00 

Rnral  service  on  lines  directly  connected  with  Fond  du  Lac 

switchboard,  per   month 1  50 

Five-minnte  messages  over  toll  line  between  Oakfield  and 
Fond  dn  Lac: 

For  subscribers,  per  message 5 

For  non-snbscribers,  per  message 10 

Alleging  that  the  present  exchange  rates  are  insufficient 
to  pay  operating  expenses,  and  to  yield  a  reasonable  rate 
of  return,  applicant  proposes  to  substitute  for  them  the 
following  increased  rates : 

Subscribers  on  Likes  Directly  Connecteo  to  the  Oakfield 
Switchboard. 

Per  Month 
Local  Business  Subseriben:  Gross  Net 

One-party  service   $2.25  $2  00 

Two-party  service 2  00  1  75 

Four-party  service  1  75  1  50 

Local  Residence  Subscribers: 

One-party  service  $2  00  $1  75 

Two-party  service 1  75  1  50 

Four-party  service   160  125 

Rural  subscribers   150  125 

Subscribers  on  Lines  Directly  Connected  to  the  Fond  t>v  Lac 
Switchboard. 

Per  Month 
Gross  Net 

Rural  subscribers  .- *1  75  $1  50 

The  net  rates  to  be  applicable  only  in  case  payments  are  made  in 
advance. 

Hearing  in  this  matter  was  held  November  14,  1918,  at 
Madison,  Wisconsin.  Appearances  were  W.  E.  Bristol, 
secretary,  and  F.  M.  Barber,  manager,  on  behalf  of  the  Oak- 
field  Telephone  Company.  There  were  no  adverse 
appearances. 

The  Oakfield  Telephone  Company  reports  that  its  physi- 
cal property  consists  of  123  miles  of  cedar  poles,  584  miles 
of  iron  wire,  25,000  pair  feet  of  cable,  566  subscribers'  sta- 
tions, a  210-drop  capacity  magneto  switchboard  with  120 
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drops  installed,  a  comer  lot  valued  at  $900  and  some  tools 
and  miscellaneous  equipment.  The  total  investment  is 
placed  at  $25,917.80.  This  is,  we  believe,  somewhat  less 
than  the  reproduction  value  as  of  the  present  time. 

We  have  an  exhibit  showing  in  detail  the  operating  rev- 
enues and  expenses  as  kept  by  applicant  for  the  year  1917 
and  for  the  nine  months  ended  September  30  of  1918.  Some- 
what condensed,  these  figures  are  duplicated  in  Table  I. 

TABLE  I. 
Operating  Revehtieb  and  Expbi^ses  op  the  OakpIbld  Telephone  Com- 
pany POB  1917,  AND  PEOM  January  1  to  September  30  for  1918. 
13  Months  9  Months 

Ending  Dec.      Ending  Sept. 
Operating  Reoenuea:  31,1917  30,1918 

Earnii^  from  telephone  rentals $6,411  30  $5,007  29 

CommisBions  on  long  distance  tolls 216  12  159  67 

Other  toU  earnings 924  61  699  01 

total   OFERATINa    BEVENDEB $7,552  03  $5,866  97 


Operating  Expenses: 

Central  office  expenses. $1,679  32           $1,431  06 

Wire  plant  expenses 536  29  225  54 

Substation    expenses    853  54  581  63 

Commercial  expenses  580  61  477  29 

General  expenses    99  95  69  80 

Undistributed  expenses   321  14  217  16 

TOTAL  OF  ABOVE  EXPENBES      $4,070  85  $3,002  48 

Taxes    257  07  24155 

Depreciation    1,500  00  1,125  00 

TOTAL  OFBRATINQ  EXPENSES $5,827  92  $4,369  03 

NET   OPERATING  REVENUES $1,724  11  $1,496  94 

On  the  basis  of  the  data  shown  in  Table  I.  there  were 
$3,224.11  available  for  depreciation  and  interest  purposes 
as  a  result  of  the  1917  operations,  and  at  the  rate  of  about 
$3,395.92  from  the  operations  for  the  year  of  1918.  Since 
the  utility  appears  to  have  properly  distributed  the  various 
charges  as  between  its  operating  and  capital  accounts,  con- 
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elusions  as  to  the  adequateness  of  the  present  revenaes 
may  fairly  be  based  on  the  figures  in  Table  I.  We  are  of 
the  opinion  that  15  per  cent,  of  $25,917,  or  $3,887.55,  repre- 
sents a  fair  allowance  for  depreciation  and  interest  as  of 
the  present  time.  This  it  will  be  noticed  is  $491.63  in  excess 
of  the  rate  at  which  earnings  accrued  for  so  much  of  1918 
as  is  covered  by  available  figures. 

Besides  the  deficit  above  mentioned,  applicant  submits  a 
list  of  the  wages  now  being  paid  to  its  operators  and  other 
employees  together  with  what  it  considers  to  be  fair  wages 
under  present  conditions.  Increased  wages  to  operators 
as  proposed  will  total  $14.00  per  month,  or  an  average  of 
$3.50  per  month  per  operator.  The  present  wages  average 
$26.50  per  month  per  operator.  The  general  manager  now 
receives  $80.00  per  month  to  which  applicant  proposes  a 
$20.00  per  month  increase.  Other  increases  in  the  allow- 
ance to  directors  and  for  labor  in  the  commercial  depart- 
ment are  proposed,  which  will  total  about  $200  per  year. 
The  aggregate  of  proposed  increases  in  wages  and  salaries 
.  amounts  to  $608  per  year.  Increases  in  costs  of  materials 
will  be  given  no  special  consideration,  since  it  is  not  prob- 
able that  materials  will  cost  more  in  the  current  year  than 
they  did  in  1918.  All  things  considered,  it  appears  that 
provision  should  be  made  at  this  time  for  applicant's  secur- 
ing about  $1,100  more  revenues  than  may  reasonably  be 
expected  under  its  present  rates. 

The  following  rates  appear  to  be  reasonable  in  light  of 
applicant's  need  for  revenues  and  will,  assuming  there  be 
no  loss  of  subscribers,  yield  $1,201.20  of  increased  revenues 
on  the  basis  of  the  net  rates  above. 

Si'BSORiBERa  ON  Lines  DiatxTLV  Conne^t^u  to  tub  Oakkjeld 
Switch  BO  ARn. 

Per  Mouth 
Local  Business  Suhscribcrr,:  Gross  AX 

One-party  service  $2  00  $1TO 

Two-party  service '    1  75  1  50 

Local  Besiilence  Subscribers: 

One-party  service  1  75  1  50 

Two-party  service 150  125 

Foor-pnrty  service  1  40  1  15 

Rural  snbscribers    1  40  1  15 
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We  deem  it  advisable  not  to  authorize  any  four-party 
business  rate,  and  to  give  subscribers  until  the  fifteenth  of 
the  month  to  pay  for  the  month's  telephone  rentals  at  the 
net  rates,  the  gross  rates  to  be  applicable  on  all  bills  paid 
after  the  fifteenth. 

One  reason  for  the  comparatively  low  costs  is  the  fact 
that  subscribers'  lines  are  heavily  loaded,  one  having  20 
subscribers  and  14  circuits  having  more  than  12  subscribers, 
When  such  improvements  as  are  necessary  to  decrease  the 
nimiber  of  subscribers  per  line  to  12  have  been  made  it  may 
be  that  rates  such  as  applicant  has  proposed  would  be 
justifiable.  We  see  no  justification  however  for  higher 
rates  than  those  suggested  by  os  at  the  present  time. 

It  is,  therefore,  ordered,  That  the  applicant,  the  Oakfield 
Telephone  Company,  be,  and  the  same  hereby  is,  authorized 
to  replace  its  present  exchange  rates  with  the  following 
increased  exchange  rates: 

Subscribers  on  Lines  Directly  Connected  to  tub  Oakfield 

Swi^'CHBOiBD. 

Per  Month 
Local  Business  Subscribers;  Gross  Net 

One-party  servira  «2  00  $1  75 

Two-party  service 1  75  1  60 

Local  Residence  Subscribers: 

One-party  service   1  75  1  50 

Two-party  service 1  50  1  25 

Four-party  service  1  40  1  15 

Rural  subscribers   1  40  1  15 

Subscribers  on  Links  Dirkctly  Ci>n\-e(^kli  to  the  Fomi  i«r  Lac 
Switch  BOARD. 

Per  Month 
Gross  Net 

Rnral  subscribers    $1  75  $1  50 

Bills  shall  be  rendered  at  the  gross  rates  on  or  before  the  fifth  of  each 
month  and  shall  be  payable  at  the  net  rates  on  or  before  the  fifteenth  of 
each  month.  On  bills  paid  after  the  fifteenth  the  gross  rates  shall  be 
payable. 

Dated  at  Madison,  Wisconsin,  this  twenty-fifth  day  of 
January,  1919. 
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In    re   Application   of    Plain    Telephone    Company    fob 
Authority  to  Increase  Bates. 

j  U-1026. 

I  Decided  January  25,  1919. 

'  Increase  in  BnsiitesB,  Besidenu  and  Bnnl  Bat«s  Antiiorimd. 

Opinion  and  Decision, 
The  Plain ,  Telephone  Company,  located  at  Plain,  Wis- 
consin, and  operating  in  and  about  said  village,  has  in  effect 
at  present  the  following  excliange  rates : 

Bus'ness,  one-party,  per  quarter,  ^ross $5  25 

Business,  two  or  more  parties,  per  quarter,  gross 4  50 

Residence,  one-party,  per  quarter,  gross 4  50 

Residence,  two  or  more  parties,  per  quarter,  gross 3  75 

Rural,  per  quarter,  gross 3  T& 

A  discount  from  the  above  rates  is  made  of  75  cents  if 
bill  is  paid  during  the  first  month  of  the  quarter ;  of  50  cents 
if  bill  is  paid  during  the  second  month  of  the  quarter,  and 
of  25  cents  if  bill  is  paid  during  the  third  month  of  the 
quarter.    Thereafter  the  gross  rates  become  payable. 

Alleging  that  these  rates  are  inadequate  to  yield  rev- 
enues sufficient  to  cover  operating  costs,  the  company  peti- 
tions for  authority  to  replace  them  with  the  following 
incireased  exchange  rates: 


e-party,  ppr  quarter,  gross $8  00 

Business,  two  or  more  parties,  per  quarter,  gross 5  25 

Residence,  one-party,  per  quarter,  gross 5  25 

Residence,  two  or  more  parties,  per  quarter,  gross 4  50 

Rural,  per  quarter,  pross 4  50 

Same  discount  provision  as  is  now  effective  to  continue  in  force. 

■  A  hearing  in  this  matter  was  held  November  21,  1918,  at 
Madison,  Wisconsin.  Mr.  H.  J.  Reuschlein  appeared  on 
behalf  of  petitioner.    There  were  no  other  appearances. 

Applicant's  system  is  grounded  and  is  reported  to  con- 
sist of  105  miles  of  poles,  225  miles  of  wire,  1,000  pair  feet 
of  cable  and  245  subscribers'  stations  besides  a  50-drop 
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magneto  switchboard  and  some  miscellaneous  equipment. 
This  property  is  valued  by  applicant  at  from  $7,500  to 
$8,000,  which  for  a  reproduction  cost  is  undoubtedly  quite 
conservative. 

Operating  revenues  and  expenses  for  the  year  ended 
December  31,  1917,  and  for  the  seven  months  ended  Jiily 
31,  1918,  somewhat  condensed  from  the  form  in  which 
reported,  are  as  follows : 

TABLE  I. 
Ofsratino  Revenues  and  Expenses  of  the  Plain  Telephone  Coupant 
Fob  1917  and  From  Januaey  1  to  Acgust  1  of  1918. 
12  Months 

Ended  De-  7  Mpntha 

cember  31,         Ended  July 
Operating  Revenues:  1917  31,1918 

Earnings  from  telephone  rentals $2,838  00  $1,667  00 

Commission  on  long  distance  tolls 43  30  20  90 

Other  toll  earnings 64  97  35  25 

TOTAL  OPERATING  REVENUES $2,946  27  $1,723   15 

Operating  Expenses: 

Central  office  expenses $747  81  $414  00 

Wire  plant  expenses 554  85  378  84 

Substation  expenses 895  15  914  18 

Commercial  expenses  97  40  51  55 

General  expenses 154  95  80  00 

Undistribnted  expenses  277  47  67  91 

TOTAL  OF  ABOVE $2,727  63  $1,906  48 

Taxes 73  65  58  48 

TOTAI.  OPERATINfi  KXPKNSES   BEFORE  DEPRE- 
CIATION        $2,801  28  $1,962  96 

Operating  revenues  available  for  interest  and 
depreciation $144  99  •239  81 

•  Deficit. 

From  the  testimony  relating  to  the  foregoing  expenses, 
it  appears  that  applicant  has  not  regularly  provided  for  a 
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depreciation  reserve  and  that  unusaal  overhauling  and 
maintenance  expenses  have  been  directly  charged  to  the 
operating  expenses.  In  the  seven  months  ended  July  31, 
1918,  about  $528  represents  costs  of  repairing  damages 
wrought  to  the  wire  plant  system  by  a  cyclone.  This  is  the 
equivalent  of  substantially  one  year's  allowance  for  depre- 
ciation. About  $200  per  month  is,  we  think,  a  fair  allow- 
ance to  make  for  operating  expenses  exclusive  of  deprecia- 
tion for  the  purposes  of  this  case.  On  this  basis  the  present 
revenues  yield  about  $550  to  cover  depreciation  and  interest 
costs.  These  costs  may  reasonably  be  placed  at  $1,280  per 
annum  in  our  opinion.  ,  Consequently  provision  should  be 
made  for  increasing  applicant's  annual  revenues  by  $730 
abovethe  revenues  which  may  be  expected  from  the  present 
rates. 

Were  the  rates  proposed  by  applicant  authorized  and 
placed  in  effect,  the  increase  in  revenues  would  be  $714. 
This  approximates  very  closely  the  additional  revenues 
which  applicant  appears  entitled  to. 

It  is,  therefore,  ordered,  ITiat  the  applicant,  the  Plain 
Telephone  Company,  be,  and  the  same  hereby  is,  authorized 
to  substitute  for  its  present  exchange  rates  the  following 
increased  exchange  rates: 

Business,  one-party,  per  quarter 96  00 

Business,  two-party,  per  quarter 5  25 

Residence,  one-party,  per  quarter 5  25 

Residence,  two-party,  per  quarter 4  50 

Rural,  per  quarter  4  50 

The  above  rates  shall  be  subject  to  the  following  discounts : 
75  cents  if  bill  is  paid  during  the  first  month  of  the  quarter. 
50  cents  if  b:ll  is  )>aid  during  the  second  month  of  the  quarter. 
25  cents  if  bill  is  paid  during  the  third  month  of  the  quarter. 
If  bills  are  not  paid  before  the  end  of  the  quarter  the  discounts  shall 
not  be  applicable. 

Dated  at  Madison,  Wisconsin,  this  twenty-fifth  day  of 
January,  1919. 
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COMMISSION  LBAFLET  No.  88 


Recmt  Commission  OrdeiSt  Rulings  and  Decisions 
from  the  following  States: 


Arizona 

New  York 

Idaho 

North  Dakota 

lllinoi. 

Ohio 

iDduna 

Oklahoma 

Kansas 

South  Carolina 

Michigan 

South  Dakota 

Minnesota 

Utah 

Missouri 

Washington 

Nebraska 

West  Virginia 

New  Hampshire 

Wisconsin 
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ARIZONA. 

Corporation  CommisBion. 

Ordbr  of  SuspBNaioN  OF  Telephone  Rates,  Tolls,  Rentals, 
Chaboes,  Classificatiows,  Rules  and  Regulations, 
Instituted  oe  Sought  to  bb  Instituted  Contraby  to 
Law. 

General  Order  No.  57.  ■ 

Dated  January  20, 1919. 

lucnuu  In  BatM,  TolU,  B«ntaU  and  OtunCM  for  TaleplioQe  S«rvlce 
SnspaidBd,  Abrogated  uid  AnsnlleiL 

General  Order. 

It  appearing  that  telephone  companies  operating  in  the 
State  have  instituted  changes  in  rates,  charges,  rules  and 
regulations  for  the  installation,  rental  and  use  of  tele- 
phones wholly  at  variance  with  and  contrary  to  the  laws  of 
Arizona,  and 

It  further  appearing  that  telephone  companies  operating 
in  the  State  purpose  making  effective  January  21,  1919, 
further  changes  in  rates,  charges,  tolls,  rules  and  regula- 
tions, the  effect  of  which  will  be  to  make  further  advances 
for  services  rendered  by  telephone  companies  within  the 
State,  and 

It  further  appearing  that  the  increases  and  changes  made 
and  sought  to  be  made  have  been  arbitrarily  effected  in  a 
manner  wholly  contrary  to  the  laws  of  Arizona  and  con- 
trary to  the  practice  of  federal,  State  and  other  regulatory 
commissions,  in  that  the  public  has  been  given  no  oppor- 
tunity to  be  heard  or  to  advance  reasons  for  the  general 
belief  that  the  changes  and  charges  made  and  sought  to 
be  niade  are  unjustified, 

It  is  ordered,  and  notice  is  hereby  given  to  all  telephone 
companies  operating  in  the  State,  That  all  changes  hereto- 
fore made  or  that  may  hereafter  be  made  in  the  rates,  tolls, 
1219 
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i-entals,  charges,  classifications,  rules,  regulations,  or  con- 
tracts relating  to  or  affecting  any  rate,  toll,  rental,  charge, 
classification  or  service,  the  result  of  which  has  been  to 
advance  or  increase  the  charge  or  charges  paid  for  tele- 
phone service  in  and  between  points  in  the  State  of 
Arizona,  be,  and  they  are  hereby,  suspended,  abrogated  and 
annulled,  and 

It  is  further  ordered,  That  the  legal  rates  and  charges 
for  telephone  service  within  the  State  are  hereby  declarefl 
to  be  the  rates  and  cliarges  as  legally  filed  with  this  Com- 
mission in  compliance  with  the  orders  of  this  Commission 
and  the  laws  of  this  State. 

Dated  at  Phoenix,  Arizona,  this  twentieth  day  of 
January,  1919. 
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Public  Utilities  Oommission. 

In  re  Application  of  Indian  V'alley  Telephone  Company 
FOB  Authority  to  Incekase  Rates. 

F-254  — Order  No.  549. 

Decided  January  20, 1919. 
Incraue  in  Business  and  Bflsideace  Hates  Authorized. 

Opinion  and  Obdeb. 

This  is  an  application  by  Indian  Valley  Telephone  Com- 
pany for  authority  to  increase  rates  and  charges  for 
telephone  service. 

From  the  application  and  the  annual  report  of  applicant 
on  file  with  this  Commission  and  to  ■which  reference  is 
made  in  the  application,  it  appears  that  the  applicant, 
Indian  Valley  Telephone  Company,  is  a  joint  stock  com- 
pany owning  and  operating  a  telephone  system  in  the  conn- 
ties  of  Washington  and  Adams,  in  the  .State  of  Idaho,  with 
exchanges  at  Cambridge  and  Indian  Valley  connected  by 
a  toll  line  and  with  a  toll  line  extending  from  Indian  Valley 
to  Council. 

The  value  of  the  system  as  shown  by  applicant's  annual 
report  for  the  year  1917  is  $7,185,  and  it  is  alleged  that  the 
levenues  heretofore  derived , from  the  operation  of  the 
system  have  not  been  suflfieient  to  pay  operating  expenses 
and  taxes  and  maintain  the  system  in  good  order.    .   . 

It  is  alleged  that  increased  operating  expenses  and  the 
necessity  for  repairs  to  enable  l^e  applicant  to  maintain 
efficient  service  require  increased  rates  for  the  service 
furnished  by  applicant  to  its  patrons. 

Due  notice  of  the  fibng  of  the  application  was  given  to 

the  communities  affected  at  Cambridge  and  Indian  Valley 

and  no  objection  was  made  or  filed  and  no  appearance  made 

in  opposition  thereto,  and  thereupon  the  applicant  was 
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called  upon  to  present  to  the  Conunission  justification  for 
the  raise  in  rates  proposed. 

The  matter  came  regularly  on  for  hearing  on  the  tenth 
day  of  Janaary,  1919,  hefore  Commissioners  A.  L.  Free- 
hafer  and  George  E.  Erb  at  the  office  of  the  Commission 
at  Boise,  Idaho,  and  testimony  was  taken  on  behalf  of  the 
applicant. 

From  the  testimony  imd  facts  before  the  Commission,  it 
appears  that  applicant  owns  and  operates  a  system  con- 
sisting of  two  exchanges,  one  at  Cambridge  and  one  at 
Indian  Valley,  with  a  connecting  toll  line,  and  vith  a  toll  line 
extending  from  Indian  Valley  to  Council,  and  has  physical 
connection  with  The  Mountain  States  Telephone  and  Tele- 
graph Company  System  at  both  Cambridge  and  Comicil. 

This  Commission  has  made  no  physical  valuation  of  the 
property  of  applicant's  system,  but  same  is  estimated  at 
approximately  $10,000. 

It  is  shown  that  no  dividend  has  ever  been  paid  on  the 
capital  stock  of  the  company,  but  that  all  revenues  derived 
have  been  used  in  the  operation  and  maintenance  of  the 
system. 

It  further  appears  that  in  the  making  of  necessary  and 
required  extensions  an  indebtedness  of  over  $1,000  has 
been  incurred. 

It  is  also  shown  that  no  depreciation  reserve  has  been 
accumulated  and  that  the  pole  lines  of  the  system  have 
depreciated  to  auch  an  extent  that  immediate  repair  and 
reconstruction  work,  necessitating  a  considerable  expend- 
iture of  money,  is  required  in  order  to  enable  applicant  to 
maintain  efficient  service. 

The  rates  heretofore  charged  by  the  applicant  fi.s  shown 
by  the  schedule  on  file  with  the  Commission  are  as  follows: 

Per  Month 

Business  telephone,  stockholders $2  00 

BoMness  telephone,  non-stockholders 2  50 

Residence  telephone,  stoekholders 1  00 

Residence  telephone,  non-stoekbcdden 1  50 

Non-snbseriben,   one-switch  oail   10   eait«,   two-switch   e»lb 
26  cents. 
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It  appears,  however,  from  the  evidenoe  that  some  two 
years  ago  a  modification  of  these  rates  was  made  and  no 
fichedule  of  such  change  of  rates  was  filed  with  the  Com- 
mission and  that  during  the  two  years  laat  past  charges 
have  been  made  as  follows : 

BnsinesB  telephone,  per  mouth $2  60 

Residence  telephone,  per  month 1  50 

Refund  of  25  cents  per  month  to  each  individnfd  owner  of 
telephone. 

Toll  ohai^e  Cambridge  to  Indian  Valley 16  cents 

Toll  charge  Camhiidge  to  Council 20  cents 

Toll  charge  Indian  Valley  to  Conndl 20  cents 

The  rates  asked  to  be  made  effective  by  applicant  are  as 
follows : 

Business  telephone,  per  month $4  00 

Residence  telephone,  per  month 2  00 

Toll    charge    between    Cambridge    and    Indian    Valley   to   be 

discontinued  to  r^ular  telephone  Bubscrihere. 
Toll  charge  to  non-subscribers 20  cents 

It  appears  from  the  testimony  that  in  order  to  render 
efficient  service  over  the  system  it  will  be  necessary  for 
applicant  company  to  rearrange  and  increase  the  salaries 
now  paid  operators.  This  will  increase  operating  expenses 
approximately  $50.00  per  month. 

The  Applicant  is  also  confronted  with  the  necessity  of 
rebuilding  a  considerable  portion  of  its  pole  lines  as  fast 
as  funds  therefor  may  be  available  in  order  to  maintain 
efficient  service. 

It  is  shown  that  the  applicant  has  now  approximately  25 
business  telephones  and  83  residence  telephones  in  use  on 
the  system,  which  at  the  rates  proposed  to  be  made 
effective  will  yield  an  increase  in  revenue  of  approximately 
$79.00  per  ntontlf  from  rental  of  telephones  which  will  be 
partially  offset  by  the  discontinuance  of  toll  charges 
between  Cambridge  and  Indian  Valley,  but  the  Commission 
believes  the  net  increase  in  revenues  will  amount  to  $65.00 
per  month. 
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The  Commission  believes  from  the  showing  made  that 
the  increase  of  revenue  which  will  be  derived  from  the 
rates  asked  by  applicant  to  be  made  effective,  is  necessary 
and  required  in  order  to  enable  applicant  to  maintain  effi- 
cient service  and  pay  operating  expenses  and  taxes  and 
that  such  an  increase  is  reasonable  and  justified. 

//  is,  therefore,  ordered,  That  the  applicant,  Indian 
Valley  Telephone  Company,  be,  and  it  hereby  is,  author- 
ized to  cancel  and  discontinue  all  rates  and  charges  now 
and  heretofore  in  effect  and  to  charge  and  collect  for 
services  rendered  over  its  telephone  system  on  and  after 
February  1,  1919,  in  accordance  with  the  following  table: 

Bnstness  telephone,  per  month $4  00 

Residence  telephone,  per  month 2  00 

No  toll  charge  to  be  made  to  regular  subscribere  for  service 

between  Cnnibridge  and  Indian  Valley  exchanges. 
Toll  charges  on  calls  from  Indian  Valley  or  Cambridge  to 

Council,  20  cents  each. 
Toll  charges  to  non-subscribers  only  on  calls  from  Cambridge 

to  Indian  Valley,  20  cents  each. 

/(  is  further  ordered,  That  the  applicant,  Indian  Valley 
Telephone  Company,  file  with  the  Commission  on  or  befort- 
February  1,  1919,  a  schedule  of  rates  and  charges  in 
accordance  with  this  order. 

Done  in  open  session  at  Boise,  Idaho,  this  twentieth  day 
of  January,  1919. 
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Public  Utilities  CommiBsion. 

Public    Utilities     Commission     v.    Douglas    Telephone 

COMPAKV. 

Case  No.  8135. 

Decided  February  4,  1919. 

Improrement  is  Serrice  Ordered. 

Opinion  and  Order. 

On  February  9, 1918,  a  coinplaint  was  filed  witli  tlie  Com- 
mission by  114  subscribers  of  the  Douglas  Telephone. 
Company,  Newman,  Illinois,  representing  146  telephone 
stations,  stating  that  the  service  furnished  by  the  said 
Douglas  Telephone  Company,  in  Newman  and  vicinity,  was 
inadequate,  unsatisfactory,  and  that  ine.xi)erienced  and 
incompetent'  help  was  employed  by  the  telephone  com- 
pany, and  asking  that  the  matter  be  investigated  by  the 
Commission. 

Efforts  to  handle  the  matter  informally  were  unsuccess- 
ful. On  formal  complaint  the  matter  came  on  for  hearing 
before  the  Commission  on  June  5,  1918.  George  W.  Jack- 
son represented  complainants,  J.  W.  Hamilton  and  0.  M. 
Burgess  represented  respondent. 

It  appears  from  the  record  that  the  plant  operated  by 
respondent  in  Newman  was  in  very  poor  condition,  owing 
to  deferred  maintenance,  that  current  repairs  were  not 
made  promptly,  that  the  operators  at  the  switchboard  were 
improperly  trained  and  were  not  subject  to  necessary  dis- 
ciplinei  and.  that  the  business  and  social  interests  of  New- 
man suffered  to  an  unnecessary,-  and  avoidable  extent  as  a 
result  of  the  inadequacy  of  the  service. 

,  Tn  view  of  all  the  circumstances,  as  shown  by  the  record, 
the  telephone  company  was  instructed  to  make  such  repairs 
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and  improvements  as  were  found  necessary  to  rehabilitate 
the  service,,  on  or  before  August  1,  1918.  The'  work  of 
rehabilitating  the  plant,  in  order  to  place  the  aerviee  on  a 
satisfactory  basis,  proceeded  very  slowly,  and  a  follow-up 
inspection  was  made  by  the  engineering  department  on 
July  30,  1918.  It  was  found  at  that  time  that  the  work  was 
not  completed,  and  after  careful  consideration  of  the  con- 
ditions, notably  the  difficulty  in  securing  skilled  help,  as 
well  as  the  difficulty  in  securing  material,  the  telephone 
company  was  accorded  additional  time  in  which  to  complete 
the  work. 

On  Janiiary  10,  1919,  the  file  was  referred  to  the  tele- 
phone engineer,  and  on  January  13,  1919,  an  inspection  of 
the  plant  was  made,  with  a  view  of  determining  the  present 
conditions  and  the  character  of  the  service  furnished.  This 
inspection  was  complete,  aside  from  rural  circuits,  which 
were  inaccessible  due  to  the  impassable  condition  of  the 
roads. 

In  general,  it  is  found  that  the  telephone  company  has 
effected  a  marked  improvement  in  its  plant  and  service, 
l)ut  that  there  is  still  some  dissatisfaction.  It  was  also 
found  that  the  telephone  company  is  disposed  to  take  steps 
to  render  the  service  satisfactory  to  the  public,  and  that 
there  is  no  apparent  reason  at  the  present  time  why  the 
service  should  not  be  promptly  rehabilitated  and  all 
leasonable  cause  for  complaint  removed. 

It  is,  therefore,  ordered,  That  the  Douglas  Telephone 
Company,  of  Newman,  Illinois,  respondent  herein,  rehabili- 
tate its  plant,  improve  its  service  and  make  necessary 
repairs,  so  that  the  standards  of  telephone  service,  as  set 
forth  by  the  Public  Utilities  Commission,  in  General  Order 
No.  23'  (Conference  Ruling  No.  18),  may  be  maintained, 
and  that  such  improvement  and  rehabilitation  of  the 
telephone  service  may  be  made  on  or  before  March  1,  1919. 

It  is  further  ordered,  That  the  Douglas  Telephone  Com- 
pany, of   NeinTnan,   inform   the   Commission  in  writing 


*  See  Commission  Leaflet  No.  42,  p.  16. 
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through  its  secretary  and  president,  when  such  repairs  and 
lehabilitatioD  in  plant  and  service  have  beeA  completed, 
so  that  within  a  period  of  ten  days  thereafter  a  check  and 
inspection'  may  be  made  by  the  telephone  engineer  of  the 
Commission. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
iourth  day  of  Pebmary,  1919. 


/«  re  Pboposbd  Increase  in  Rates  of  the  Tbi-County 
Tei^phone  Company, 

Case  No.  8552. 

Decided  Febmary  4,  1919. 

IncrwM  In  Rates  Anthorlnd  —  Allomnce  of  6  Far  Oant  for  Beaem 
for  Dopredatioii  Hads. 

Applicant  filed  a  revised  achednle  of  rates  which  was  suspended  until 
February  26,  1019,  pending  a  hearing. 

Held;  That  after  carefolly  considering  the  method  of  appraising  the 
plant,  taking  into  consideration  ever}'  fact  and  circumstance  bearing  npon 
ita  Talne,  making  due  allowance  for  the  necessary  working  capital  and 
inclndiiig  present  stotft  of  materials  and  Bupplies,  the  fair  value,  used 
and  nsefnl  in  fomiahing  tdephone  serviee  in  the  territory  of  the  appli-  _ 
eant,  and  the  business  attached  thereto,  including  every  el«nent  of  value, 
tangible  and  intangible,  for  rate-making  purposes,  was  at  least  $24,01S 
as  of  November  1,  1918; 

That  should  the  present  number  of  subscribers'  stations  be  maintained, 
elaasifled  and  distributed  in  accordance  with  the  proposed  rate  schedule, 
the  annual  operating  revenue  would  be  increased  approximately  $2,386; 

That,  including  an  allowance  of  6  per  cent,  for  reserve  for  depreciation, 
the  proposed  rates  would  assnrB  a  return  over  all  expenses  of  approxi- 
mately $932,  which  is  3.D  per  cent,  of  the  fair  value  of  the  property  as 
found  by  the  Commission; 

That  applicant  should  be  authorised  to  put  the  proposed  rates  into 
effect; 

That  applicant  should  set  aside  annndly  aa  a  reserve  for  depreciation 
a  son)  equal  to  6  jim  oent.  of  the  cost  to  reproduce  the  entire  physical 
property,  using  prices  for  labor  and  material  based  upon  a  five-year 
average,  1912-1916,  inclusive,  plus  6  per  cent,  of  the  cost  of  all  additions 
made  annually  in  the  future. 
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I 
Opinion  ahd  Owjeb. 
A  revised  seJieduie  of  rates  for  telephone  service  in 
Mount  Venion,  Woodlawn,  Waltonville,  Bonnie,  Updyke, 
Belle  Bive,  Hales,  Ina,  Ashley  and  vicinities,  having  been 
filed  by  the  Tri-Connty  Telephone  Company,  and  a  hearing 
before  the  Commission  on  the  matter  being  necessary,  an 
order  was  entered,  suspending  the  placing  in  effect  of  the 
proposed  rates  until  February  28,  1919.  The  present  rates 
are  as  follows : 

Per  Aimmn 

Individual  tine  business  stations,  city .' $15  00 

Party  line  business  stations,  city 12  00 

Party  line  residence  stations,  city 7  20 

Individnal  line  business  stations,  village 10  20 

Party  line  business  stations,   village 7  20 

Party  line  residence   stations,   villago 7  20 

Rural  multi-party  line,  bnainess  stations 7  20 

Rural  multi-party  line,  residence  stations 7  20 

Under  the  revised  schedule  it  is  proposed  to  discontinue 
the  present  rates  and  establish,  in  lieu  thereof,  the 
following : 

Per  A»nuM 

Individual  line  business  stations,  city  (Mount  Vernon  only)..  $21  00 

Party  line  business  stations,  city  (Mount  Vernon  only) 16  20 

Party  line  residence  stations,  city  (Mount  Vernon  only) 10  20 

Individual  line  business  stations,  vill^e 15  00 

Party  line  business  stations,  village ' 12  00 

Party  line  residence  stations,  village 10  20 

Rural  multi-party  business  stations ■. .-.  12  00 

Rural  multi-party  residence  stations 10  20 

The  matter  came  on  for  hearing  before  the  Commission 
.  on  October  1,  1918.  The  Tri-County  Telephone  Company 
was  represented  by  L.  C.  Hills,  secretary,  no  objectors 
appearing.  Petitioner  was  instructed  to  file  an  inventory 
and  appraisal  of  the  plant  and  revenue  and  expense  state- 
ments for  the  year  1917,  which  were  subsequently  received. 

Publication  of  a  notice  of  intention  to  apply  for  authority 
to  increase  rates  was  also  made  subsequent  to  the  first 
hearing    and    certificate    of    such    publication    filed.     No 
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requests  were  received  for  furtlier  hearing  and  no  objec- 
tions to  the  proposed  advance  in  rates  were  filed. 

The  testimony  introduced  tends  to  show  that  the  rates 
now  in  effect  do  not  produce  revenue  sufficient  to  cover 
operating  expenses,  provide  an  adequate  reserve  against 
depreciation,  and  pay  a  reasonable  return.  The  company 
is  now  furnishing  service  to  770  subscribers,  classified  and 
distributed  as  follows : 

Individnal  line  bosiness  stations  {Mount  Venioii) 19 

Party  line  business  stations 15 

Party  line  residence  stations 44 

RdtbI  multi-party  residence  stations 692 

TOTAL  BTATIONB    770 

The  system  in  use  is  of  the  magneto  type,  with  grounded 
circuits  to  all  subscribers. 

■  The  inventory  filed  has  been  checked  and  the  checked 
inventory  appraised  by  the  Commission's  engineers.  The 
cost  to  reproduce  the  physical  portion  of  the  entire  prop- 
erty new,  including  present  stock  of  materials  and  sup- 
plies, as  of  December  1,  1918,  and  based  upon  average 
prices  for  labor  and  material  for  the  five-year  period,  1912 
to  1916,  inclusive,  is  $39,593,  and  the  cost  to  reproduce  new^ 
less  depreciation,  is  $19,004. 

The  total  annual  operating  expense  for  the  year  1917, 
as  reported  by  petitioner,  is  $6,404.  No  allowance  has  been 
made  to  provide  a  reserve  against  depreciation. 

A  large  proportion  of  the  poles  in  use  are  native  oak, 
having  a  comparatively  short  life.  After  carefully  con- 
sidering the  type  of  the  plant,  and  its  present  condition, 
the  Commission  is  of  the  opinion,  and  <finds,  that  at  least 
6  per  cent,  of  the  reproduction  cost  new,  less  the  present 
stock  of  materials  and  supplies,  based  upon  average  pricea 
for  labor  and  material  for  the  five-year  period,  1912  to  1916, 
inclusive,  plus  6  per  cent,  of  the  cost  of  all  additions  made 
in  the  future,  should  be  set  aside  annually  to  provide  an 
adequate  reserve  against  depreciation.    Including  such  an 
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allowance,  the  total  annual  normal  operating  expense  will 
be  $7,8&4. 

The  total  annual  operating  revenue  reported,  for  the 
year  ending    December  31,  1917,  is  $6,400. 

After  carefully  considering  the  method  of  appraising  the 
plant,  taking  into  consideration  every  fact  and  circum- 
stance bearing  upon  its  value,  making  due  allowance  for 
the  necessary  working  capital,  and  including  present  stock 
of  materials  and  supplies,  the  Commission  is  of  the  opinion, 
and  finds,  that  a  fair  value  of  the  property  used  and  useful 
in  furnishing  telephone  service  in  Mount  Vernon,  Wood- 
lawn,  Waltonville,  Bonnie,  Updyke,  Belle  Rive,  Hales,  Ina, 
Ashley  and  vicinities,  and  the  business  attached  thereto, 
including  every  element  of  value,  tangible  and  intangible, 
for  rate-making  purposes,  as  of  November  1,  1918,  is  at 
least  $24,015.  Should  the  present  number  of  subscribers' 
stations  be  maintained,  classified,  and  distributed  in 
accordance  with  the  proposed  rate  schedule,  the  annual 
operating  revenue  will  be  increased  approximately  $2,385. 
Including  a  proper  allowance  to  provide  an  adequate 
reserve  against  depreciation,  as  determined  by  the  Com- 
mission, this  will  assure  a  return  over  all  expenses  of 
approximately  $932,  which  is  3.9  per  cent,  of  the  fair  vahic 
of  the  property  fixed  as  a  basis  for  rate-making. 

It  is,  therefore,  ordered  by  the  Public  Utilities  Commis- 
sion of  Illinois,  as  follows : 

Section  1.  That  a  suspension  order,  affecting  Schedule 
I.  P.  U.  C.  1,  of  the  Tri-County  Telephone  Company,  dated 
October  28,  1918,  be,  and  the  same  is  hereby,  vacated  as 
of  February  1,  1919. 

Section  2.  That  the  Tri-County  Telephone  Company  be, 
and  the  same  hereby  is,  authorized  to  discontinue  the  sched- 
ule of  rates  now  in  effect  in  Mount  Vernon,  Woodiawn, 
Waltonville,  Bonnie,  Updyke,  Belle  Rive,  Hales,  Ina,  Ash- 
ley and  vicinities,  and  to  substitute  therefor  the  following: 
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In  re  Application  of  Indian  V'alley  Telephone  Company 

FOR  AUTHOBITT  TO  INCREASE   RaTES. 

F-254  — Order  No.  549. 

Decided  January  20, 1919. 
IncMMe  in  Bnsineu  and  Besidenca  Batos  AnUioiiB«d. 

Opinion  and  Order. 

This  is  an  application  by  Indian  Valley  Telephone  Com- 
pany for  authority  to  increase  rates  and  charges  for 
telephone  service. 

From  the  application  and  the  annual  report  of  applicant 
on  file  with  this  Commission  and  to  which  reference  is 
made  in  the  application,  it  appears  that  the  applicant, 
Indian  Valley  Telephone  Company,  ie  a  joint  stock  com- 
pany owning  and  operating  a  telephone  system  in  the  coun- 
ties of  Washington  and  Adams,  in  the  State  of  Idaho,  with 
(.'xchanges  at  Cambridge  and  Indian  Valley  connected  by 
a  toll  line  and  with  a  toll  line  extendinj;  from  Indian  Valley 
to  Council. 

The  value  of  the  system  as  shown  by  applicant's  annual 
report  for  the  year  1917  is  $7,185,  and  it  is  alleged  that  the 
revenues  heretofore  derived ,  from  the  operation  of  the 
system  have  not  been  sufficient  to  pay  operating  expenses 
and  taxes  and  maintain  the  system  In  good  order. 

It  is  alleged  that  increased  operating  expenses  and  the 
necessity  for  repairs  to  enable  ^e  applicant;  to  maintain 
efficient  service  require  increased  rates  for  the  service 
furnished  by  applicant  to  its  patrons. 

Due  notice  of  the  filing  of  the  application  was  given  to 
the  communities  affected  at  Cambridge  and  Indian  Valley 
and  no  objection  was  made  or  filed  and  no  appearance  made 
in  opposition  thereto,  and  thereupon  the  applicant  was 
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authority  to  sell  to  the  Wabash  Valley  Telephone  Company,  the  exchange 
property  of  the  Receivers  in  the  city  of  Paris  and  vicinity  and  their 
center-checking  toll  lines  in  connection  therewith. 

The  consideration  for  the  sale  and  conveyance  of  said  property  was 
to  be  capital  stock  and  bonds  of  the  Wabash  company  in  the  same  amounts 
and  proportions  to  the  appraised  value  of  the  purchased  property  as  the 
outstanding  capital  stock  and  bonds  of  the  Wabash  company  bore  to  the 
appraised  value  of  the  total  property  of  the  Wabash  company,  the  capital 
stuck  to  be  taken  by  the  Receivers  at  par  and  the  bonds  —  first  mortgage 
5  per  cent. —  to  be  accepted  at  94. 

Held:  That  due  to  the  fact  that  the  Wabash  company  was  nnder- 
capitalised  and  to  the  farther  fact  that  the  unification  of  telephone 
service  was  in  harmony  with  the  policy  of  the  Commiaeion  in  that  it 
afforded  more  complete  and  satisfactory  local  and  long  distance  service 
to  the  public  than  could  be  afforded  under  present  competitive  conditions, 
the  contract  of  sale  in  thiscpse  should  be  approved,  provided,  hatcever, 
that  this  approval  should  be  constmed  as  determining  the  value  of  the 
property  under  consideration  or  as  authoriEing  the  Wabash  company  to 
issue  any  securities  thereunder  without  further  authority  of  the 
Coromisson ; 

That  this  order  sliouid  not  be  construed  as  authorizing  any  change  in 
local  or  long  distance  telephone  rates  at,  from,  or  to,  the  respective  plants 
involved  therein. 

Opinion  and  Oeder. 

The  joint  application  filed  herein  by  the  Wabash  Valley 
Telephone  Company  of  Paris,  Illinois,  an  Illinois  corpora- 
tion and  by  David  R.  Forgan,  Edgar  S.  Bloom  and  Frank  F. 
Fowle,  Receivers  of  the  Central  Union  Telephone  Com- 
pany, asks  for  the  approval  of  the  Commission  to  the  sale 
by  said  Receivers  to  the  Wabash  Valley  Telephone  Com- 
pany and  the  purchase  by  said  Wabash  Valley  Telephone 
Company  of  the  said  Receivers'  local  exchange  property 
in  the  city  of  Paris  and  vicinity,  counties  of  Edgar  and 
Clark,  Illinois,  and  their  center-checking  toll  lines  in 
connection  there'ft'ith.. . 

The  contract  of  purchase  and  sale  entered  into  between 
the  said  Receivers  and  tlie  said  Wabash  Valley  Telephone 
Company  (hereinafter  called  tlie  Wabash  company)  on 
the  twenty-first  day  of  November,  1918,  a  certified  copy  of 
which  is  attached  to  the  petition  as  Exhibit  A,  provides 
that  the  consideration  for  the  sale  and  conveyance  of  said 
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property  shall  be  capital  stock  and  bonds  of  the  Wabash 
company  in  the  same  amounts  and  proportions  as  the  out- 
standing capital  stock  and  bonds  of  the  Wabash  company 
bears  to  the  appraised  value  of  the  total  property  of  the 
AVabash  company.  The  capital  stock  is  to  be  taken  by  the 
Receivers  at  par  and  the  bonds  to  be  accepted  are  to  be 
of  the  first  mortgage  5  per  cent,  bonds  of  the  Wabash  com- 
pany issued  under  tlie  provisions  of  a  mortgage  dated 
December  1, 1906,  and  running  for  a  period  of  twenty  years 
to  American  Trust  and  Savings  Company  as  trustee.  Said 
bonds  are  to' be  accepted  by  the  Receivers  at  94  per  cent, 
of  the  par  value  thereof  up  to  December  1,  1918,  being 
the  amortized  value  as  of  December  1,  1918,  and  said  94 
per  cent,  of  the  par  value  shall  be  increased  at  the  rate  of 
one-twelfth  of  three-fourths  of  1  per  cent,  for  each  month 
which  the  date  of  purchase  and  sale  is  subsequent  to 
December  1,  1918. 

The  contract  further  provides  that  the  parties  are  to 
execute  a  traffic  agreement  governing  the  interchange  of 
toll  line  business,'  it  being  understood  that  the  basis  for  the 
division  of  present  and  future  toll  line  business  originating 
on  the  exchange  system  of  the  merged  company,  and  ter- 
minating on  the  lines  of  the  Receivers  and  their  connecting 
■  lines,  or  terminating  on  the  toll  lines  of  other  companies 
now  having  connection  with  the  Wabash  company,  shall  be 
the  ratio  of  past  performances  based  on  the  average  of  the 
years  1915,  1916  and  1917,  with  respect  to  the  toU  line 
business  originating  on  the  present  Paris  exchange  systems 
of  both  parties  in  Edgar  and  Clark  counties,  it  being  fur- 
ther understood  that  the  general  principles  of  the  Decatur 
order  (Case  P.  U.  C.  111.  No.  4462)"  shall  apply  to  said 
division  of  toll  business. 

The  contract  further  provides  that  the  parties  are  to 
execute  such  contracts  as  they  may  legally  enter  Into  grant- 
ing tlie  use  of  certain  facilities  of  each  party  to  the  other 
party,  upon  the  usual  rental  considerations,  and  insofar 
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as  such  use  will  not  confiict  with  or  injure  the  use  of 
facilities  by  the  company  owning  theno. 

The  contract  further  provides  that  appraisals  shall  be 
niade  of  the  property  of  the  Wabash  company  and  of  the 
property  of  the  Receivers  to  be  transferred  to  the  Wabash 
company,  that  is  to  say,  of  all  the  property  of  each  of  the 
parties  which  is  to  become  the  property  of  the  Wabasli 
company  when  the  proposed  merger  is  completed. 

The  total  net  amount  of  stock  and  bon<^  issued  to  the 
fieceivers  is  to  bear  the  same  ratio  to  the  depreciated  plant 
value  of  the  property  of  the  Receivers  to  be  transferred  to 
the  Wabash  company  as  the  total  net  amount  of  stock  and 
bonds  of  the  Wabash  company,  outstanding  at  the  time  of 
the  appraisal,  bears  to  its  depreciated  plant  value,  plus  all 
its  other  net  assets,  at  their  actual  value,  exclusive,  how- 
ever, of  bonds  unissued  or  in  the  sinking  fund. 

Dae  to  the  fact  that  the  Wabash  company  is  under- 
capitalized, and  to  the  further  fact  tl&at  the  unification  of 
telephone  service  is  in  harmony  with  the  heretofore 
expressed  policy  of  this  Commission,  and  affords  more 
complete  and  satisfactory  local  and  long  distance  service 
to  the  public  than  can  be  aiforded  under  present  competi- 
tive conditions,  this  Commission  Is  of  the  opinion,  and 
finds,  that  the  contract  of  sale  hereinbefore  referred  to 
should  be  approved  upon  certain  conditions  hereinafter  set 
forth. 

It  is,  therefore,  ordered  by  the  PvbUc  Utilities  Commis- 
sion of  Illinois,  That  the  contract  of  purchase  and  sale 
entered  into  on  the  twenty-first  day  of  November,  1918, 
between  David  R.  Forgan,  Edgar  S.  Bloom  and  Frank  F. 
Fowle,  Receivers  of  the  Central  Union  Telephone  Com- 
pany, and  the  Wabash  Valley  Telephone  Company,  with 
reference  to  the  sale  of  said  Receivers'  Paris  exchange 
property  and  center-checking  toll  lines  in  connection  Uiere- 
with,  be,  and  the  same  is  hereby,  approved,  provided,  how- 
ever, that  this  approval  shall  not  be  construed  as  deter- 
mining the  value  of  the  property  under  consideration  or 
as  authorizing  the  Wabash  Valley  Tdephone  Company  to 
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issue  any  aeeuritieB  thereunder  without  further  authoritj' 
of  this  CommiBslon. 

It  is  further  ordered  hy  the  Public  Utilities  Commission 
of  the  State  of  Illinois,  That  before  the  transfer  and  sale 
of  the  said  property,  that  the  parties  hereto  shall  file  the 
appraisals  of  the  properties- with  the  Commission  in  order 
that  the  Commission  might  first  determine  as  to  the  value 
of  the  property  to  be  transferred  and  the  amount  of  securi- 
ties that  may  be  properly  issued,  and  that  such  appraisals 
shall  be  filed  with  this  Commission  within  six  months  from 
the  date  of  this  order,  and  this  consolidation  shall  be  com- 
pleted and  in  effect  within  one  year  from  date  of  this  order. 

It  is  further  ordered  by  the  Public  Utilities  Commission 
of  Illinois,  That  this  order  shall  not  be  construed  as  author- 
izing any  change  in  local  or  long  distance  telephone  rates 
at,  from,  or  to  the  respective  plants  involved  herein. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
fourth  day  of  February,  1919.' 


In  re  Proposed  Incbbasb  in  Rates  of  the  Lexington  Home 
Telephone  Company. 

Case  No.  8447. 

Decided  Febrvary  17,  1919. 

IncreM*  in  Btuiaan,  Bealdence  and  Bnnl  Batoa  Antiiorised  —  Allow- 
ance Hade  for  BMarre  for  Depzeciation. 

Opinion  and  Obdee. 

A  revised  schedule  of  rates  for  telephone  service,  Id 

Lexington  and  vicinity,  having  been  filed  by  the  Lexington 

Home  Telephone  Company  and  a  hearing  on  the  matter 


'  On  the  same  dat«  a  similar  order  was  issued  in  Caae  No.  8788, 
aathonsing  the  Receivers,  Central  Union  Telephone  Company  to  sell, 
ftnd  the  Kin  loch -Bloomington  Telephone  Company  to  bay,  the  local 
exchange  property  of  the  Receivers,  Central  Union  Telephone  Company 
in  Kormal  and  Bloomington  and  vicinity.  The  consideration  and  the 
conditions  were  similar  to  those  in  the  case  above. 
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before  the  Commission  being  deemed  necessary,  an  order 
was  issued,  suspending  the  placing  in  effect  of  the  pro- 
posed rates  until  January  28,  1919.  Pending  the  final 
decision  another  order  was  issued,  further  suspending  the 
placing  in  effect  of  the  proposed  schedule  until  July  28, 
1919. 

The  present  and  proposed  schedules  of  rates  are  as 
follows : 

Annwtt  Rales 
Present  Proposed 

Individual  line  buuness  telephone $2400  $3300 

Two-party  line  business  telephone 27  00 

Individual  line  residence  telephone 15  00  24  00 

Two-party  line  residenne   telephone 21  00 

Business  extension  telephone 9  00  9  00 

Iteaidence  extension  telephone 600  600 

Extension  bells,  business,  residence 300  300 

Extra  listing  of  names  in  directory  (business) 3  00 

Desk    telephones,    in    residence,    in    addition    to 

r^ular  rates 3  00 

Extra  mile^e,  line  extending  beyond  established 

exchange  area: 

Individual  line,  per  quarter  mile,  or  fraction 

thereof 3  00 

Two-party  line,  per  quarter  mile,  or  fraction 

thereof,  for  each  subscriber 2  00 

Party  line,  rural  telephones 15  00        .     21  00 

Note:  A  discount  of  25  cents  per  month  applies  to  the  rate  for  business 
and  residence  telephones  if  payment  is  made  monthly  in  advance,  on  or 
before  the  fifteenth  day  of  the  current  month.  A  discount  of  25  cents 
per  month  applies  to  the  rate  for  rural  party  line  telephones,  if  payment 
is  made  quarterly,  on  or  before  the  fifteenth  day  of  the  first  month  of  the 
current  quarter. 

The  matter  came  on  for  hearing  before  the  Gorainission 
on  September  17,  1918.  Petitioner  was  represented  by 
Samuel  Naylor,  attorney;  0.  F.  Franklin,  appeared  for  the 
city  of  Lexington,  objector. 

An  inventory  and  appraisal  of  the  jilant  involved  was 
submitted,  together  with  proof  of  publication  of  notice  of 
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intention  to  apply  for  authority  to  inereaae  rates,  and  com- 
parative statements  of  revenue  and  expense  for  the  years 

1915  to  1917,  inclusive. 

On  January  1,  1918,  service  was  furnished  to  550  sub- 
scribers, distributed  and  classified  as  follows: 

Per  Annum 

Individual  line  business  stations 46  at  $24  00 

Individual  line  residence  stations 225  at    15  00 

Rnnil  molti-party  line  stations 279  at    16  00 

The  plant  is  of  the  magneto  type,  with  metallic  circuits. 
The  inventory  and  appraisal  filed  has  been  checked  by  the 
Commission's  engineers  and  the  checked  inventory 
appraised.  The  reproduction  cost  new  of  the  entire  plant, 
exclusive  of  toll,  using  average  prices  for  labor  and 
material,  for  the  five-year  period,  1912  to  1916,  inclusive, 
and  including  the  present  stock  of  materials  and  supplies, 
is  $60,391.  The  reproduction  cost  new,  less  depreciation, 
and  including  present  stock  of  materials  and  supplies,  is 
$44,569. 

The  reproduction  cost  new,  for  that  portion  of  the  plant 
devoted  exclusively  to  toll,  using  the  average  prices  for 
labor  and  material,  for  the  same  period,  is  $4,035.  The 
reproduction  cost  new,  less  depreciation,  is  $2,349. 

In  connection  with  the  inventory  and  appraisal  of  the 
plant,  the  condition  of  its  component  parts  was  determined 
by  inspection.  Based  upon  such  inspection  and  a  careful 
consideration  of  normal  life  tables,  the  Commission  is  of 
the  opinion  that  the  present  annual  allowance  of  $3,000  will 
provide  an  adequate  reserve  to  cover  current  depreciation. 

The  average  annual  operating  expenses  for  the  years 

1916  and  1917,  shown  by  reports  on  file  with  the  Commis- 
sion, including  an  annual  allowance  of  $3,000  to  provide  a 
reserve  for  depreciation,  as  fixed  by  the  Commission,  is 
approximately  $10,877. 

The  total  toll  plant  owned  by  petitioner  is  relatively 
small  and  the  average  annual  total  toll  message  revenue  is 
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approximately  $3,972.  The  Conuuission  is  of  the  opinion, 
and  finds,  that  approximately  $993  of  tiie  toll  revenae  may 
properly  be  allocated  as  local  revenue.  The  average  total 
annual  local  revenue,  therefore,  includii^  allocated  toll, 
for  the  two-year  period  ending  December  31,  1917,  is 
$10,316.  On  this  basis,  the  average  operating  result  for 
the  years  1916  and  1917,  under  the  present  rates,  would 
be  a  deficit  of  $561. 

The  proposed  rates  will  produce  a  probable  net  increase 
in  operating  revenue  of  approximately  $2,146.  Assuming 
that  the  present  number  of  subscribers'  stations  wUl  be 
maintained,  with  the  distribution  and  classification  prob- 
able under  the  proposed  schedule,  the  increased  rates  will 
produce  a  net  annual  income  of  approximately  $1,584  per 
annum.  This  is  a  return  of  3.55  per  cent,  on  the  reproduc- 
tion cost  new,  less  depreciation,  of  the  physical  portion  of 
the  plant. 

The  Commission  is  of  the  opinion,  therefore,  and  finds, 
that  it  is  unnecessary  in  this  case,  to  determine  a  fair  total 
present  value  of  the  entire  property,  tangible  and  intan- 
gible, as  a  basis  for  fixing  rates,  since  on  such  an  assumed 
minimum  value,  the  proposed  schedule  of  rates  wUl  produce 
u  probable  net  annual  return  of  3.55  per  cent. 

In  view  of  all  the  facts,  the  Commission  is  of  the  opinion, 
and  finds,  that  the  proposed  schedule  of  rates  is  justifiable 
and  should  be  authorized. 

It  is,  therefore,  ordered  by  the  Public  Utilities  Commis- 
sion of  Illinois,  as  follows: 

Section  1.  That  suspension  and  re-suspension  orders 
affecting  Eate  Schedule  I.  P.  U.  C.  1,  of  the  Lexington 
Home  Telephone  Company  be,  and  the  same  are  hereby, 
vacated,  as  of  March  1,  1919. 

Section  2.  That  the  Lexington  Home  Telephone  Com- 
pany be,  and  the  same  is  hereby,  authorized  to  discontinue 
the  schedule  of  rates  now  in  effect  in  Lexington  and  vicin- 
ity, and  to  substitute   therefor  the  following: 
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Annual  Ratee 

Individual  line  bosiiieBS  teleplume $33  00 

Two-party  line  bosineM  telephone 27  00 

Individnal  line  residence  telephone 24  00 

Two-party  line  residence  telephone 21  00 

Business    extension    telephone 9  00 

Residence  exteudon  telephone 6  00 

Extension  bells,  business,  residence 3  00 

Extra  listing  of  names  in  directory  (business) 3  00 

Desk  telephones,  in  residence,  in  addition  to  r^fular  rates 3  00 

Extra  mileage,  line  extending  beyond  established  exchange 
area: 
IndividwU  line,  per  quarter  mile,  or  fraction  thereof. ...  3  00 

Two>party  line,  per  quBrt«r  mile,  or  fraction  thereof,  for 

subscriber 2  00 

Party  line,  rural  telephones 21  00 

Note  :  A  discount  of  26  cents  per  month  applies  to  the  rate  for  buaness 
and  residence  telephones,  if  payment  is  made  monthly  in  advance  on  or 
before  the  fifteenth  day  of  the  month  in  which  service  is  rendered.  A 
discount  of  25  cents  per  month  applies  to  the  rate  for  rural  party  tele- 
phones, if  paymeot  is  m»de  qnarteriy  in  adrance  on  or  before  the  fifteenth 
day  of  the  first  month  of  the  quarter  in  which  service  is  rendered. 

Section  3.  That  the  Lexington  Home  Telephone  Com- 
liany  render  all  bills  for  t^ephone  rental,  subject  to 
discount  for  payment  on  or  before  a  specified  time,  at  the 
beginning  of  the  period  during  which  the  service  is 
rendered. 

Section  4.  That  the  Lexington  Home  Telephone  Com- 
pany set  aside  annually,  to  provide  a  reserve  against 
depreciation,  $3,000,  plus  6  pi'r  cent,  of  the  cost  of  all 
annual  additions  made  to  the  plant  in  the  future. 

Section  5.  That  the  schedule  of  rates  authorized  herein 
shall  be  filed,  posted  and  published  by  the  Lexington  Home 
Telephone  Company  in  conformity  with  Section  34  of  the 
Act  to  Provide  for  the  Regulation  of  Public  Utilities  now 
in  force  in  Illinois,  and  with  General  Order  No.  48'  of  the 
Public  Utilities  Commission  of  Illinois,  that  it  shall  be 
known  as  I.  P.  U.  C.  1,  and  become  effective  March  1, 1919. 

By  order  of  the  Conunission,  at  Springfield,  Llinois,  this 
seventeenth  day  of  February,  1919, 

*  See  Commission  Leaflet  No.  87,  p.  891. 
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In   re   Application  of  Illinois  Indepbkdeht  Telephone 
ASSOCIATION  for  Authority  to  Increase  Rates. 

Case  No.  8693. 

Decided  February  17,  1919. 

Kralzontal  Increue  in  Bates  of  25  Omti  per  Mtmth,  per  Telephony 
Denied. 

Opinion  and  Obdeb. 

A  joint  application  filed  by  the  Illinois  Independent  Tele- 
phone Association  and  individual  member  companies  join- 
ing therein,  asks  for  the  issuance  of  an  order  authorizing 
the  placing  in  effect  of  a  nniform  increase  in  all  rates  of 
the  designated  telephone  companies  of  25  cents  per  month 
during  the  period  of  the  war,  or  a  period  to  be  determined 
by  the  Commission. 

The  individual  companies  joining  as  member  companies 
with  the  Illinois  Independent  Telephone  Association  in 
ihe  joint  petition  herein,  are  as  follows : 

Assumption  Telephone  Company Assumption 

Atwood  Mutual  Telephone  Company Atwood 

Benson  Telephone  Company Benson 

Boynton  Telephone  Company Pleasant  Plains 

Chesterfield  Telephone  and  Telegraph  Company Chesterfield 

Colfax  Telephone  Company Colfax 

Coon  Brothers  Telephone  Company Rantonl 

Deer  Creek  Telephone  Exchange Deer  Creek 

Depue  Telephone  Company Depue 

Eftit^ham  County  Telephone  Company Altamont 

Elmwood  Telephone  Company Elmwood 

El  Paso  Telephone  Company. '. El  Paso 

Eureka  Telephone  Company. . .' Eureka 

Farmers  Telephone  Company Carloetc 

Fayette  Home  Telephone  Company -.. St.  Elmo 

Forest  City  Telephone  Company San  Josa 

Inter-State     Independent     Telephone     and   ^elegraph 

Company Aarom 

Monmouth  Telephone  Company .' . .' Monmoath 

Moweaqaa  Telephone  Company Moweaqna 

Newton  Telephone  Company NewtMi 

Odell  Telephone  Company Oddl 
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Piatt  County  Telephone  Compaay Montioello 

Potomac  Telephone  Company Potomac 

Rossville  Telephone  Company Rossrille 

White  County  Telephone  Company Carmi 

Woodland  Telephone  Company Woodland 

The  matter  came  on  for  hearing  before  the  Commission 
on  December  3,  1918,  the  Association  and  designated  mem- 
ber companies  being  represented  by  Hon.  0.  F.  Berry,  A. 
J.  Kelly,  attorney,  appearing  as  objector  in  behalf  of  the 
city  of  Aarora. 

Evidence  offered  tends  to  show  that  the  expense  of 
operating,  due  to  present  abnormal  conditions,  has  been 
somewhat  increased,  and  that  such  an  increase  in  operat- 
ing expense  may  render  necessary  an  increase  in  the  rates 
of  some  companies  of  the  Itlinois  Independent  Telephone 
Association  appearing  as  petitioners  herein,  but  specific 
proof  as  to  such  companies  has  not  been  introduced  in  this 
application. 

The  petition,  insofar  as  it  involved  an  application  on 
the  part  of  the  Fayette  Home  Telephone  Company  and  the 
Effingham  County  Telephone  Company  is  withdrawn, 
upon  written  request  of  the  two  companies  filed  with  the 
Commission  January  17,  1919,  subsequent  to  the  hearing. 

Inventories  and  appraisals  of  the  several  plants  involved 
were  not  filed,  but  individual  condensed  financial  state- 
ments, showing,  in  each  case,  an  estimate  of  the  value  of 
the  property,  at  present  rates,  and  the  total  revenue  and 
expense  for  the  year  ending  December  31, 1918,  as  reported 
to  the  Commission,  were  introduced. 

It  is  possible,  oil'  individual  showing  with  respect  to 
some  of  the  companies,  that  a  horizontal  increase  of  25 
cents  per  month,  per  station,  might  be  justified.  However, 
after  carefully  considering  the  evidence  and  exhibits,  as 
of  record  in  this  case,  the  Commission  is  of  the  opinion, 
and  finds,  on  the  showing  made,  that  the  proposed  hori- 
zontal increase  of  25  cents  per  month,  per  station,  appli- 
cable to  all  of  the  companies,  petitioners  herein,  is  not 
justified. 
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It  is,  therefore,  ordered.  That  the  petition  be,  and  the 
same  is  hereby,  dismissed. 

By  order  of  the  Commission,  at  Springfield,  Illinois, 
this  seventeenth  day  of  February,  1919. 


[DL 


In  re  Pboposed  Incbease  in  the  Bates  of  the  Kbwakee 

Home  Tblbphonb  Company. 

Case  No.  8761. 

Decided  February  17,  1919. 

IncreaM  in  Rates  Anthorixed  —  DiBCotut  ftir  Prompt  Payment  "Btpa^ 

to  IncnaM  in  Bates  AntiioTiMd. 

Opinion  and  Obobr. 

A  revised  schedule  of  rates  for  telephone  service  in 
Kewanee,  county  of  Henry,  and  vicinity,  having  been  filed 
by  the  Kewanee  Home  Telephone  Company,  and  a  hearing 
before  the  Commission  on  the  matter  being  necessary,  an 
order  was  issued,  suspending  the  placing  in  effect  of  the 
proposed  rates  until  April  20,  1919. 

The  present  rates  in  Kewanee  and  vicinity  are  as 
follows : 

Per  Anmwm 

ladividual  business  stations $39  00 

Two-party  business  statioas 33  00 

Four-party  busiuess  stations 30  00 

Individual  residence  stations 24  00 

Two-party  residence  stations 18  00 

Fonr-party  residence  statioiis 16  20 

Rural  four-party  selective  servi^,  eomnum  battery  stations, 

first  half  mile  or  less  outside  city  limits 18  00 

Rural  four-party  selective  service,  common  battery  stations, 

one-half  mile  to  tvo  miles  outside  city  limits 21  00 

Rural  multi-party  magneto  stations IS  00 

Business  extension  telephones 12  00 

Residence  extenaon  telephones 6  00 

Rural  srwitching  service 6  00 

Private  branch  exchange  switchboard 12  00 

Private  branch  exchange  switchboard  trunk 42  00 

Private  branch  exchange  switchboard  local  stations 12  00 

Hotel  switchboard 6  00 

Hotel  switchboard  local  stations 6  00 
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Note  :  An  aiiQoa]  ehaig«  of  $7.60  per  qnarter-mile  or  f metion  thereof, 
is  imposed  to  connect  each  etation  of  the  private  branch  exohange  switch- 
board, where  each  station  so  connected  is  in  the  same  premises,  that  is 
under  the  same  roof. 

Business  telephones  in  the  country  are  $6.00  per  annum  more  in  the 
same  zone  than  the  resideDce  nte. 

Note:  A  disconnt  of  $1.00  per  annum  will  be  given  on  all  bills  for 
awitdiing  service  if  paid  annnallj',  in  advaoee,  on  or  before  the  expira- 
tion of  thirty  days  from  Jannary  1,  of  each  and  every  year. 

The  schedule  which  it  is  proposed  to  place  in  effect  pro- 
vides for  a  flat  increase  of  $3.00  per  annum  on  the  rates 
now  applying  to  all  telephone  service  furnished,  with  the 
exception  of  rural  service  etatione,  private  branch 
exchange  switchboards,  trunks  and  local  stations,  which 
will  remain  unchanged. 

It  is  further  proposed  that  the  revised  rates  be  subject 
to  a  discount  of  25  cents  per  month,  per  station,  provided 
that  rentals  are  paid  on  or  before  a  specified  time.  In  the 
ease  of  the  city  telephones,  rentals  to  be  subject  to  dis- 
count, must  be  paid  on  or  before  the  fifteenth  day  of  the 
month  in  which  service  is  rendered,  and  in  the  ease  of  rural 
telephones,  the  discount  is  allowable,  provided  payment  is 
made  quarterly  in  advance  on  or  before  the  first  day  of 
the  second  month  of  the  calendar  quarter. 

The  matter  came  on  for  hearing  before  the  Commission 
on  January  14, 1919.  The  Kewanee  Home  Telephone  Com- 
pany was  represented  by  0.  M.  Burgess,  no  objectors 
appearing. 

Testimony  offered  tends  to  show  that  the  expense  now 
incurred  in  the  coUeotion  of  telephone  rentals  averages 
approximately  $118  per  month,  and  that  the  work  of  eifeet- 
ing  collections  satisfactorily  involves  a  disorganization 
of  the  operating  force  of  the  company,  as  well  as  additional 
expense  for  transportation,  service  and  incidentals.  The 
evidence  further  tends  to  show  that  the  average  expense 
of  operations,  due  to  present  price  conditions,  has  been 
materially  increased,  and  that  one  of  the  effects  of  such 
temporary  increase  in  operating  expense  is  to  render  neces- 
sary and  advisable  the  establishment  of  methods  by  means 
of  which  collections  may  be  effected  more  promptly. 
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The  evidence  offered  also  tends  to  show  that  the  effect 
of  a  discount  on  rentals,  provided  payment  is  made  on 
or  before  a  specified  date,  placed  in  effect  by  telephone 
companies  other  than  the  petitioner,  htis  been  to  expedite 
greatly  the  collection  of  telephone  rentals  and  that  tele- 
phone eubscriberB,  almost  without  exception,  take 
advantage  of  the  disconnt  terms  and  make  prompt  pay- 
ment. It  is  evident  that  when  telephone  subscribers  do 
take  advantage  of  such  discount,  that  the  net  amounts  paid 
by  such  subscribers  for  service  are  not  increased.  The 
testimony  oifered  further  tends  to  show  that  collections 
are  likely  to  be  delayed  unless  a  discount  is  offered  for 
prompt  payment,  and  that  the  expense  of  making  delayed 
collections  is  a  substantial  increase  in  the  total  expense 
of  operation. 

After  a  careful  consideration  of  the  matter,  and  the 
record  in  the  case,  the  Commission  is  of  the  opinion,  and 
finds,  that  the  proposed  schedule,  comprising  an  increase 
of  25  cents  per  month,  per  station,  on  all  classes  of  service, 
except,  rural  service  stations,  private  branch  exchange 
switchboards,  trunks  and  local  stations  and  extension  sets, 
is  justified,  provided  that  said  increase  of  25  cents  per 
month,  per  station,  is  made  contingent  in  every  case  upon 
an  allowance  of  25  cents  per  month,  per  station,  when 
rentals  are  paid  on  or  before  the  specified  time,  as  given 
in  the  proposed  schedule. 

It  is,  therefore,  ordered,  hy  the  Public  Utilities  Commis- 
sion of  lUvnois,  as  follows: 

Section  1.  That  a  suspension  order,  affecting  Rate 
Schedule  I.  P.  U.  C.  1,  of  the  Kewanee  Home  Telephone 
Company,  dated  December  16,  1918,  be,  and  the  same  is 
hereby,  vacated  as  of  February  15,  1919. 

Section  2.  That  the  Kewanee  Home  Telephone  Company, 
petitioner  herein,  be,  and  the  same  is  hereby,  authorized  to 
discontinue  the  schedule  of  rates  now  in  effiect  in  Kewanee 
and  vicinity ;  and  to  substitute  therefor  the  proposed  sched- 
lUe,  under  the  following  condition  and  not  otherwise,  to-wit : 

Bills  for  telephone  rental,  suhject  to  discount  for  pay- 
ment oh  OT  before  a  specified  time,  will  be  rendered  at 
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the  beginning  of  the  period  during  which  the  service  is 
furnished. 

I  Per  Annum 

Individoal  line  businesa  telephones. $42  00 

Two-party  line  business  telephones 36  00 

Foor-party  line  business  telephones 33  00 

BnsiDess  extensidn  telephones. 12  00 

Individual  line  residenoe  telephones 27  00 

Two-party  line  residence  tdephonos 21  00 

Four-party  line  residence  telephones ,     19  20 

Residence  extension  telephones 6  00 

Private  branch  exchange  switchboards 12  00 

Private  branch  exchange  trunk  lines 42  00 

Private  branch  exchange  stations 12  00 

Hotel.  P.  B.  X.  switchboards 6  00 

Hotel  P.  B.  X.  stations 6  00 

An  annual  charge  of  $7.50  per  quarter  mile,  or  fraction 
thereof,  is  imposed  to  connect  each  station  to  the  P.  B.  X. 
switchboard  where  snch  station  so  connected  is  not  in  the 
same  premises,  that  is,  under  the  same  roof. 
Ndt£  :  X  discount  of  25  cents  per  month  applies  to  the  rates 
for  city  aerviee,  except  the  rates  ior  extension  telephones 
and  privat«  branch  exchange  switchboards,  trunks  and  sta- 
tions provided  payment  is  made  monthly  in  advance,  on  or 
before  the  fifteenth  day  of  the  current  month. 

Rural  party  line  telephones , 19  00 

Four-party    line    rural    telephones    elective    signal     (central 

energy)  first  half  mile  or  less  outside  city  limits 21  00 

Four-party    line    rural    telephone,    selective    signal    (central 

enei^)  from  one-half  mile  to  two  miles  out^de  city  limits. .  24  00 

Business  telephones  in  the  country  are  $6.00  per  year  more  in 

each  zone  than  the  residence  rates. 
Note  :  A  disconnt  of  25  cents  per  month  applies  to  the  rates 
for  rural  service,  provided  payment  is  made  quarterly,  in 
advance,  on  or  before  the  first  day  of  the  second  month  of 
the  current  quarter.  The  term  "  current  qoarter,"  as  used 
herein,  applies  to  the  three-months'  period  beginning  Janu- 
ary 1,  April  1,  July  1,  and  October  1,  of  each  year. 
Rural  service  stations,  rural  subscribers  who  own  and  maintain 
their  lines  and  telephones  and  connect  with  the  lines  of  the 
company  at  the  exchange  limits  or  some  other  designated 

po'int  .  .  .  6  00 

Note:  A  discount  of  $1.00  per  year  applies  to  the  rate  for 
rural  switching  service,  if  payment  is  made  annually,  in 
advance,  on  or  before  the  expiration  of  thirty  days  from 
Jannaij  1,  of  each  year. 
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Section  3.  That  the  Kewanee  Home  Telephone  Company 
file,  post  and  publish,  in  conformity  with  Section  34  of  the 
Act  to  Provide  for  the  Regulation  of  Public  Utilities,  now 
in  effect  in  Illinois,  and  with  General  Order  No.  28*  (Con- 
ference Ruling  No.  23),  of  the  Public  Utilities  Commission 
of  Illinois,  a  schedule  of  the  rates  herein  authorized  for 
telephone  service,  and  that  such  increased  rates  shall 
become  effective  on  February  15, 1919. 

By  order  of  the  Commission,  at  Springfield,  niinois, 
this  seventeenth  day  of  February,  1919. 


In  re  Application  or  Milledqeville  Mutual  Telephose 
Company  for  Authority  to  Increase  Rates. 

Case  No.  7728. 

Decided  Febnutry  18,  1919. 

IncnAse  in  Rat«E  Anthoriwd  —  OlMdflestton  of  Bates  In  Accorduic* 

with  Serrlcfl  Fnrnislied,  lCad«  —  AUowanca  Hkde  for  Woifclng 

Oftpitel  —  Allowuicfl  for  Resem  for  Dopredstion  Fbced. 

Applicant  sought  authority  to  increase  its  rat«s  from  $12.00  per  jear 
for  all  classes  of  service  to  $18.00  per  year  for  iodividnal  baeiness  service, 
$17.00  per  year  for  two-party  residence  service,  $16,00  per  year  for 
four-party  residence  service  and  $16.00  per  year  for  rural  multi-party 
service,  all  of  the  proposed  rates  to  be  payable  semi-annually  in  advance, 
and  a  discount  of  $1.00  to  be  allowed  from  rentals  where  paid  on  or 
before  April  1  and  October  1  of  each  year,  for  the  six-months'  period  in 
which  service  was  rendered. 

Extensive  improvements  had  recently  been  made  in  the  plant,  grounded 
circuits  had  been  changed  to  metallic  and  selective  party  line  service 
•  installed. 

.  Held:  That,  after  carefully  considering  the  method  of  appraisii^  the 
plant,  taking  into  consideration  every  act  and  circumstance  bearing  upon 
its  value,  making  due  allowance  for  the  necessai;  working  capital,  and 
including  the  present  stock  of  materials  and  supplies,  the  fair  value  of 
the  property,  used  and  useful  in  furnishing  telephone  service  in  Uilledge- 
ville  and  Chadwick  and  vicinities,  and  the  business  attached  thereto, 
including  every  element  of  value,  tangible  and  intangible,  for  rate-mating 
purposes,  as  of  January  1,  1918,  was  at  least  $62,000; 


*  See  Commission  Leaflet  No.  54,  p.  21. 
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That  cotuideiii^  all  factors  affecting  the  rate  of  d^reciatton,  aa  annual 
allowance  of  ^,531  should  bo  made  to  provide  an  adequate  reserve  and 
including  such  an  annual  allowance  for  reserve  for  depreciation,  the 
average  operating  expenses  for  the  years  1B16  and  1917  would  be  $10,920, 
whi(4i  was  not  exeesaive  for  a  telephone  plant  of  this,  character; 

That  shonld  the  pKesent  number  of  stationa  be  maintained,  distributed 
and  elBHifled  aeeoiding  to  the  proposed  schedule,  the  average  annual 
revenue  would  be  incrosaed  about  $2,196  and  the  net  income  would  be 
approximately  $2,651  over  all  operating  expense,  leaving  for  return  on 
the  investment  a  sum  equal  to  6,1  per  cent,  on  the  value  of  the  property 
Bs  fixed  by  the  Commiseion ;  therefore,  the  proposed  rates  should  be 
approved ; 

That  applicant  should  set  aside  annually  to  provide  for  reserve  for 
depreciation  $4,&31  plus  6  per  cent  of  the  cost  of  all  annusJ  additions 
made  to  the  plant  in  the  future. 

Opinion  and  Order, 
The  application  filed  herein  sets  forth  that  petitioner 
is  a  public  utility  engaged  in  the  operation  of  a  telephone 
system  in  MilledgeviUe  and  Chadwick,  and  vicinities,  and 
that  as  such  public  utility  it  is  subject  to  the  provisions 
of  the  Act  to  Provide  for  the  Regulation  of  Public  tltili- 
ties.  Authority  is  asked  to  discontinue  the  present  sched- 
ule of  rates  and  substitute  another  therefor.  The  present 
and  proposed  schedules  are  as  follows: 

Annual  Ratea 
Present    Proposed 

Individual  line,  business $12  00        $18  00 

Two-party  line,  residence 12  00        '17  00 

Foui^party  line,  remd^iee 12  00        "16  00 

Rural,  multi-party  line 12  OO        "16  00 

•  Rentals  are  payable  semi-annually  on  January  1  and  July  1  in 
advance.  If  rentals  are  paid  before  April  1  and  October  1  of  each  year 
for  the  six-months'  period  in  whieh  service  is  rendered,  a  discount  of 
$1.00  will  be  allowed. 

The  matter  came  on  for  hearing  before  the  Conunission 
on  February  27,  19ia  The  MiUedgeville  Mutual  Tele- 
phone Company  waa  represented  by  A.  M.  Films,  secre- 
tary, no  ol^ectoTS  appearing.    Petitioner  submitted  proof 
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of  publication  of  notice  of  int&ntion  to  apply  for  authority 
to  increase  rates,  and  made  the  annnal  report  for  1917 
on  file  with  the  Commission  a  part  of  the  record.  A  state- 
ment of  revenue,  and  expense  for  the  year  ending  December 
31,  1917,  and  a  statement  of  the  classification  and  distriba- 
tion  of  subscribers  as  of  Jahu&ry  1,  1918,  was  also  filed. 
Service  is  now  being  furnished  to  1,022  subscribers  classi- 
fied as  follows: 

Mtiledgevill«       Chadmck 

Individual  line  bnsinesa  telepfaonee 39  37 

City  residence  telephones -...i 190  159 

Rani  telephone* 353  244 

Extensive  improvements  have  recently  been  made  in 
the  plant.  Grounded  circuits  have  been  changed  to  metal- 
lic, and  selective  party,  line  service  installed. 

An  inventory  and  appraisal  of  the  plant  involved  was 
made  by  the  Commission's  engineers.  The  reproduction 
cost  new,  using  average  prices  for  labor  and  material  for 
the  five-year  period,  1912  to  1916,  inclusive,  and  including 
the  present  stock;  of  materials  and  supplies,  is  $68,121,  and 
the  reproduction  cost  new,  less  depreciation,  is  $43,671. 

After  carefully  considering  the  method  of  appraising 
the  plant,  taking  into  consideration  every  fact  and  circum- 
stance bearing  upon  its  value,  making  due  allowance  for 
the  necessary  woricing  capital,  and  including  the  present 
stock  of  materials  and  supplies,  the  Comiuission  is  of  the 
opinion,  and  finds,  that  a, fair  value  of  the  property  used 
and  useful  in  furnishing  telephone  service  in  Milledgeville 
and  Chadwick,  and  vicinities,  and  the  business  attached 
tJiereto,  including  every  element  of  value,  tangible  and 
intangible,  for  rate-m^ng  purposes,  as  of  January  1, 
1918,  is  at  least  $52,000. 

The  annual  reports  for  the  years  ending  December  31, 
1916,  and  December  31,  1917,  on  file  with  the  Commission, 
indicate  that  the  average  annual  operating  revenue  for  the 
two-year  period  is  approximately  $11,276.  The  average 
annual  operating  expense  for.  the  same  period,  ekclnsive  of 
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any  allowance  to  provide  for  depreciation,  is  approxi- 
mately $6,289. 

After  carefully  considering  all  factors  affecting  the  rate 
of  depreciation,  the  Commi&aion  is  of  the  opinion,  and 
finds,  that  an  annual  allowance  of  $4,531  will  be  required 
to  provide  an  adequate  reserve  against  depreciation.  Such 
an  annual  allowance  to  provide  for  depreciation,  plus  the 
average  annual  operating  expense  for  the  years  J916  and 
1917,  as  reported,  is  $10,920.  Careful  consideration  shows 
that  the  operating  expenses  per  station  are  not  excessive 
for  a  telephone  plant  of  this  character.  Should  the  present 
number  of  stations  be  maintained,  distributed  and  classi- 
fied according  to  the  proposed  schedule,  the  present 
average  annual  revenue  will  he  increased  aproximately 
$2,196.  On  this  basis  the  proposed  rates  wiU  produce  a 
net  inconie  of  approximately  $^,651  over  all  operating 
expense.  This  is  a  net  return  of  5.1  per  cent,  on  the  value 
of  the  property  as  of  January  1,1918,  as  fixed  by  the  Com- 
mission for  rate-making  purposes. 

It  is,  therefore,  ordered  by  the  Public  Utilities  Commis- 
sion of  Illinois,  as  follows: 

Section  1.  That  the  Milledgeville  Mutual  Telephone  Com- 
jjariy  be,  and  the  same  is  hereby,  authorized  to  discontinue 
the  schedule  of  rates  now  in- effect  in  Milledgeville  and 
Chadwiek,  and  vicinities,  and  substitute  in  lieu  thereof  the 
following : 

Annual 
Rates 

Individual  line,  business $18  00 

Two-party  line,  residence 17  00 

Four-party  line,  residence 16  00 

ftural  multi-party  line,.., 16  00 

Rentals  are  payable  semi-annnaUy  on  January  1  and  July  1  in  advance. 
If  rentals  are  paid  before  April  1  and  October  1  of  each  year  for  the  six- 
months'  period  in  which  service  is  rendered,  a  discount  of  $1.00  will  be 
allowed. 

Section  2.  That  the  Milledgeville  Mutxial  Telephone  Com- 
pany set  aside  amiually,  to  pi-ovide  a  reserve  against  depre- 
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eiation,  $4^31,  plug  6  per  cent,  of  the  cost  of  all  annaal 
additions  made  to  the  plant  in  the  future. 

Section  3.  That  the  schedule  of  rates  authorized  herein 
shall  he  filed,  posted  and  published  by  the  Milledgeville 
Mutual  Telephone  Company  in  conformity  with  Section 
34  of  an  Act  to  Provide  for  the  Regiilation  of  Public  Utili- 
ties, now  in  effect  in  Blinoia,  and  with  General  Order  No. 
28'  (Conference  Ruiing  No.  23)  of  the  Public  Utilities 
Commission  of  Illinois,  and  that  it  shall  be  known  as  I.  P. 
U.  C.  1  and  shall  become  effective  February  15,  1919. 

By  order  of  the  Commission  at  Springfield,  Illinois,  this 
eighteenth  day  of  February,  1919.' 


Assumption  Mutual  Tblbphonb  Company  v.  Chsistias 
County  Tblephonb  Company  and  Central  Union 
Telephone  Company. 

Case  No.  8627. 

Decided  February  18,  1919. 

OraipUlnt  Altogiiig  Failure  U  Intwchuigv  Heusfu,  Diaminvd  « 

Relief  Soaght  Ooold  be  ObUlnad  by  aompUinuit  bjr  Oomplyinf 

vith  PieTiou  Order  of  OotnmiMlon,  and  Acreting  opoa 

Terms  of  OomMctton. 

Opinion  and  Order. 
This  complaint  was  filed  on  October  19,  1918.  The  Cen- 
tral Union  Telephone  Company  filed  an  answer  to  the  com- 
plaint on  November  12,  1918.  A  hearing  was  held  at 
Springfield  on  December  17,  1918,  and  there  appeared  on 
behalf  of  the  complainant,  Leslie  J.  Taylor,  attorney;  on 
behalf  of  the  respondent  the  Central  Union  Tdephone 
Company,  C.  M.  Rqttger,  and  on  behalf  of  the  respondent 
Christian  County  Telephone  Company,  its  general 
manager. 


*  See  Commission  Leaflet  No.  54,  p,  '. 


DigmzcdbyGoOglc 


Assumption  Mut.  T.  Co.  v.  CHRtsTiArr  Co.  T.  Co,  e*  al.    1251 

L.  88] 

The  evidence  disclosed  that  the  complainant  and  both 
the  respondents  are  public  utilities  duly  incorporated  for 
the  transaction  of  telephone  business  M'ithin  the  State  of 
Illinois.  The  respondents  moved  that  the  complaint  be  dis- 
missed for  the  reason,  first  that  there  was  now  pending 
before  the  Commission  an  application  for  a  physical  connec- 
tion between  the  Assumption  Telephone  Company  and  the 
complainant  by  means  of  which  the  relief  sought  herein 
had  already  been  granted  to  the  complainant  by  an  order' 
of  this  Commission,  and  a  supplemental  complaint  filed  to 
fix  the  terms  of  such  connection  because  of  the  failure  to 
agree  upon  such  terms  by  the  Assumption  Mutual  Tele- 
phone Company  and  the  Assumption  Telephone  Company ; 
and  for  the  further  reason  that  an  orderf  of  this  Commis- 
sion consolidating  the  Decatur  Home  Telephone  Company 
and  the  Central  Union  Telephone  Company's  exchange  at 
Decatur  limited  the  right  of  independent  companies  con- 
nected with  the  Decatur  Home  Telephone  Company  to 
connections  iftith  points  on  independent  lines  only.  This 
motion  to  dismiss  was  taken  to  be  lieard  and  determined 
with  the  ease  as  a  whole. 

The  evidence  disclosed  that  the 'Assumption  Telephone 
Company  and  the  Assumption  Mutual  Telephone  Com- 
pany, complainant  herein,  are  competing  companies  with 
exchanges  at  Assumption,  Hlinois;  that  the  Assumption 
Telephone  Company  has  physical  connection  with  the  toll 
lines  of  the  Central  Union  Telephone  Company,  as  does 
also  the  Christian  County  Telephone  Company,  at  Decatur, 
Pana,  and  Taylorville  and  all  the  points  involved  in  this 
complaint.  It  further  appears  that  on  August  19,  1915, 
the  Commission  ordered*  a  physical  connection  by  means 
of  trunk  lines  between  the  Assumption  Miitual  Telephone 
Company  and  the  Assumption  Telephone  Company 
exchanges  at  Assumption,  Illinois,  and  provided  for  the 
service  of  the  Central  Union  Telephone  Company's  toll 

•  See  CommisBion  Leaflet  No.  46,  p.  1109. 
t  See  Cominission  Leaflet  No.  56,  p.  384. 
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lilies  then  connected  with  the  Assumption  Telephone  Com- 
pany's exchange  at  Assumption,  and  also  provided  for 
the  expense  of  said  connection  to  be  paid  by  the  Assump- 
tion Mutual  Telephone  Company,  and  did  not  fix  the  dif- 
ferential rates  which  would  be  required  to  properly  and 
legally  protect  the  Assumption  Telephone  Company  in  sneh 
physical  eoimection. 

It  further  appears  from  the  evidence  that  these  terms 
(;ould  not  be  agreed  upon  by  the  Assumption  Telephone 
Company  and  the  Assumption  Mutual  Telephone  Com- 
pany, in  consequence  of  which  the  complainant  herein  filed 
a  supplemental  petition,  which  asked  for  a  reconsideration 
of  tlie  case,  and  if  denied,  asked  that  these  terms  be  fixed 
on  the  same  basis  as  the  terms  of  the  pliysical  connection 
of  other  companies  with  the  Assumption  Telephone  Com- 
pany had  before  been  fixed  at  Assumption,  Illinois,  and  to 
fix  the  terms  and  rates  to  be  charged,  etc. 

This  supplemental  petition  was  heard  February  16  and 
March  17,  1916,  and  the  same  is  still  pending  under  con- 
sideration. The  order*  for  the  physical  connection  and  the 
service  of  the  Central  Union  Telephone  Company's  toll 
lines,  however,  is  still  effective  and  affords  the  relief 
sought  by  this  petition  or  complaint.  The  only  tiling 
remaining  to  accomplish  the  purposes  of  the  Assumption 
Mutual  Telephone  Company  is  for  the  Coimnission  to  fix 
the  rates  or  terms  for  said  physical  connection  under  said 
application. 

It  further  appears  from  the  evidence  that  on  May  4, 
1916,  this  Commission  by  this  orderf  in  Case  No.  4462, 
authorized  the  sale  of  the  Decatur  Home  Telephone  Com- 
pany's property  at  Decatur,  Illinois,  to  the  Central  Union 
Telephone  Company;  that  at  the  time  of  this  sale  the 
Assumption  Mutual  Telephone  Company  and  the  Chris- 
tian County  Telephone  Company  had  connection  with  the 
toU  lines  of  independent  companies  through  the  Decatur 
Home  Telephone  Company's  exchange  at  Decatur,  and  this 

*  See  Gommission  Leaflet  No.  46,  p.  1109. 
t  See  Conunission  Leaflet  No.  55,  p.  384. 
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foimection  was  properly  protected  by  the  order',  and  the 
purchasing  and  consolidated  company,  the  Central  Union 
Telephone  Company,  was  also  protected  by  provision  which 
required  them  to  transmit  through  the  consolidated 
<'xohange  over  independent  lines  radiating  from  Decatur 
all  messages  received  from  such  companies  as  were  so 
connected  with  the  Decatur  Home  Telephone  Company,  and 
limited  saeh  requirement  to  messages  destined  to  parties 
who  could  be  reached  by  such  independent  toll  lines  as 
were  connected  with  the  purchased  exchange. 

The  evidence  fails  to  disclose  any  violations  of  this 
order*,  and  tlie  oidy  refusal  to  transmit  messages  through 
the  exchanges  of  either  of  the  respondent  companies  at 
Decatur,  Pana,  Taylorvillc,  or  elsewhere,  appearing  in 
this  record,  has  not  been  shown  to  be  a  message  which 
would  terminate  or  proceed  from  such  exchange  over  an 
independent  company  line. 

The  complainant  has  no  physical  connection  with  the 
Central  Union  Telephone  Company's  lines  except  through 
the  Decatur  Home  Telephone  Company,  so  far  as  this 
lecord  discloses.  The  record  fails  to  disclose  any  rela- 
tions of  the  Assumption  Mutual  Telephone  Company  with 
(he  Christian  County  Telephone  Company  other  than 
through  the  Decatur  Home  Telephone  Company's  lines, 
and  it  fails  to  show  any  requirement  for  the  Christian 
County  Telephone  Company  to  transmit  toll  messages 
originating  with  the  Assumption  Mutual  Telephone  Com- 
pany, tlie  complainant,  to  any  point  not  reached  by  an 
independent  line,  or  to  transmit  the  same  over  other  than 
Independent  lines  whicli  may  be  physically  connected  at 
Pana,  Taylorville,  or  elsewhere,  with  the  Christian  County 
Telephone  Company's  lines.  If  the  orderf  of  this  Com- 
mission entered  August  19,  1915,  shall  be  complied  with, 
tind  the  terms  thereof  as'to  rates  agreed  upon  or  fixed  by 
the  Commission,  access  for  messages  originating  with  the 
Assumption  Mutual  Telephone  Company  will  be  had  over 


•  See  Commission  Leaflet  No,  55,  p.  384. 
t  See  Commission  Leafiet  No.  46,  p.  1109. 
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I 
all  the  lines  of  the  Central  Union  Telephone  Company  and 
all  independent  lines  radiating  from  Decatur,  Pana,  and 
Taylorville. 

This  petition  ■would  seem  to  be  an  abandonment  of  the 
case  in  which  an  order*  was  entered  on  August  19,  1915, 
and  an  abandonment  of  the  supplemental  petition  heard 
and  now  pending  in  order  to  fix  the  terms  of  the  physical 
connection  therein  ordered.  It  would  be  useless  and 
unnecessarily  expensive  to  order  other  physical  connec- 
tions, or'  to  modify  the  orderf  made  for  the  sale  and  pur- 
chase of  the  Decatur  Home  Telephone  Company  in  its 
requirements.  Especially  is  this  true  when  all  the  relief 
sought  by  this  petition  can  be  obtained  by  compliance  with 
the  order*  of  August  19,  1915,  and  the  fixing  of  the  terms 
of  the  physical  connection  therein  ordered. 

The  Commission  having  fully  considered  the  evidence, 
exhibits  and  arguments  of  counsel,  finds  that  the  complaint 
and  petition  of  the  Assumption  Mutual  Telephone  Com- 
pany herein  filed  is  without  merit,  and  that  the  reliel' 
herein  sought  can  be  obtained  by  compliance  with  the 
order*  of  tliis  Commission  entered  on  August  19,  1915, 
and  an  agreement  upon  the  terms  thereof  or  the  fixing  of 
the  same  under  the  supplemental  petition  therein  filed. 
The  Commission  further  finds  that  the  motion  to  dismiss 
made  by  the  respondents  for  the  reasons  first  above  recited, 
should  be  sustained,  and  the  petition  or  complaint  herein 
dismissed. 

It  is,  therefore,  ordered  by  the  Public  Utilities  Commis- 
sion, That  the  complaint  or  petition  of  the  Assumption 
Mutual  Telephone  Company  versus  the  Christian  County 
Telephone  Company  and  the  Central  Union  Telephone 
Company  in  Case  No.  8627,  be,  and  the  same  is  hereby, 
dismissed. 

By  order  of  the  Commission,  at  Springfield,  Illinois, 
this  eighteenth  day  of  February,  1919. 


■  See  Commiasion  Leaflet  No.  46,  p.  1109. 
t  See  CommisBion  Leaflet  No.  55,  p.  384. 
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In  re  ApPLrcAxioN   op  Peopi-es  Telephone  Company  of 
Chillicothe  for  Authority  to  Issue  Bonds. 

Case  No.  8878. 

Decided  February  IS,  1919. 

lasaa,  by  DomeKtic  Oorpoifttion,  of  6  Far  Omt.  First  Hortgage  Bonds 
for  RefandiBS  Notos  and  Bsimbnisiiig  Traasiiry,  Authorized. 

Applicant,  a  domestic  corporation,  aought  authority  to  issue  $10,000  of 
its  6  per  cent,  mortgage  bonds.  On  October  24, 1917,  tbe  Commission  had 
authorized*  the  applicant  to  execute  a  firat  mortgage  to  secure  $20,000 
of  6  per  cent,  mortgage  bonds,  and  bad  autfaorized  the  issuance  and  sale 
of  $10,000  of  said  bonds  for  refunding  purposes.  Since  that  time  the 
Peoples  company  had  expended  for  construction,  exteuaions,  improvements 
and  additions  to  its  facilities,  $10,814.90,  and  the  moneys  bo  expended  bad 
been  obtained  in  part  from  the  issuance  of  $6,000,  face  value,  of  short 
term  notes,  and  in  part  from  moneys  derived  from  income. 

Held:  That  as  the  money  to  be  secured  by  the  issue  and  sale  of  $10,000, 
par  value,  of  6  per  cent,  first  mortgage  gold  bonds  was  reasonably  required 
for  tlie  payment  and  discharge  of  the  aforesaid  $6,000,  face  value,  of  short 
term  notes  issued  by  the  petitioner,  and  for  reimburaing  its  treasury  for 
money  expended  from  income,  tbe  issue  should  be  approved. 

Opinion  and  Order. 

Application  having  been  made  to  the  Public  Utilities 
Commission  of  Illinois  by  the  Peoples  Telephone  Com- 
pnny  of  Chillicothe  fur  an  order  authorizing  the  issue  by 
said  company  of  its  first  mortgage  6  per  cent,  gold  bonds 
in  the  aggregate  amount  of  $10,000,  and  a  hearing  having 
been  held  thereon,  and  the  petitioner  having  presented  its 
evidence,  and  the  matter  having  been  submitted  to  the 
Commission  for  disposition,  it  appears : 

That  heretofore,  on  October  24,  1917,  the  Commission 
entered  an  order  in  Case  No.  7230"  authorizing  the  Peoples 
Telephone  Company  of  Chillicothe  to  execute  a  first  mort- 
gage or  deed  of  trust,  conveying  its  property  to  C.  B, 
2inser,  trustee,  to  secure  an  issue  of  first  mortgage  6  per 
cent,  gold  bonds  not  exceeding  $20,000,  par  value,  and 


*  See  Commission  LeaOet  No.  72,  p. 
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authorized  the  issuance  and  sale  of  $10,000  of  said  bonds 
for  refunding  purposes  as  set  forth  in  said  order.* 

It  further  appears  that  the  Peoples  Telephone  Com- 
pany of  Chillicothe  has  expended  for  the  construction, 
extension  or  improvement  of,  and  additions  to  its  facili- 
ties, within  the  five  j'ears  next  prior  to  the  date  of  the 
api^ieation  herein,  the  sum  of  $10,814.90,  as  set  forth  in 
Exhibit  A  attached  to  the  application  herein,  and  that  the 
itionrys  so  expended  were  obtained  in  part  from  the  issu- 
ance of  $6,000,  face  value,  of  short  term  notes,  and  in  part 
from  moneys  derived  from  income. 

It  further  appears  that  the  money  to  l>e  secured  by  the 
issuance  and  sale  of  $10,000,  par  value,  of  6  per  cent,  first 
mortgage  gold  notes  as  hereinafter  authorized,  is  rea- 
sonably rerpiired  for  the  payment  and  discharge  of  the 
aforesaid  $6,(M)0,  face  value,  of  short  term  notes  issued  by 
the  petitioner,  and  for  reimbursing  its  treasury  for  mohey? 
expended  from  income,  for  the  aforesaid  purposes,  and 
that- none  of  said  purposes  is  reasonably  chargeable  to 
from  moneys  derived  from  income. 

The  Commission  having  considered  the  evidence  and 
being  fully  advised  in  the  premises  is  of  the  opinion,  and 
so  finds,  that  the  prayer  of  the  petitioner  should  be  granted. 

/(  is,  therefore,  ordered,  That  the  Peoples  Telephone 
Company  of  Chillicothe  be,  and  it  is  hereby,  authorized  to 
issue  its  first  mortgage  gold  bonds  in  the  aggregate  amount 
of  $10,000,  to  be  dated  July  1,  1917,  and  maturing  as 
follows:  $1,000  on  July  1  of  each  of  the  years  1932,  1933. 
1934, 1935  and  1936,  $5,000  on  July  1, 1937,  bearing  interest 
at  the  rate  of  6  per  cent,  per  annum,  payable  semi-annually, 
and  to  be  subject  to  the  terms  and  conditions  of  its  first 
mortgage  or  deed  of  trust  dated  July  1,  1917,  to  C.  B. 
Zinser,  trustee. 

It  is  fvrther  ordered,  That  the  authority  to  issue  said 
bonds  be,  and  the  same  is,  granted  upon  the  following  con- 
ditions and  not  otherwise: 


■  See  Commission  Leaflet  No.  72,  p.  1336, 
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1.  That  the  Peoples  Telephone  Company  of  ChiUicothe 
shall  sell  the  bonds  herein  authorized  so  as  to  net  the  com- 
pany not  less  than  the  par  value  thereof,  besides  accrued 
interest  thereon,  and  shall  apply  the  proceeds  thereof  to 
the  following  purposes  only: 

(1)  For  the  discharge  of  lawful  refunding  of  promissory  notes 

now  outstandiDg,  the  proceeds  of  which  were  expended 
in  the  construction,  improvement  of,  or  additions  to  the 
company's  facilities  as  set  forth  in  Exhibit  A  of  the 
application  herein $6,000 

(2)  For  the  reimbursement  of  the  treasury  for  moneys  actually 

expended  from  income  for  construction,  extensions,  or 
improvement  of,  or  additions  to  its  facilities,  as  set  forth 
in. Exhibit  A  of  the  application  herein 4,000 

TOT*l, $10,000 

2.  That  the  petitioner  shall  keep  separate,  true  and 
accurate  accounts  covering  the  sale  or  disposition  of  the 
bonds  herein  authorized  to  be  issued,  and  within  sixty 
days  from  and  after  the  date  of  this  order,  and  everj' 
sixty  days  thereafter  so  long  as  may  be  necessary,  said 
company  shall  file  with  this  Commission  a  verified  report, 
in  duplicate,  showing  the  sale  or  sales  of  said  bonds  during 
the  preceding  period,  the  moneys  derived  therefrom,  and 
the  use,  Application  and  disposition  of  said  moneys,  and 
said  accounts  shall  be  open  to  audit  and  may  be  audited 
from  time  to  time  by  whatever  accountants  and  examiners 
are  appointed  by  the  Conmiission  for  such  purpose. 

3.  That  the  promissory  notes  of  the  face  value  of  $6,000 
now  outstanding,  which  are  to  be  paid  and  discharged  by 
the  issue  of  Iwnds  herein  authorized,  shall  be  returned  to 
the  treasury  of  the  company  and  marked  "  paid  and  can- 
celled ",  and  a  certificate  (in  duplicate)  showing  such 
cancellation  shall  be  filed  with  this  Connnission  within  five 
days  after  said  notes  have  been  discliarged. 

4.  That  the  petitioner  shall,  before  the  issue  and  delivery 
of  any  of  said  bonds  herein  authorized  to  he  issued,  cause 
to  be  printed,  stamped  or  engraved  on  the  face  of  each 
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of  said  bonds  for  the  proper  and  easy  identification  thereof, 
the  following: 

"PUBLIC  UTILITIES  COMMISSION  OF  ILLINOIS. 

AUTHORIZATION  NO.  800. 

February,  1919." 

It  is  further  ordered,  That  the  Peoples  Telephone  Com- 
pany of  Chillicotlie  be,  and  it  is  hereby,  charged  an  amount 
e(|ual  to  10  cents  for  every  $100  of  bonds  herein  author- 
ized to  be  issued,  said  charge  amounting  to  $10.00,  and 
the  same  shall  be  paid  into  the  State  Treasury  before  any 
of  said  bonds  shall  be  issued. 

By  order  of  the  Coiinnission,  at  Springfield,  Illinois, 
this  nineteenth  day  of  February,  1919. 


In   re   Application    in--    Macos    Telbpuonk    Company   fob 

AVTHORITV   TO    ISSUK   NoTES, 

Case  No.  8881. 

Decided  Febntar;/  19,  1919. 

Issns,  1>7  Domestic  Corporation,  of  FromiBSory  Notw  to  Renew  Ootstud- 
ing  Short  Term  Kotee,  Anthomed. 

Applicoiit  sought  authority  tu  iissue  its  proitiissory  notes  in  ttie  n^cre- 
gate  amount  (if  $10,011,15  to  refund  outstanding  short  temi  notes. 

On  May  25,  1017,  thfl  Commission  issued  an  order"  authorizing  the 
Maoon  Telephone  Com|iBny  to  exerute  its  first  morlgHge  and  to  issue 
thereunder  $12,500,  par  viilue,  of-  the  bonds,  and  in  addition  thereto  said 
company  was  authorieed  to  issue  its  eoninion  eajtitat  stock  of  th«  nmount 
of  $^,000  and  its  preferred  stock  to  the  amount  of  $8,500,  the  protveds 
of  said  sceurities  to  be  applied  to  the  acquisition  of  telephone  plant, 
located  at  Macon  and  owned  by  F,  C.  Orton,  and  to  the  construction, 
extension,  inijirovenient  of,  and  addition  to,  the  facilities. 

The  proceeds  from  thp  sale  of  part  of  these  securities  were  applied  to 
the  acquisition  of  the  telephone  plant  as  provided  in  said  order,'  and  the 
company,  owin^  to  prevailing  financial  conditions,  not  being  able  to  dis- 
pose of  all  the  securities  auttiorized,  did,  in  order  to  provide  moneys,  for 
the  payment  of  the  balance  of  the  purchase  price,  and  to  provide  moneys 


[lit 
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for  construction,  extensions,  improvements  or  additions  to  its  facilities, 
borrow  the  sum  of  ^0,011.15,  evidenced  by  certain  short  tenn  notes,  and 
it  was  these  notes  that  it  now,  sought  to  refund. 

Held:  That  the  application  of  the  coDipany  for  the  renewal  and 
extension,  for  a  period  of  five  years,  of  the  short  terra  notes  issned  by  it 
to  provide  for  the  payment  of  the  balance  of  the  purchase  price  and  for 
construction,  e:(tensions,  betterments  and  improvements  of  its  plant,  should 
be  authorised. 

Opinion  and  Ordbk. 

Application  having  been  made  to  the  Public  Utilities 
Coniniission  of  Illinois  by  the  Macon  Telephone  Company 
tor  an  order  authorizing  the  issue  by  said  company  of  its 
l)romissory  notes  in  the  aggregate  amount  of  $10,011.15 
and  a  hearing  having  been  held,  and  tlie  petitioner  having 
presented  its  evidence  and  the  matter  having  been  sub- 
mitted to  the  Commission  for  disposition,  it  appears: 

That  heretofore,  on  May  28,  1917,  the  Conmiission 
entered  an  order  in  Case  No.  6274*  authorizing  the  Macon 
Telephone  Company  to  execute  its  first  mortgage  and  to 
issue  thereunder  $12,500,  par  value,  of  bonds,  and  in  addi- 
tion thereto  the  said  company  was  authorized  to  issue  its 
common  capital  stock  to  the  amount  of  $4,000,  par  value, 
and  its  preferred  capital  stock  to  the  amount  of  $8,500, 
])ar  value.  The  total  amount  of  securities  authorized  to 
be  issued  under  -said  order,  amounting  to  $25,000,  was 
directed  to  be  applied  to  the  following  purposes: 

(1)  For  the  acquisition  of  the  telephone  plant  located  in  the 

village  of  Maeon  and  vicinity  owned  by  F.  C.  Orton,  as 
described  in  detail  in  statement  attA*(-hed  to  tlie  applicii- 
tion  and  marked  Exhibit  A $18,000 

(2)  For  the  construction,  extension  or  improvement  of,   or 

addition  to,  its  facilities,  as  set  forth  in  detail  in  the 
schedule  of  proposed  expenditures  attached  to  the  appli- 
cation and  marked  Exhibit  F 7,000 

TOTAL  $25,000 

It  further  appears  that  owing  to  the  prevailing  financial 
conditions  since  the  aforesaid  order'  was  entered  tJie  eom- 

*  See  Commission  Leaflet  No.  67,  p.  53. 
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pany  has  not  been  able  to  dispose  of  all  of  the  securities 
authorized  to  be  issued  thereunder,  there  having  been 
issued  and  sold  up  to  June  ^0,  1918,  common  stock  to  the 
amount  of  $2,700  and  preferred  stock  to  the  amount  of 
$7,600,  leaving  unissued  and  unsold  under  said  order"  on 
June  30,  1918,  $1,300  of  common  stock,  $900  of  preferred 
stock,  and  $12,500  of  first  mortgage  bonds. 

It  further  appears  that  the  proceeds  from  the  sale  of  the 
stock  as  set  forth  above  were  applied  to  the  acqmsition 
of  the  telephone  plant  as  provided  in  said  order"  and  that 
the  company,  in  order  to  provide  moneys  for  the  payment 
of  the  balance  of  the  purchase  price  of  said  telephone 
plant,  and  to  provide  moneys  for  construction,  extension 
or  improvement  of,  or  addition  to,  its  facilities  as  con- 
templated, borrowed  the  sum  of  $10,011.15,  evidenced  by 
certain  short  tern:  notes,  as  set  forth  in  detail  in  peti- 
tioner's application  herein,  and  applied  the  proceeds 
thereof  t©  the  purchase  for  whicli  securities  in  said  Case 
No.  6274"  were  authorized. 

It  further  appears  that  the  company  now  desires  the 
consent  and  approval  of  the  Commission  to  the  renewal 
and  extension  of  said  notes  for  an  aggregate  period  not 
exceeding  five  years,  and  to  apply  a  like  amount  of  the 
proceeds  derived  from  the  sale  of  the  securities  author- 
ized to  be  issued  in  Case  No.  6274*  to  the  payment  of  said 
notes  as  and  when  Siaid  securities  are  disposed  of. 

The  Commission  having  considered  the  evidence,  and 
being  fully  advised  in  the  premises,  is  of  the  opinion,  and 
so  finds,  tliat  the  a])plicati()n  of  the  petitioner  is  reasonable 
and  should  be  granted. 

It  is,  therefore,  ordered,  That  the  Macon  Telephone  Com- 
pany be,  and  it  is  hereby,  authorized  to  issue  its  promis- 
sory notes  in  the  aggregate  amount  of  $10,011.15,  bearing 
interest  at  the  rate  of  6  per  cent,  per  annum,  and  said 
company  is  further  authorized  to  renew  said  notes  from 
time  to  time  for  an  aggregate  period  not  exceeding  five 
vears  from  the  date  of  this  order. 


*  See  CommisBioii  Leaflet  No.  67,  p.  63. 
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/*  is  further  ordered,  That  the  authority  to  issue  said 
notes  be,  and  the  same  is,  granted  upon  the  following  con- 
ditions and  not  otherwise: 

1.  That  the  Macon  Telephone  Company  shall  issue  said 
riotes  in  substitation  of  an  equal  amount  of  notes  now  out- 
standing, or  seD  said  notes  so  as  to  net  the  company  not 
less  than  the  face  amount  thereof,  and  sliall  apply  the  pro- 
ceeds therefrom  to  the  payment  of  a  like  amount  of  short 
term  notes  now  outstanding,  as  particularly  set  forth  and 
described  in  petitioner's  application. 

2.  That  within  thirty  days  from  the  date  of  this  order 
the  company  shall  file  with  this  Commission  a  certificate 
(in  duplicate)  showing  that  the  notes  which  are  to  be 
lefunded  by  the  issue  hej-ein  authorized  have  been  returned 
to  the  treasury  of  the  company  and  marked  "  paid  and 
cancelled  ". 

3.  That  the  petitioner  shall,  within  thirty  days  from 
the  date  of  this  order,  file  with  the  Commission  a  detailed 
statement  of  all  additions  and  betterments  made  to  its 
telephone  system  from  moneys  obtained  from  the  issue 
of  its  notes  as  aforesaid. 

4.  That  the  petitioner  shall,  before  the  issue  and  delivery 
of  any  notes  herein  authorized  to  be  issued,  cause  to  be. 
]irinted,  stamped  and  engraved  on  the  face  of  each  note, 
for  the  proper  and  easy,  identification  thereof,  the 
following : 

"  PttBLIC  UTILITIES  COMMISSION  OF  ILLINOIS. 

AUTHORIZATION  NO.  803. 

February,  1919." 

It  is  further  ordered,  That  as  and  when  any  further 
sales  of  securities  authorized  in  Case  No.  6274'  are  made, 
the  proceeds  thereof  shall  be  applied  to  the  payment  and 
discharge  of  the  notes  herein  authorized  to  be  issued,  and 
a  certificate  (in  duplicate)  of  the  cancellation  and  pay- 
ment of  sucli  notes  shall  be  filed  with  this  Commission 
within  five  days  after  the  payment  thereof. 


*  See  CommiBsion  Leaflet  No.  67,  p.  53. 
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/*  is  further  ordered,  That  said  Macon  Telephone  Com- 
pany be.  and  it  is  hereby,  charged  an  anionnt  equal  to  10 
cents  for  every  $100  of  promissory  notes  authorized  by 
this  order,  said  charge  amounting  to  $10.01,  and  the  same 
sliall  be  paid  into  the  State  Treasury  before  any  of  such 
notes  shall  be  issued. 

By  order  of  the  Commission  at  Springfield,  Illinois,  this 
ninteenth  day  of  February,  1919.' 


•  In  Casts  Nob.  8882,  8883  and  8870,  the  Sullivan  Home  Telephone 
Company,  the  Sparlond  Telephone  Company  and  the  Niantic  Telephone 
Company,  respectively,  were  authorized  to  issue  notea  for  an  aggregate 
period  o£  five  years  in  each  case  to  refund  notes  which  had  been  issued 
where  securities  authorized  by  the  Coramission  by  previous  orders  could 
not  be  disposed  of  because  of  the  prevailing  financial  conditions  .  For 
previous  orders  in  the  first  two  cases,  see  Commission  Leaflet  No.  75, 
p.  417,  and  Commission  Leaflet  No.  69,  p.  468. 
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INDIANA. 
PnUic  Service  Commission. 
In  re  Petition  of  United  Telephone  Company  of  Bluff- 
ton  FOR  Authority  to  Issue  Notes. 

No.  3756. 

Decided  July  3,  i9!8. 
Order  Antboriiiiig  Ibbw  of  Notes  Hodlflod. 

Modified  Order. 

Comes  now  the  petitioner,  the  Unitod  Telephone  Com- 

paiiy  of  BlufFton,  Indiana,  and  prays  the  Commission  for 

a  modi6cation  of  the  order"  made  by  this  Commission  on 

April  30,  1918,  in  the  following  respects: 

1.  That  wherever  reference  is  made  in  said  order  to  certain  notes  as 
"held  by  the  Central  Union  Telephone  Company  "  said  order  be  changed 
to  read :  "  held  by  the  Receivers  of  the  Central  Union  Telephone  Com- 
pany"; for  the  reason  that  the  evidence  adduced  before  the  Commission 
at  the  hearing  sliowed  that  said  notes  are  held  by  said  Receivers. 

2.  That  the  following  language  be  stricken  from  Paragraph  2  of  the 
order,  to-wit :  "And  that  a  profit  on  materials  and  work  was  included  in 
the  payments  which  they  represent,"  (referring  to  notes  held  by  the 
Il«ceiTerB  of  the  Central  Union  Telephone  Company],  for  the  reason  that 
the  evidence  adduced  at  the  hearing  was  not  of  such  character  to  justify 
such  finding  by  the  Conmiisftion. 

3.  That  the  provisinns  of  the  order  whieh  require  that  in  converting 
notes  held  by  the  Rweivers  of  the  Central  Union  Telephone  Company, 
said  notes  shall  be  issued  at  not  less  than  par,  be  changed  bo  as  to 
jiemiit  the  (letitioner  to  issue  notes  to  be  exchanged  for  notes  now  held  by 
said  Receivers  for  the  best  price  obtainable,  hut  at  not  less  than  98  per 
cent,  of  the  par  value  thereof;  for  the  reason  that  said  Receivers  have 
notified  petitioner  that  said  Receivers  are  unwilling  to  surrender  the 
demand  notes  now  held  by  said  Receivers  and  accept  in  exchange  therefor 
notes  due  two  years  after  date,  at  fnll  par  value  of  said  two-year  notes, 
and  that  said  Receivers  have  stated  the  reasons  of  their  unwillingness  to 
make  such  excliange  to  be  that  by  such  an  exchange  they  are  asked  to 
surrender  an  obligation  the  payment  of  which  can  be  enforced  at  any 

■  See  Commission  Leaflet  No.  79,  p.  116. 
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time,  and  to  accept  in  lieu  thereof  obligations  which  will  not  become  dne 
until  two  years  from  the  date  thereof;  also,  that  said  notes  represent  the 
actual  expenditure  of  money  for  labor  and  material  to  the  full  amount  of 
the  face  thereof,  and  do  not  include  profits  on  such  labor  and  material; 
also,  that  the  financial  condition  of  ^aid  receivership  requires  said 
Receivers  to  use  such  notes  as  they  may  accept  in  exchange  for  notes 
now  held  by  them  to  pay  debts  incurred  by  said  Receivere  in  the  conduct 
of  their  trust;  also  that  on  account  of  the  condition  of  the  money  market 
it  will  be  impossible  for  said  Receivers  to  dispose  of  said  notes  at  the 
full  face  value  thereof,  and  that  to  require  said  Receivers  to  accept  said 
proposed  not«s  at  par  may  make  it  nccrssarj-  for  said  Receivers  to  apply 
to  the  courts  under  whose  orders  said  Receivers  are  operating  the  prop- 
erty of  said  Central  Union  Telephone  Company  for  leave  to  dbpose  of 
said  notes  at  a  discount;  that  it  may  he  impossible  to  secure  such  order 
of  the  court,  and  that  in  any  event,  even  if  such  order  should  be  secured, 
said  Receivers  will  be  required  to  sustain  a  loss  in  connection  with  the 
disposition  of  said  notes,  and  a  consequent  ini]>aimicnt  of  the  assets  in  the 
hands  of  said  Receivers,  for  which  they  are  obliged  to  account  to  the  courts 
hy  which  they  were  appointed. 

4.  That  permission  be  granted  in  said  order  to  the  petitioner  to  dispose 
of  said  entire  issue  of  notes  at  not  less  than  98  per  cent,  of  the  par  value 
thereof,  so  that  petitioner  may  have  the  privilege  of  selling  all  of  said 
notes  to  the  public  or  to  banking  institutions,  and  thus  not  he  required 
to  reconvert  the  petitioner's  notes  now  held  by  the  Receivers  of  the 
Central  Union  Telephone  Company,  but  may  he  enabled  to  pay  said 
Receivers  in  cash  the  amount  of  the  petitioner's  debt  to  said  Receivers,  as 
represented  by  said  notes. 

With  rpjjard  to  petitioner's  i»rayer  in  ParaRfapd  1,  the 
same  is  granted,  and  tlie  Coniiiiissioii'K  order*  of  April 
uO,  1918,  is  hereby  iiiodifled  to  read  in  the  place  of  "Cen- 
tral Union  Telephone  Company  "  appearing  in  the  third 
line  of  the  last  paragraph  of  page  4  of  the  order 
'*  Receivers  of  the  Central  Union  Telephone  Company  ". 
The  same  modification  is  hereby  and  herein  ordered  in  the 
sixteenth  line  on  i)age  5  of  the  order"  of  April  30,  1918. 

The  petitioner  prays  the  Conmiission  to  strike  from 
Paragraph  3  of  the  order'  any  reference  to  the  profit  oii 
materials  and  work  included  in  the  payments  which  they 
repres<'nt.  Without  I'egard  to  the  actual  facts  to  which 
reference  is  made  by  the  Coniinission,  it  is  the  petitioner's 


•  See  Commission  Leaflet  No.  79,  p.  116. 
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contention  that  the  record  itself  does  not  support  the  Com- 
mission's conclusion.  On  the  other  hand,  the  Commission 
is  on  safe  ground  in  assuming  a  profit  on  work  and  material 
included  in  charges  made  by  the  Central  Union  Telephone 
Company,  for  which  notes  are  now  held  by  the  Receivers 
of  the  Central  Union  Telephone  Company,  since  tjiere  is 
no  evidence  to  the  contrary.  The  Commission's  original 
conclusion  should  not  be  regarded  as  a  determining  factor 
in  this  cause.  The  petitioner's  prayer,  however,  will  be 
granted  and  the  order  will  be  modified  in  accordance 
therewith. 

The  petitioner  seeks  to  exchange  for  notes,  now  held  by 
the  Receivers  of  the  Central  Union  Telephone  Company, 
new  two-year  notes  to  be  accepted  by  the  Receivers  of  the 
Central  Union  Telephone  Company  at  not  less  than  98 
per  cent,  of  the  par  value  thereof.  The  Commission's 
original  order*  of  April  30,  1918,  provided  that  the  new 
two-year  notes,  amounting  to  $149,967.94,  should  be 
accepted  at  par.  Tlie  controlling  reason  for  the  Commis- 
sion's original  requirement  that  the  new  two-year  notes 
be  accepted  by  the  Receivers  of  the  Central  Union  Tele- 
phone Company  at  par  consists  in  the  fact  that  there  is 
an  intimate  financial  relationship  between  the  petitioner 
and  its  creditor  in  this  transaction.  This  Commission  is 
reluctant  to  permit  a  discount  in  financial  tranactions 
between  parent  and  subsidiary  corporations.  A  had  prece- 
dent is  involved.  If  the  petitioner's  prayer  were  granted, 
the  Commission  has  no  doubt  that  other  public  service 
corporations  similarly  organized  and  similarly  inter- 
related, might  .Justly  claim  the  same  privilege.  But  there 
would  be  no  objection  to  such  claims  if  they  were  right  in 
principle,  and  after  all  it  is  the  principle  herein  involved 
which  the  Commission  believes  to  be  wrong.  In  the  Com- 
mission's opinion,  it  was  created  to  prevent  just  such 
abuses  that  were  patent  to  intercorporate  relationships 
before  the  regulation  of  public  service  corporations  became 


•  See  Commission  Leaflet  No.  79,  p.  116. 
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a  fact.    The  petitioner's  prayer  contained  in  Paragraph 
3  should  be  denied,  and  it  will  be  so  ordered. 

/(  is,  therefore,  ordered  hy  the  Public  Service  Commis- 
sion of  Indiana,  That  an  order*  of  the  Public  Service 
Commission  dated  April  30,  1918,  in  tlie  above-entitled 
cause,  wherein  certain  notes  are  referred  to  in  line  5  of 
the  last  paragraph  on  page  4  as  "  held  by  the  Central 
Union  Telephone  Company  "  is  hereby  modified  to  read 
*'  held  by  the  Reeeivers  of  the  Central  Union  Telephone 
Company  "  ;  and  that  the  fourth  paragraph  on  page  5 
of  the  order  be,  and  tlie  same  is  hereby,  modified  to  read 
as  follows : 

"  It  ■  ia   further   ordorcd,   thnt    in    re-eonvertinfr  tlip  notPs  held  by   the 
Receivers    of    the    Central    Union    Telephone    Company,    aggr^^tinfi: 

$149,967.94,  and  designated  as  'Advanees  from  System  Corporations,'  said 
notes  shall  be  issued  at  not  less  than  par." 

It  is  further  ordered,  That  the  following  language 
appearing  in  the  first  paragraph  on  page  5  be  stricken  from 
the  order: 

"  and  that  a  profit  on  materials  and  work  was  included  in  the  payments 
which  they  represent." 

It  is  further  ordered,  That  exceiJt  as  above  provided 
the  Commission's  order*  of  April  30,  1918,  shall  stand  as 
adopted  on  that  date,  the  Conmiission  declining  otherwise 
to  modify  the  same. 

July  3,  1918. 

Modified  Ohdeb. 

NnvrmbeT  27,  1918. 

(hi  October  8,  1918,  tlie  above-named  petitioner  filed  its 
supplemental  petition  and  motion,  in  which  it  is  stated 
that  petitioner  has  been  unable  to  dispose  of  the  promis- 
sory notes  heretofore  authorized  by  this  Commission  on 
the  terms  set  out  in  the  original  and  modified  orders. 


*  See  Couuuissioii  Leaflet  No.  79,  p.  116, 
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Petitioner  asks  that  it  be  authorized  to  issue  its  two- 
year  promissory  notes  drawing  8  per  cent,  interest,  and 
to  dispose  of  the  same  at  par  for  the  purposes  and  to  the 
amount  as  set  forth  in  the  original  order. 

Said  cause  was  set  for  hearing  on  October  17,  1918, 
at  10  o'clock  A.  M,,  at  the  rooms  of  the  Commission.  Notice 
of  said  hearing  was  given  to  the  respective  mayors  of  the 
cities  of  MwHtpelier,  Hartford  City,  Marion,  Huntington 
and  Bluffton.  Mr.  R.  F.  Davidson  appeared  for  petitioner. 
Mr.  Henry  L.  McAtee,  mayor  of  Hartford  City,  appeared 
for  said  city  but  made  no  objections  to  the  modification 
of  said  order. 

The  notes  heretofore  authorized  were  to  bear  6  per 
cent,  interest.  Petitioner  showed  that  it  ha<i  attempted  to 
dispose  of  said  notes  but  that  it  could  not  do  so.  Peti- 
tioner's witness  testified  that  he  did  not  believe  said  notes 
could  be  disposed  of  at  par  unles^s  they  provided  for  8 
per  cent,  interest. 

The  Commission  is  of  the  opinion  that  owing  to  the 
high  cost  of  money  due  to  war  conditions  that  the  former 
orders'  of  this  Commission  in  this  cause  should  be  modi- 
fied so  as  to  authorize  the  issue  of  said  notes  drawing  a 
rate  of  interest  of  8  per  cent,  per  annum,  except  such  notes 
as  are  issued  to  refund  the  notes  held  by  tlie  Receivers  of 
the  Central  Union  Telephone  Company,  aggregating 
$149,967.94,  and  that  notes  to  refund  said  latter  indebted- 
ness .ihould  be  authorized  drawing  fi  per  cent,  interest  per 
annum,  to  be  disposed  of  at  not  less  than  par. 

/(  is,  therefore,  ordered,  That  the  former  orders*  here- 
tofore made  in  this  cause  be,  and  they  are,  so  modified  as 
to  authorize  petitioner  to  issue  its  promissory  notes  of  the 
par  value  of  $149,967.94,  payal)le  in  two  years,  drawing 
6  per  cent,  interest  per  annum,  for  the  purpose  of  refund- 
ing a  like  amount  of  notes  held  by  the  Receivers  of  the 
Central  Union  Telephone  Company,  said  notes  to  be  dis- 
posed of  at  not  less  than  par,  and  to  issue  its  promissory 


*  See  C<»nmis8ion  Leaflet  No.  79,  p.  1^6, 
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notes  of  the  par  value  of  $200,032.06,  drawing  8  per  cent, 
interest  per  annum,  due  and  payable  two  years  from  date 
of  issue,  and  to  dispose  of  the  same  at  not  less  than  par, 
for  the  purposes  set  forth  in  said  former  orders. 

It  is  further  ordered,  That  said  former  orders*  shall 
remain  in  force  except  as  herein  modified.        ' 

November  27,  1918. 


In  re  Petition  of  the  Citizens  Telephone  Company  of 
KoKOMO  for  Authority  to  Issue  Notes. 

No.  3770. 

Decided  July  3,  1918. 
Order  Anthwizing  Issos  of  HotM  Hodifled. 

Modified  Order. 
Comes  now  the  petitioner  the  Citizens  Telephone  Com- 
pany of  Kokomo,  Indiana,  and  prays  the  Commission  for 
n  modification  of  its  orderf  dated  April  30,  1918,  in  the 
following  respects: 

1.  That  wherever  reference  is  made  in  said  order!  to  "  Central  Uoion 
Telephone  Company,"  said  order  be  changed  to  read  "  Receivers  of  the 
Central  Union  Telephone  Company,"  for  the  reason  that  the  evidence 
adduced  before  the  Commission  at  tlio  hearing  showed  that  the  indebted- 
ness referred  to  is  owing  to  said  Receivere, 

2.  That  the  following  language  be  stricken  from  Paragraph  3  of  the 
order.f  to-wit,  "on  which  they  have  already  collected  profit,"  (referring 
to  indebtedness  to  the  Receivers  of  the  Central  Union  Tel^bone  Com- 
pany), for  the  reason  that  the  evidence  adduced  at  the  hearing  was  not  of 
such  character  to  justify  such  finding  hy  the  Commission. 

3.  That  the  provisions  of  the  order)  which  required  that  in  issuing  notes 
to  the  Receivers  of  the  Central  Union  Telephone  Company,  said  notes 
shall  be  issued  at  not  less  than  par,  be  changed  so  as  to  permit  the 
petitioner  to  issue  said  notes  to  said  Receivers  for  the  best  price  obtain- 
ahte,  hut  at  not  less  than  98  per  cent,  of  the  par  value  thereof;  for  the 

*  See  Commission  Leaflet  No.  79,  p.  116  and  supra  p.  1263. 
1  See  Commission  Leaflet  No.  79.  p.  124, 
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reason  that  said  Receivers  have  notified  petitioner  that  said  Receivers  are 
unwilling  to  accept  in  payment  of  said  indebtedness  not«s  due  two  years 
afCer  date,  at  the  full  par  value  of  said  two-year  notes,  and  that  said 
Receivers  have  stated  the  reason  of  their  unwillingness  to  accept  snch 
notes  to  be  that  by  such  acceptance  they  are  asked  to  accept  in  payment 
of  said  accounts  obligations  which  will  not  become  due  until  two  years 
from  the  date  thereof;  also,  that  said  indebtedness  represents  the  actnal 
expenditure  of  money  for  labor  and  material  to  the  full  amount  thereof, 
and  does  not  include  profits  on  such  labor  and  material;  also,  that  the 
financial  condition  of  said  receivership  requires  said  Receivers  to  use  such 
notes  as  they  may  accept  to  pay  debts  incurred  by  said  Receivers  in  the 
conduct  of  their  trust;  also  that  on  account  of  the  condition  of  the  money 
market  it  will  be  impossible  for  said  Receivers  to  dbposc  of  said  notes  at 
the  full  face  valne  thereof,  and  that  to  re(|uire  said  Receivers  to  accept 
said  proposed  notes  at  par  may  make  it  necessary  for  said  Receivers  to 
apply  to  the  courts  under  whose  orders  said  Receivers  are  operating  the 
property  of  said  Central  Union  Telephone  Company  for  leave  to  dispose 
of  said  notes  at  a  discount;  that  it  may  be  impossible  to  secure  such  order 
of  the  court,  and  that  in  any  event,  even  if  at  par,  may  make  it  necessary 
for  said  Receivers  to  apply  to  the  courts  under  whose  ordei^  said 
Receivers  are  operating  the  property  of  said  Central  Union  Telephone 
Company  for  leave  to  dispose  of  said  notes  at  a  discount;  that  it  may  be 
impossible  to  secure  such  order  of  the  court,  and  that  in  any  event,  even 
if  such  order  should  be  secured,  said  Receivers  will  be  required  to  sustain 
a  loss  in  connection  with  the  disposition  of  said  notes,  and  a  consequent 
impairment  of  the  assets  in  the  hands  of  said  Receivers,  for  which  they 
are  obliged  to  account  to  the  courts  by  which  they  were  appointed. 

4.  That  permission  be  granted  in  said  order*  to  the  petitioner  to  dispose 
of  said  entire  issue  of  notes  at  not  less  than  98  per  cenL  of  the  par  value 
thereof,  so  that  petitioner  may  have  the  privilege  of  selling  all  of  said 
notes  to  the  public  or  to  banking  institutions,  and  thus  be  enabled  to  pay 
said  Receivers  in  cash  the  amount  of  the  petitioner's  debt  to  said 
Receivers. 

The  petitioner's  prayer  contained  in  Paragraph  1  of  its 
motion  to  modify  the  order"  of  April  30,  1918,  will  be 
granted,  and  the  order  will  be  modified  to  conform  to  said 
prayer. 

The  petitioner's  prayer  contained  in  Paragraph  2  of 
its  petition  to  modify  the  order"  of  April  30,  1918,  will 
likewise  be  granted,  and  an  order  will  bo  entered  to  this 
effect. 


*  See  Commission  Leaflet  No,  79,  p.  124. 
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With  regard  to  petitioner's  prayer  in  Paragraph  3  of 
its  motion  to  modify  the  order'  of  April  30, 1918,  the  Com- 
mission is  disposed  to  the  same  conclusions  as  those 
reached  in  the  determination  of  a  similar  petition  in  Cause 
P.  S.  C.  I.  No.  375(>.t  The  petitioner's  prayer  to  issue  new 
two-year  6  per  cent,  promissory  notes  to  discharge  obliga- 
tions held  by  the  Receivers  of  the  Central  Union  Telephone 
Company  will  l)e  denied.  The  Coniniission,  however,  is 
disposed  to  make  an  exception  in  the  case  of  the  account 
of  the  Western  Electric  Company,  amounting  to  $406.25, 
for  the  reason  that  a  somewhat  different  relationship 
obtains  between  the  Citizens  Telephone  Company  of 
Kokomo  and  the  Western  Electric  Company,  on  the  one 
hand,  and  the  CitiKens  Telephone  Company  and  the 
Eeoeivers  of  the  Central  Union  Telephone  Company  on 
the  other.  The  Western  Electric  Company  occupies  the 
position  of  an  independent  creditor  which  has  no  direct 
financial  relationship  with  the  petitioner  in  this  cause. 
The  Commission  is  of  the  opinion  that  the  amount  due  the 
Western  Electric  Company,  amounting  to  $406.25,  should 
I>e  discharged  by  the  issuance  of  6  per  cent,  promissof}' 
notes  payable  two  years  after  date,  to  be  sold  at  a  price 
not  less  than  98  per  cent,  of  par,  and  it  will  be  so  ordered. 

It  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana,  That  the  Commission's  order*  of  April 
30,  1918,  in  the  above-entitled  cause  be  modified  to  read  as 
follows:  "Receivers  of  Central  Union  TelephoYie  Com- 
j)any  "  in  place  of  "  Central  Union  Telephone  Company  " 
when'ver  the  latfe^r  appears  in  the  order. 

It  i.t  further  ordered.  That  the  sentence  at  the  top  of 
page  5, 

"  accounts  payable  to  them  are  for  materials  and  services  on  which  they 
have  already  collected  profit " 

shall  be  stricken  from  the  order. 

•  See  Commission  Leaflet  No.  79,  p.  124. 
t  See  Commission  Leaflet  No.  79,  p.  116. 
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It  is  further  ordered,  That  the  words  and  phrases  "  and 
supply  "  in  the  twenty-eighth  line  of  page  4  of  the  order*, 
and  the  words  and  phrases  "  and  the  Western  Electric 
Company  "  on  the  next  line,  shall  be  stricken  from  the 
order. 

//  is  further  ordered,  That  the  figures  $59,615.41,  appear- 
ing in  the  sixth  line  of  page  5  of  the  order',  shall  be 
changed  to  read  $60,021.66,  and  that  the  words 
"  an  $406.25  owing  the  Western  Electric  Company  " 

be  inserted  after  the  word  Kokomo  in  line  11,  of  page  5 
of  the  order. 

It  is  further  ordered,  That  the  figures  $59,615.41,  appear- 
ing in  line  16  and  20  of  page  5  of  the  order*  be  changed 
to  read  $59,978.34,  and  that  the  words  and  phrases  ' '  and 
the  Western  Electric  Company  "  be  stricken  from  line 
19,  page  5  of  the  order. 

July  3,  1918. 

MoDiHED  Order. 
September  27,  1918. 
On  August  2,  1918,  the  above-named  petitioner  filed  its 
supplemental    petition    in    the    above-entitled    cause    a^^ 
follows : 

The  Citizens  Telephone  Company  respectfully  shows  to  the  Public 
Service  Commission  of  Indiana,  that  it  has  not  been  able  to  dispose  of 
and  sell  its  notes  in  the  sum  of  $120,000  as  authorized  by  your  Commission 
made  in  P.  S.  C.  I.  No.  3770  in  the  original  order'  of  April  30,  191S,  and 
the  modified  orderf  entered  on  the  third  day  of  July,  1918,  for  the  reason 
that  the  Receivers  of  the  Central  Union  Telephone  Company,  who  were 
appointed  and  acting  under  the  authority  of  the  court,  have  declined  to 
take  the  notes  authorized  at  par  and  the  halanee  of  the  notes  authorized 
to  he  sold  cannot  be  gold  on  the  mariiet  at  the  terms  authorized,  whieh 
amount  to  7  per  eent.,  for  the  reason  that  the  rates  of  interest  have 
(rreatly  advanced  and  large  numbers  of  Arst  class  notes  and  other  securi- 


*  See  Commission  Leaflet  No.  79,  p.  124. 
t  See  supra,  p.  1268. 
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ties  have  been  offered  upon  the  market  for  from  7Vi  per  cent,  to  8  per 
tent.,  inelnding  the  obligations  from  some  of  the  strongest  indnstiial  and 
commemal  eorporations  of  the  country. 

Yonr  petitioner,  therefore,  prays  that  it  be  permitted  to  issue  and 
market  $120,000  notes  payable  in  two  years  from  date,  bearing  interest 
at  the  rote  of  8  per  cent,  per  annum,  without  relief  from  valnation  and 
with  attorneys'  fees,  and  to  sell  and  dispose  of  the  same  at  par,  and  with 
this  petition  makes  the  statement  attached  hereto. 

Said  matter  was  set  for  hearing  at  the  rooms  of  the 
Commission  on  September  18,  1918,  at  ten  o'clock  a.  m. 
Notice  of  the  time  and  place  of  hearing  was  given  to  the 
petitioner,  to  the  mayor  and  the  city  attorney  at  Kokomo, 
and  to  the  editor  of  the  Kokomo  Tribane  and  the  Kokomo 
Dispatch.  No  one  appeared  at  said  hearing  except  repre- 
sentatives' of  petitioner. 

The  Commission  having  heard  the  evidence  finds  that 
jietitioner  is  miable  to  sell  the  said  notes  heretofore  author- 
ized because  of  the  rate  of  interest  pro^dded  for  in  said 
notes.  Under  the  present  conditions  of  the  money  market 
petitioner  is  unable  to  dispose  of  notes  of  said  company 
which  bear  a  less  rate  of  interest  than  8  per  cent,  per 
annum. 

The  prayer  of  the  supplemental  petition  should  be 
granted. 

It  is,  therefore,  ordered,  That  the  original  and  modified 
orders*  heretofore  made  in  this  cause  be,  and  they  are 
hereby,  modified  so  as  to  authorize  said  petitioner  to  issue 
said  $120,000  of  two-year  promissory  notes  bearing  8  per 
cent,  interest  per  annum,  and  to  sell  the  same  for  not  less 
than  par,  for  the  purposes  set  forth  in  said  orders. 

September  27,  1918. 


•  See  Commission  Leaflet  No.  79,  p.  124,  and  supra,  p.  1268. 
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Charles  W.  Kinney  et  al.  v.  Farmers  Metropolitan  Tele- 
phone Company  of  Palmyra. 

No.  4177. 

Decided  January  4,  1919. 

Rates  Pot  in  Effect  Without  Consent  of  Oommissios  UnlawfnL 

Opinion  and  Order. 

On  the  first  day  of  October,  1918,  Charles  W.  Kinney, 
Samuel  S.  Marshall,  John  K.  Simpson,  John  S.  Marshall, 
Delbert  Link,  Matt  Maitin,  John  M.  Wire,  John  W.  Worley, 
Harrison  Voyles  and  Jasper  W.  Martin,  filed  a  complaint 
with  the  Public  Service  Commission  of  Indiana,  averring 
that  they  are  fanners  residing  in  the  vicinity  of  Palmyra, 
Harrison  County,  Indiana,  and  that  the  Farmers  Metro- 
politan Telephone  Company,  having  its  oifice  and  principal 
place  of  business  in  the  town  of  Palmyra,  is  a  public  utility, 
engaged  in  the  operation  and  maintenance  of  a  telephone 
exchange  plant  and  system  in  said  townof  Palmyra  and  the 
surrounding  neighborhood;  that  said  Farmers  Metro- 
politan Telephone  Company  is  charging  unlawful,  unjust, 
unreasonable  and  discriminatory  rates  against' the  above- 
named  petitioners  and  other  patrons;  that  without  war- 
rant or  authority  of  law,  said  company  has  increased  its 
rates,  tolls  and  charges,  in  which  the  above-named  peti- 
tioners are  directly  interested,  without  any  warrant  or 
authorify  whatever  and  against  the  laws  of  the  State  of 
Indiana. 

Petitioners  pray  that  the  aforesaid , Farmers  Metropoli- 
tan Telephone  Company  be  required  to  answer  the  charges 
herein  and  that,  after  due  hearing  and  investigation,  an 
order  be  made  commanding  the  said  company  to  desist  and 
cease  from  said  violation  of  the  Act  above-mentioned  and 
referred  to,  and  for  such  other  and  further  order  as  to  the 
Commission  may  seem  necessary  and  just  in  the  premises, 
and  for  such  other  relief  as  the  Commission  may  deem 
projier. 
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On  the  twenty-sixth  day  of  October,  1918,  the  Farmers 
Metropolitan  Telephone  Company  of  Palmyra  filed  an 
answer,  setting  forth  that  the  Farmers  Metropolitan  Tele- 
phone Company  is  a  small  company,  serving  approximately 
200  subscribers,  that  the  ordinary  patron  pays  $1.00  per 
telephone,  per  month,  as  a  rental  charge,  and  to  which 
rates  petitioners  are  objecting  as  illegal  and  discrimina- 
tory. Tlie  stockholders  pay  50  cents  per  telephone,  per 
month,  so  the  stockholders  are  actually  paying  more  cash 
for  their  service  than  is  paid  by  complainants,  in  addition 
to  carrying  a  liability  for  the  debt  existing  against  their 
company  of  more  than  $600,  being  more  than  half  of  the 
estimated  value,  to  them,  of  the  company's  outfit.  That 
this  telephone  company,  through  ignorance  or  inadver- 
tence, failed  directly  to  ask  the  Commission  for  permission 
to  raise  its  rates,  tolls  and  charges,  when  their  financial 
condition  made  it  imperative  to  do  so,  but  had  no  intention 
of  defying  the  law  or  ignoring  the  Commission. 

Attached  to  the  answer  was  a  cross  petition,  asking 
authority  to  increase  rates,  tolls  and  charges,  which  cross 
petition  will  be  dismissed  without  prejudice,  for  the  reason 
that  petitioner  advanced  its  rates,  tolls  and  charges  with- 
out authority  of  law,  and  refused  after  notice  to  reestab- 
lish the  legal  rates,  tolls  and  charges,  |  until]  after  the  pres- 
ent case  is  disposed  of. 

Appearances :  John  N.  Weate.rs,  for  petitioner ;  Thomas 
J.  Wilson,  of  Wilson  and  Wolf,  attorneys  for  Corydon,  for 
defendants. 

It  appears  that  the  Farmers  Metropolitan  Telephone 
Company  owns  and  operates  a  small  telephone  exchange, 
plant  and  system,  in  and  near  the  town  of  Palmyra,  Har- 
rison County,  Indiana,  and  is  serving  approximately  200 
subscribers.  Said  telephone  company  has  about  54  stock- 
holders, who  own  and  maintain  their  telephone  lines  and 
instruments,  and  about  120  subscribers  who  otati  and  main- 
tain their  telephone  lines  and  instruments,  and  about  20 
subscribers  who  neither  own  nor  maintain  their  telephone 
lines  or  instruments. 


DigtodbyGOOglc 


C.  W.  Kinney  et  al.  v.  Farmers  Met.  Tel.  Co.  1275 
^  88] 

It  further  appears  that  whea  this  company  was  first 
organized,  and  commenced  to  render  telephone  service,  it: 
was  more  for  social  than  for  business  purposes. 

A  small  charge  of  10 'cents  per  month,  per  telephone, 
was  established  and  was  in  effect  for  some  time,  then  the 
rate  was  increased  to  15  cents  per  mouth,  per  telephone, 
and  so  remained  for  some  considerable  time,  when  said 
lates  were  increased  to  25  cents  per  month,  per  telephone, 
and  M'hich  last  named  rate  was  in  effect  January  1,  1913. 

It  further  appears  that  in  the  year  1915  said  telephonij 
company  again  increased  its  rates  to  33i^  cents  per 
month,  per  telephone,  or  $4.00  per  year,  and  again  on  or 
about  January  1,  1918,  it  increased  said  rates  to  50  cents 
per  month,  per  telephone,  or  to  $6.00  per  year.  At  the 
time  the  last  increase  was  made,  sonie  of  the  users  of  the 
service  protested  to  the  proper  officer  of  the  company,  and 
inquired  as  to  whether  the  company  had  obtained  the  con- 
sent of  the  Public  Service  Commission  of  Indiana  for  such 
increases  in  rates.  Later  a  complaint  was  made  to  the 
Commission  regarding  the  increased  rates,  which  matter 
was  at  once  taken  up  with  said  telephone  company,  who 
made  no  effort  to  re-establish  the  legal  rate  which  was  in 
effect  January  1,  1913. 

It  was  unlawful  for  any  public  utility,  operating  in  the 
State  of  Indiana,  to  increase  the  rates,  tolls  and  charges 
that  were  in  effect  January  1,  1913,  without  the  consent  of 
the  Public  Service  Conunission  of  Indiana,  and  the  Farm- 
ers Metrojmlitan  Telephone  Company  of  Palmyra, 
Indiana,  having  on  two  separate  and  distinct  occasions 
since  January  1,  1913,  increased  its  rates,  tolls  and 
charges  mthout  first  obtaining  the  consent  of  the  Public 
Service  Commission  of  Indiana;  therefore,  said  rates,  tolls 
and  charges  are  unlawful. 

/(  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana,  That  the  Farmers  Metropolitan  Telephone 
Company  of  Palmyra,  Indiana,  shall  immediately  cease 
and  desist  from  charging  and  collecting  said  unlawful 
rates,  tolls  and  charges,  and  shall  immediately  establish 
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and  put  into  eflff^,  in  lien  th^rf-of.  thf  If^l  ratps,  tolls  and 
oharficp,  that  wpre  in  efffet  aj;  of  Janoarv  1.  1913. 

It  u  furthfr  ordfrfid  hti  the  PiihUc  St^rr'ice  Commis- 
Mton  of  Indiana,  That  thf-  ero^s  petition  hf-n-in  be.  and  thf- 
same  is  herphy,  dismissed  withont  prejudice. 

Janiiar\-  4,  1919. 


In  re  Applicatiox  ok  Pike  Corxn-  Telephoxe  Compact 
ASD  Rkceivers,  Central  T'.vion  Telephone  Compact 
FOB  Approval  of  Sale  asd  Pi'bchasie  of  Cebtais 
Pbopertt. 

No.  4318. 

Dfcitleii  January  17,  1919. 

B«k  of  Exchange  Propoily  to  Gompetitor  Anthoiizad  —  Sala  Prica  Hald 

Hot  to  BopreM&t  Fair  Valne  for  Bate-MaUnc  PnrpoMa  — 

P.T<«tiiig  Toll  OontracU  Not  to  be  AlTected  or 

Impairod  by  Sale. 

The  Rercivpre  of  tht  Central  Union  Telephone  Company  sought  author- 

ity  to  i)nrfha!^,  and  the  Pike  County  Telephone  Company  songht  antborilv 

to  m-ll,  for  $120,000,  the  telephone  plant  and  system  of  the  l^ke  County 

Telephone  Company  in  Washini^on  and  in  Davieas  County  which  had 

formerly  com]ieted  with  tlje  Central  Union  company  there. 

The  sale  of  this  property  by  the  Pike  County  cMnpany  had  been  duly 
authori?^  hy  the  utookhiddprK  and  directors  as  provided  hy  law.  The  Pike 
County  company  owned  and  operated  properties  out  si  dp  of  Dariess 
County  and  against  all  of  it.s  propprty  bonds  were  outstanding  aggregating 
$117,500.  However,  all  the  bondholders  had  consented  in  writing  to  the 
Mile  and  trannfer  of  the  property  located  in  Daviess  County;  farthemM>re 
the  Htockholders  and  dirceton;  and  all  the  bondholders  understood  and 
agret^d  that  the  property  located  in  Daviess  County  should  be  sold  free 
of  said  boh<lK  and  the  mortgage  securing  tliem  and  that  the  property 
remaining  after  the  sale  of  the  property  in  Daviess  County  would  then  be 
the  property  seenring  said  mortgage  and  bonds,  and  that  the  proceeds  of 
the  sale  of  the  property  of  the  company  in  Daviess  Coonty  should  be  used 
to  pay  the  present  floating  indebtedness  of  the  company  con»sting  of 
notes  and  accounts  in  the  agRregate  sum  of  $118,700. 

The  Receivers  of  the  Central  Union  Telephone  Company  had  been 
authorir.ed  and  directed  by  proper  orders  of  the  Superior  Conrt  of  Maiioa 
County,  Indiana,  and  the  Superior  Court  of  Cook  County,  Illinois  — 
courts  having  jurisdiction  over  the  matters  involved  — to  purchase  this 
property  of  the  Pike  County  company. 
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Held:  That  as  the  purchase  of  the  property  of  the  Pike  County  com- 
pany by  the  Receivers  would  resnlt  in  a  nnifieation  of  service  in  the  city 
of  Washington  and  surrounding  territory  whereby  the  public  would  he 
afforded  more  complete  and  satisfactory-  service  and  tlie  patrons  of  the 
Pike  County  company  would  secure  long  distance  and  toll  service  which 
they  had  not  heretofore  enjoyed,  and  as  hurtful  ooinpetttive  conditions 
would  be  removed  and  efficiency  and  economy  would  result,  and  as  unified 
service  would  he  rendered  st  the  present  rates  —  the  sale  of  the  property 
having  no  effect  od  existing  nttes  —  the  sate  should  be  aathorised ; 

Tliat  the  sale  and  transfer  herein  should  be  made  without  prejudice  to 
the  rights  of  any  telephone  company  having  connection  with  the  parties 
hereto  and  the  status  of  all  toll  contracts  affected  should  remain 
unchanged  and  undisturbed ; 

That  while  the  sum  of  $120,000  was  considered  by  the  Commission  a 
reasonable  con^deration  for  the  sale,  it  should  in  no  wise  he  accepted 
as  the  value  for  rate-makii^  purposes,  the  value  of  such  pro))erty  for 
rat«-making  being  a  matter  for  future  determination  unaffected  by  these 
proceedings. 

Opinion  and  Oeldbb. 

The  Pike  County  Telephone  Company  and  the  Receivers, 
Central  Union  Telephone  Company,  each  o^^^ls  and 
operates  a  telephone  plant  and  system  in  the  city  of  Wash- 
ington, Daviess  County,  Indiana,  with  lines  running  into 
i-ural  districts. 

Application  is  jointly  made  for  the  approval  by  the 
Commission  of  the  sale  and  parchase  by  the  Receivers, 
Central  Union  Telephone  Company,  of  the  telephone  plant 
and  property  of  Pike  County  Telephone  Company  at 
Washington,  Indiana,  and  in  Daviess  County,  Indiana. 

After  due  notice  to  the  parties  in  interest,  officials,  news- 
papers and  commercial  organizations  of  the  city  of  Wash- 
ington, the  matter  was  heard  at  the  rooms  of  the  Commis- 
sion on  the  seventeenth  day  of  January,  1919. 

The  parties  submitted  the  following  bill  of  sale  covering 
said  transaction.* 

It  was  shown  by  the  evidence  that  the  sale  of  said  proph 
erty  by  the  Pike  County  Telephone  Company  had  been  duly 
authorized  by  the  consent  of  more  than  three-fourths  of  the 


■  Bill  of  sale,  which  conveys  physical  property  only,  excluding  any 
franchise,  license,  ordinance,  or  resolution  rights,  omitted. 
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stockholders  of  said  Pike  County  Telephone  Company  and 
by  the  authority  and  consent  of  the  directors  of  said  cor- 
poration, all  as  provided  by  law. 

It  was  further  shown  that  the  Pike  County  Telephone 
Company  owned  and  operated  telephone  properties  out- 
ride of  Daviess  County,  Indiana,  and  that  against  all  of 
the  property  of  said  Pike  County  Telephone  Company 
bonds  were  outstanding  aggregating  $117,500. 

The  Pike  County  Telephone  Company  submitted  to  the 
Commission  the  written  consents  of  each  and  all  of  the 
bondholders  of  said  company  to  the  sale  and  transfer  of 
the  property  of  the  company,  located  in  Daviess  County. 
It  was  further  shown  that  ait  of  the  bondholders,  except- 
ing two,  were  stockbolders  of  the  Pike  County  Telephone 
Company,  and  all  the  stockholders  and  directors  of  the 
company,  present  in  ]>erson  or  by  proxy  at  the  meeting  here- 
inbefore mentioned,  and  all  bondholders,  understood  and 
agreed  that  the  property  of  the  company,  located  in 
Daviess  County,  should  Im?  sold  free  of  said  bonds,  and  the 
mortgage  securing  them,  and  that  the  property  of  the 
company  remaining  after  the  sale  of  the  property  in 
Daviess  County  would  then  be  property  securing  said 
mortgage  and  bonds. 

It  is  further  shown  that  all  of  the  stockholders  and 
directors  present  in  person  or  by  proxy  at  said  meeting 
hereinbefore  mentioned,  and  all  of  the  bondholders  of  said 
company,  understood  and  agreed  that  the  proceeds  of  the 
sale  of  the  property  of  the  company  in  Daviess  County. 
were  to  be  used  to  pay  and  extinguish  the  present  floating 
indebtedness  of  the  company,  consisting  of  notes  and 
accounts  in  the  aggregate  sum  of  $118,700. 

It  was  further  shown  that  the  purchase  of  said  propertj- 
by  the  Receivers  of  the  Central  Union  Telephone  Com- 
pany had  been  authorized  and  directed  by  proper  orders 
of  the  Superior  Court  of  Marion  County,  Indiana,  and  the 
Superior  Conrt  of  Cook  County,  Illinois,  courts  having 
jurisdiction  over  the  matters  involved. 

It  appears  that  the  purchase  of  the  property  of  the  Pike 
County  Telephone  Company  by  the  Eeceivers  of  the  Cen- 
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tral  Union  Telephone  Company,  will  result  in  a  unifica- 
tion of  sei*vice  in  the  city  of  Washington  and  surrounding 
territory;  that  the  public  will  be  afforded  more  complete 
and  satisfactory  service  thereby;  that  the  patrons  of  the 
Pike  County  Telephone  Company  will  secure  long  distance 
and  toll  service,  which  heretofore  they  have  not  enjoyed; 
that  hurtful  competitive  conditions  will  be  removed,  and 
efficiency  and  economy  will  result ;  that  unified  service  will 
be  rendered  at  the  present  rates,  the  sale  of  the  property 
having  no  effect  on  existing  rates. 

The  Commission,  having  heard  the  evidence  and  being 
well  advised  in  the  premises,  finds  that  the  prayer  of  the 
petition  herein  should  be  granted. 

The  Coinniission  further  finds  that  the  sale  and  transfer 
herein  should  be  made  without  prejudice  to  the  rights  of 
any  telephone  company  now  having  connection  with  the 
parties  hereto,  and  that  the  status  of  all  toll  contracts 
affected  should  remain  unchanged  and  undisturbed. 

The  Commission  further  finds  that  the  consideration  for 
such  sale,  stipulated  in  the  contract,  to-wit,  $120,000,  while 
approved  by  the  Commission  as  a  reasonable  consideration 
lor  such  sale,  in  no  wise  is  to  be  accepted  as  the  value  of 
the  property  for  rate-making  purposes,  the  value  of  such 
property  for  rate-making  being  a  matter  for  future  deter- 
mination unaffected  by  these  proceedings. 

It  is,  therefore,  ordered  by  the  Public  Service  Commis- 
.-iion  of  Indiana,  That  the  sale  by  the  Pike  County  Tele- 
phone Company  to  the  Receivers  of  the  Central  Union 
Telephone  Company  of  the  property  of  the  Pike  County 
Telephone  Company,  located  in  Daviess  County,  Indiana, 
and  specifically  described  in  the  bill  of  sale  heretofore  set 
out,  be,  and  the  same  is  hereby,  approved. 

/(  is  further  ordered,  That  authority  is  hereby  granted 
to  complete  said  sale,  conveyance  and  transfer  of  the  prop- 
erty described  in  the  bill  of  sale  heretofore  set  out,  in 
accordance  with  the  terms  thereof,  and  that  authority  be, 
and  it  is  hereby,  granted  for  the  payment  of  the  agreed 
consideration  for  the  transfer  of  said  property,  to-wit, 
$120,000,  to  be  paid  as  follows:  $20,000  in  cash,  and  the 


DigmzcdbyCoOglc 


,1280  Indiana  Public  Sebvicb  Commission. 

[Iiid. 
balance  of  $100,000  in  five  annual  installments  of  $20,000 
each,  due  and  payable  on  or  before  one,  two,  three,  four 
and  five  years  from  the  date  of  the  transfer  of  said  prop- 
erty, said  deferred  payments  to  be  evidenced  by  promis- 
f-orj'  notes  to  be  executed  by  the  Receivers,  Central  Union 
Telephone  Company,  bearing  interest  at  the  rate  of  6  per 
cent,  per  annum,  payable  semi-annually. 

It  is  further  ordered,  That  petitioners  be,  and  they  are 
hereby,  given  [such]  authority  as  is  properly  necessary  to 
ttonsuinmate  the  purchase  and  sale  herein  described. 

January  17,  1919. 


In  re  Order  Establishing  Rates  for  Greencastle  Local 

Phoenix  Telephone  Company. 

No.  3274. 

Decided  February  SI,  1919. 

Increased  B4tes  OuceUed  at  BeaoMt  of  Oompan?  and  Fonner  Ratei 

Bestravd. 

Order. 

The  petitioner  asks  that  tlie  rates  provided  in  the  orig- 
inal order*  herein  be  set  aside  and  cancelled  and  that  its 
previons  rates  be  restored. 

Iiiasnmch  as  the  original  order"  herein  slightly  increased 
the  rates  prior  thereto,  and  the  prayer  of  this  petition  is 
to  cancel  the  increased  rates,  the  Commission  knows  of  no 
reason  why  this  supplemental  petition  should  not  he 
granted. 

The  Commission  finds,  therefore,  that  the  rates  fixed  in 
the  original  order*  herein  should  be  cancelled  and  set  aside, 
and  that  the  rates  of  petitioner  on  file  with  this  Commission 
prior  thereto,  should  be  re-established,  approved  and 
ordered. 

It  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana,  That  the  rates  provided  in  the  original 

•  See  Commission  I^nflet  No.  78,  p.  1404,  nnd  modified  order  printed 
in  Commission  Leaflet  No.  79,  p.  154. 
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order'  herein  be,  and  the  same  are  hereby,  set  aside  and 
cancelled,  and  that  the  rates  of  petitioner  in  existence  at 
the  time  of  the  issuance  of  the  original  order*  herein  be. 
and  the  same  are  hereby,  re-established,  approved  and 
ordered. 
February  21,  1919. 


In  re  Petition   of  the  Flora  Telephone  Compasy  foi; 
Authority  to  Increase  Rates. 


Decided  January  21,  1919. 

Increwe  in  BnsitiesB,  Beudence  and  Bnral  Rates  Antliorlsed  —  AUow- 
aaca  Hade  for  Oolng  Value  and  Working  Capital  —  Allowance 
of  6  Per  Cent  on  Value  of  Depreciable  Property  Hade 
for  Beserre  for  Depreciation  —  Allowance  of  7  Per 
Cent.  Hade  for  Betnm  on  Investment — Treat- 
ment of  Depreciation  Fund  Outlined  — 
Free  Literclumge  of  Service  Ordered 
Continned. 
Applicant  sought  autliority  to  increase  its  rates  for  all  classes  of  service 
iince  the  present  rates,  on  account  of  increased  wages  and  the  advance  in 
the  price  of  materials,  were  insufiieient  to  pay  oporating  and  maintenance 
expenses,  provide  a  suffieient  allowance  for  reserve  for  depreciation  and 
yield  a  proper  return  on  the  investment. 

The  Commission's  engineers  found  that  the  fair  value  of  the  property, 
including  $2,000  for  going  value  and  $500  for  working  capital,  was  $40,457 
and  that  the  total  value  of  the  depreciable  property,  excluding  land, 
materials  and  supplies,  was  $36,222. 

The  Commission  found  further  that  operating  expenses  were  $9,361.64, 
and  that  allowing  5  per  cent,  on  the  depreciable  value  for  reserve  for 
depreciation  and  7  per  eent.  on  the  total  fair  value  for  return  on  invest- 
ment, it  would  be  necessary  to  fix  rates  whieh  would  yield  $14,004.73. 

Held:  That  as  the  present  schedule  of  rates  was  inadequate  and  insuffi- 
cient properly  to  maintain  and  operatic  the  plant  and  system,  applicant 
should  be  authorized  to  put  the  proposed  increased  rates  in  effect; 

That  applicant  should  allow  a  discount  of  10  cents  to  subscribera  who 

pay  their  accounts  on  or  before  the  tenth  day  after  the  bill  is  rendered; 

That  Applicant  should  continue  to  furnish  free  interchange  of  service 


*  See  Commission  Leaflet  No.  78,  p.  1404. 


DigtodbyGOOglc 


1282  Indiana  Pubuc  Service  Commission. 

[Ind. 
to  the  subscribers  of  the  several  ■ieighb<mng  telephone  exchanges  with 
which  it  had  formerly  been  interchanging  service  free; 

That  applicant  should  pay  into  a  depreciation  fund  the  monej's  pro- 
vided for  rcEerve  for  depreciatLon  and  this  fund  should  be  held  separate 
and  bandied  with  proper  accounting.  From  this  fund  there  should  be 
paid  out  all  costs  of  meeting  depreciation.  Uoney  accumulating  in  said 
fnnd  should  be  invested,  and  if  invested,  such  investment  shonld  be  made 
in  government  or  other  high  grade  listed  securities  which  would  return 
to  said  fund  not  less  than  4  per  cent,  interest  per  annum;  or  petitioner 
might  borrow  from  this  fund,  for  a  period  not  to  exceed  one  year,  money 
to  cover  not  more  than  75  per  cent,  of  the  cost  of  new  construction, 
extensions  or  additions  to  the  property  —  items  properly  chargeable  to 
capital  account  —  hut  in  such  event  petitioner  should  pledge  to  said  fund 
its  own  note  or  bonds  bearing  interest  at  the  rate  of  not  less  than  4  per 
cent,  per  annum,  and  the  money  borrowed  should  be  repaid  in  full  within 
one  year. 

Opinion  and  Ordbe. 

On  the  twenty-eighth  day  of  October,  1918,  the  Flora 
Telephone  Company  of  Flora,  Indiana,  filed  a  petition 
with  the  Public  Service  Commission  of  Indiana,  and 
sliows : 

That  it  is  a  public  utility  operating  under  the  laws  of 
the  State  of  Indiana;  tliat  its  principal  place  of  businesj" 
is  located  in  the  town  of  Flora,  Indiana;  that  it  is  a  public 
utility  engage<l  in  the  management  and  operation  of  a  tele- 
phone system  in  Flora,  Indiana,  with  lines  radiating  there- 
from to  the  farming  districts  and  territory  adjacent 
(hereto;  that  as  such  public  utility  it  is  subject  to  the  pro- 
visions of  the  laws  of  Indiana;  that  on  the  first  day  of 
January,  1913,  it  had  in  effect  the  following  schedule  of 
rates,  tolls  and  charges : 

Per  Month 

Residence  'phones , $1  00 

Business  'phones 1  00 

Party   'phones 1  00 

Party  and  business  'phones ■ 1  00 

That  it  applies  to  this  Commission  for  authority  to 
increase  its  rates  and  charges,  for  the  reason  that  in  the 
judgment  of  petitioner  the  present  rates  and  charges  arc 
wholly  inadequate  and  insufficient  to  maintain  the  system 
and  to  keep  the  same  in  a  "proper  state  of  efficiency ;  that 
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on  account  of  the  increased  wages  for  employees  and  the 
advanced  price  of  material,  to  provide  a  sufficient  revenue 
to  set  aside  a  depreciation  fund  and  allow  a  proper  income, 
it  is  necessary  that  the  rates  of  petitioner  be  increased. 

The  petitioner  prays  that  after  due  hearing  and  investi- 
gation, the  Public  Service  Commission  make  an  order 
granting  the  application  herein,  establishing  such  rates 
and  charges  as  it  may  find  to  be  equitable  in  the  premises, 
including  discontinued  free  service  to  the  following 
telephone  exchanges : 

Rockfield  Co-Operative  Telephone  Company Rockfleld,  Indiana. 

Burrows  Co-Operative  Telephone  Company Burrows,  Indiana. 

Yeoman  Telephone  Company Yeoman,  Indiana. 

Due  and  timely  notices  were  issued  and  served  upon  the 
proper  officials  of  said  town,  its  newspapers,  and  the  util- 
ity, that  the  matters  contained  in  the  petition  would  be 
heard  at  the  rooms  of  the  Commission,  State  House, 
Indianapolis,  Indiana,  December  23,  1918,  at  ten 
o'clock  A.  M, 

Said  petition  came  on  for  hearing  and  the  evidence 
introduced  by  prote&tants  did  not  object  to  an  increase  of 
rates.  However,  a  strong  opposition  d'eveloi)ed  to  any 
charge  as  a  toll  rate  between  the  various  exchanges 
connected  with  the  Flora  Telephone  Companj'. 

It  appears  that  free  service  was  grant^ed  by  the  Flora 
Telephone  Company,  to  the  subscribers  of  the  following 
exchanges : 

Cutler  Co-Operative  Telephone  Company Cutler,  Indiana. 

Camden  Co-Operslive  Telephone  Company Camden,  Indiana. 

Deer  Creek  Co-Operative  Telephone  Company.,-.  Deer  Creek,  Indiana. 

Borlin^n  Co-Operative  Telephone  Company Burlington,  Indiana. 

RockReld  Co-Operative  Telephone  Company Rocklield,  Indiana. 

Burrows  Co-Operative  Telephone  Company Burrows,  Indiana. 

Y'eoman  Co-Operative  Telephone  Company Yeoman,  Indiana. 

The  Commission  ordered  its  auditing  department  to 
audit  the  books  and  accounts  of  said  Flora  Telephone  Com- 
pany. Said  audit  was  made  and  the  report  filed  with  this 
Commission  on  November  29,  1918. 
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The  engineering  staff  of  the  Commission  was  orderwl 
to  make  an  evaluation  of  the  said  Flora  telephone  plant 
and  system.  This  was  done  and  the  report  of  said 
evaluation  was  filed  with  the  Commission  December  1, 
1918. 

The  i-eports  of  tlie  engineers  and  auditors  show  the 
following: 

Eatiinated  revenue  for  the  year  1919  as  baaed  on  actual  ten 

months  of  1918 $12,615  00 

Operating  expense  for  the  year  1914 $8,1^4  2.5 

Operating  eKpense  for  the  year  1915 8,945  03 

Operating  expense  for  the  year  1916 8,290  33 

Operating  expense  for  the  year  1917. .  $10,188  98 
deducting    1,000  00 

expended  on  account  of  sleet  storm,  which  should 

be  charged  to  capital  account,  leavii^ 9J.88  98 

Operating  expense  for  the  year  1918. .  $10,699  62 

d*^ucting    2,000  00 

for  construction  of  from  6  to  8  miles  of  Ime,  which 

should  be  chained  to  capital  account,  leaving 8,699  62 

TOTAL  OPERATING  EXPENSE  FOB  FIVE  YEARS .  .  •$45,308  21 

or  average  for  one  year $9,061  64 

Plus  estimated  increase  in  wages 300  00 

TOTAL   9,361  64 

Gross  or  net  income $3,253  36 

Valuation  by  the  Commission's  engineers $37,957  00 

Going  value 2,000  00 

Working  capital 500  00 

TOTAL  $40,457  00 

Valuation  by  the  Commission's  engineers $37,957  00 

Less  land    $415  00 

Less  material  and  supplies 1,320  00 

1,735  00 

TOTAL  HEPRECIABLE  PBOPEBTT $36,222  00 

'  An  error  is  apparent. 


DigtodbyGOOglc 


Petitioji  of  iYoRA  Telephone  Co.  1285 

J.  88] 

ASSVAh  BEQTJIREllEyTS. 

Estimated  average  operatiug  expense  for  1919 $9,361  64 

Five  per  cent,  depreciation  on  $36,222 1,811  10 

TOTAL    OPERATINQ   BEQUIBEMEN'TS $11,172   74 

Seven  per  cent,  return  on  $40,457 2,831  99 

TOTAL  $14,004  73 

Estimated  revenues  based  on  1918 12,615  00 

Apparent  deficit   81,389  73 

It  furtlier  appears  that  the  proposed  schedule  sub- 
mitted, will  produce  additional  revenue  of  approximately 
$1,615.40. 

It  furtlier  appears  that  the  schedule  of  rates,  tolls  and 
charges  now  in  effect  is  inadequate  and  insufficient  prop- 
erly to  maintain  and  operate  said  plant  and  system. 

The  cost  of  labor  and  material  necessary  in  the  con- 
struction of  additions  and  improvements,  to  utility  prop- 
erty has  greatly  increased  so  that  such  additions  and 
improvements  at  this  time  are  faced  w^th  tiie  necessity 
for  carrying  tliis  enhanced  investment  permanently.  How- 
ever, the  Commission  is  not  unmindful  of  the  fact  that 
high  prices  of  all  materials,  including  labor,  were  due  to 
the  world  war ;  now  that  the  war  is  over,  it  can  be  expected 
that  conditions  will  become  normal  and  prices  will  seek 
a  lower  level.  It  is  to  be  hoped  that  increased  cost  to  the 
consumers  of  all  utilities  has  reached  its  maximum,  and 
that  in  the  near  future  substantial  reductions  can  be  made. 

The  Public  Sei'vice  Commission  of  Indiana,  having 
heard  the  evidence,  and  being  fully  advised  in  the  prem- 
ises, is  of  the  opinion  that  a  slight  increase  should  be  made 
in  order  properly  to  operate  and  maintain  said  plant,  and 
to  remove  discriminations,  and  it  will  be  so  ordered. 

It  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana,  That  the  Flora  Telephone  Company  of 
Flora,  Indiana,  is  hereby  and  herein  authorized  to  file  with 
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tlie  Public  Service  Coiiiinission,  the  following  schedule  of 
rates,  tolls  and  charges: 

Per  Monlh 

Independent  business  'phone $1  35 

Independent  roeidence  'phone 1  25 

Party  residence-bnsiness  'phone 1  25 

PBrty  residence  'phone 1  20 

Independent  rural  residence  'phone 1  30 

Party  rural  business  'phone 1  30 

Party  rural  residence  'phone 1  20 

One-way  service 75 

Extension  'phone 75 

Call  bells   35 

Party  line  special 75 

It  is  further  ordered,  That  the  Flora  Telepiione  Com- 
pany of  Flora,  Indiana,  allow  a  discount  of  10  cents  to 
subscribers  who  pay  their  accounts  on  or  before  the  tentli 
(lay  after  the  monthly  bill  is  rendered. 

It  is  further  ordered,  Tliat  the  Flora  Telephone  Com- 
pany of  Flora,  Indiana,  continue  to  grant  free  service  to 
the  subscribers  of  the  following  telephone  exchanges: 

Cutler  Co-Operative  Telephone  Company 
Camden  Co-Operative  Telephone  Company 
Deer  Creek  Co-Operative  Telephone  Company 
Burlington  Co-Operative  Telephone  Company 
Roekfield  Co-Operative  Telephone  Companj' 
Burrows  Co-Operative  Telephone  Company 
Yeoman  Co-Operative  Telephone  Company 

It  is  further  ordered,  That  said  Flora  Telephone  Com- 
pany file  on  or  before  March  1, 1919,  said  schedule  of  rates, 
tolls  and  charges,  same  to  be  effective  on  and  after  said 
(late  or  until  fnrtlier  order  of  this  Commission. 

It  is  further  ordered,  That  the  Flora  Telephone  Com- 
jiany  of  Flora,  Indiana,  jmy  to  the  Treasurer  of  the  State 
of  Indiana,  the  sum  of  $57.19,  expense  incurred  for  making 
a  tentative  valuation  of  said  plant  and  system  by  the 
engineering  department  of  this  Commission,  itemized  as 
follows : 
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Appraisal  as  of  December  1,  1918.  Appraisal  started  December  2, 
1918.    Appraisal  completed  December  17,  1918, 

Railroad 
yame  Days  Salary         Hotel  Fare  Total 

D.  C.  Pj-ke 10        $50  00  $3  15  $4  04        $57  19 

It  is  further  ordered,  That  said  Flora  Telephone  Com- 
pany pay  to  thp  Treasurer  of  the  State  of  Indiana,  an  addi- 
tional amount  of  $48.12,  expense  of  auditing  the  hooks  of 
s^aid  plant  and  system  by  the  auditing  department  of  this 
Commission,  as  follows: 

Fred  E,  Swaiin,  aceoujitant $25  95 

L.  D.  Bledsoe,  ati-ountftnt 22  27 


/(  is  further  ordered,  That  petitioner  shall  pay  into  a 
depreciation  fund  the  moneys  provided  for  depreciation, 
which  i'mid  shall  be  held  separate  and  handled  with  proper 
accounting;  that  there  shall  be  paid  out  of  tliis  fund  all 
costs  of  meeting  depreciation.  Money  accumulating  in 
said  fmid  should  be  invested,  and  if  invested,  such  invest- 
ment shall  be  made  in  government  or  otlier  high  grade 
listed  securities  whicli  shall  return  to  said  fund  not  less 
than  4  per  cent,  interest  per  annum;  or  petitioner  may 
borrow  from  this  fund,  for  a  period  of  not  to  exceed  one 
j-ear,  mojiey  to  cover  not  more  than  75  per  cent,  of  the  cost 
of  new  construction,  extensions  or  additions  to  the  prop- 
erty —  items  properly  chargeable  to  capital  account  — 
but,  in  such  event,  petitioner  shall  pledge  to  said  fund  its 
own  note  or  bonds  bearing  interest  at  the  rate  of  not  less 
than  4  per  cent,  per  animm.  Such  moneys  so  borrowed  by 
petitioner  shall  be  repaid  in  full  within  one  year.  In 
handling  such  fund  petitioner  will  be  held  strictly  respon- 
sible for  its  safe  investment,  proper  administration  and 
accounting.  Said  accounting  shall  be  double  entry  with 
the  asset  account  designated  Depreciation  Fund;  the  lia- 
bility account  shall  be  designated  as  Depreciation  Reserve. 

January  21.  1919. 
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In  re  Petition  of  the  Southside  Telephone  Company  foi; 

AUTHOBITY  to  InCBEASE   BaTES. 

No.  4257. 

Decided  January  21,  1919. 

DiBcrimiiutloii  In  Favor  of  Stockholdon  or  SubscriberB  Owning  Eqnip- 

ment,  Eliminated  ■—  Bental  to  be  Paid  by  Telspbons  OompftnT 

Wlten  Tdepbone  Owned  by  SnbBdiber,  Fixed  —  Increase 

in  Bnial  and  Switching  Batea  Antborised. 

Opinion  and  Ohder. 

On  November  22,  1918,  the  Southside  Telephone  Com- 
pany of  Brown  County,  Indiana,  filed  a  petition  with  the 
Public  Service  Commission  of  Indiana,  which  represents 
and  shows: 

That  its  principal  place  of  business  is  located  in  the 
to^^^l  of  Christiansburg,  Brown  County,  Indiana ;  thait  it  is 
a  public  utility  organized  and  engaged  in  the  management 
and  operation  of  a  telephone  system  located  in  the  southern 
part  of  Brown  County  and  the  northern  part  of  Jackson 
County,  Indiana;  that  as  such  public  utility,  it  is  subject 
to  the  laws  of  tlie  State  of  Indiana,  and  that  at  the  present 
time  and  since  the  operation  of  the  Public  Utility  Law 
of  Indiana,  it  lias  had  in  effect  the  following  schedule  ol" 
rates,  tolls  and  charges: 

Stockholders,    (asses^nents   varj-ing   each   year) 

for  the  year  1918 $5  00 

Renters,  per  month 50 

Switching  Rates  or  Toll  Ckargee: 

Lockman  Telephone  Company,  Freetown, 
Indiana,  to  each  sabscriber  owning  interest 
in  line  and  paying  part. of  maintenance,  per 
year 2  00 

Farmers  Telephone   Company,    Waymansville, 

Indiana,  to  each  sabscribor,  per  year 2  00 

Uanmee    Telephone    Company,    Manmee,    In- 
diana       Free  switchii^-  service 

Daniel  B.  Kddy  Telephone  Company,  Kirts, 
Indiana Free  switching  service 

Citizens  Mntnal  Telephone  Company,  Free- 
town, Indiana' Free  switching  service 
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That  it  applies  to  tliis  Commission  for  authority  to 
increase  its  rates,  for  the  reason  that  the  present  rates  ar*' 
insuffieiewt  properly  to  maintain  and  operate  its  system; 
and  for  authority  to  put  into  effect  the  following  schedule 
of  rates,  tolls  and  charges : 

Snbsoribers,  per  mouth $0  75 

StL-itcking  and  Toll  Rates  between  the  Following  Companies: 

Lookman  Telephone  Company,  to  each  subscriber,  per  year  6  00 

Farmers  Telephone  Company,  to  each  subscriber,  per  year  5  00 

Maumee  Telephone  Company,  toll  char^ 10 

Citizens     Mntual     Telephone     Company  —  Free     switching 

service  and  no  toU  charge. 
Daniel    6.    Eddy    Telephone    Company  —  Free    switching 
service  and  no  toll  charge. 

That  it  prays  tlie  Commission  to  make  an  order  estab- 
lishing the  proposed  rates  and  charges,  or  such  rates  anJ 
charges  as  it  may  find  to  be  equitable  in  the  premises. 

Due  and  timely  notices  were  issued  and  served  upon  the 
utility  and  other  interested  persons,  that  the  matters  con- 
tained in  the  petition  would  be  heard  at  Cplumbas,  Indiana, 
December  19,  1918. 

Said  petition  came  on  for  hearing,  and  the  testimony 
disclosed  the  fact  that  said  telephone  company  is  operating 
its  plant  and  system  in  the  town  of  Christiansburg,  Brown 
County,  Indiana;  that  it  was  organized  with  a  capital  stock 
of  $2,000,  there  being  issued  and  sold,  100  shares  at  the 
par  value  of  $20.00  p6r  share,  and  that  the  present  value 
of  said  plant  and  system  is  approximately  $2,000. 

On  account  of  the  location  of  this  telephone  system,  the 
sparsely  located  subscribers  and  unimproved  highways, 
the  expense  of  operating  same  is  very  great,  and  it  is 
shown  that  the  rates  now  in  force  are  inadequate  and 
insufficient  properly  to  maintain  and  operate  said  tele- 
phone system. 

It  further  appears  that  the  total  operating  revenue  for 
the  year  191S  was  $227.40  and  the  operating  expense  for 
the  same  period  was  $273.31,  leaving  a  gross  income  of 
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$4.09,  which  provides  nothing  for  depreciation  or  retuni 
on  investment. 

Owing  to  the  bookkeeping  methods  of  said  telephone 
oonipany,  it  is  impossible  to  separate  tiie  various  items 
in  order  to  determine  what  is  a  reasonable  rate  to  operate 
and  maintain  said  plant  and  system. 

The  Commission  find.s,  in  accordance  with  its  previous 
rulings,  that  the  practice  of  tlie  Soutliside  Telephone  Com- 
pany of  charging  a  lower  rate  to  its  stockholders  than  to 
other  subscribers,  is  in  violation  of  Sections  112  and  113 
of  the  Public  Utility  Law,  which  provides  the  same  rato 
for  stockholders  and  other  subscribers,  and  a  rental  charge 
to  be  paid  by  the  telephone  company  to  any  subscriber 
who  owns  and  maintains  his  own  instrument,  such  rental 
to  be  deducted  from  the  bill  of  such  subscriber. 

It  (';>■,  therefore,  ordered  by  the  Public  Service  Coniniis- 
sion  of  Indiana,  That  the  Southside  Telephone  Company 
of  Christiansburg,  Brown  County,  Indiana,  is  hereby  and 
herein  authorized  to  file  with  the  Commission,  tlie  follow- 
ing scliedue  of  rates,  tolls  and  charges : 

All  subscribers,  per  month $0  7.t 

Bental    chan^    to    be    paid    any    subscriber    owning    and 

maintaining  his  own  instrument,  per  month 33  1/3 

Swilchiiig  and  Toll  Service: 

Lockman  Telephone  Companj-,  to  each  subscriber,  per 

year .^50 

Farmers  Telejihone  Company,   to  each   sabscriber,   per 

year 3  50 

Maumce   Tflephone   Company,    to  each  subscriber,   loll 

charge 10 

Daniel  B.  Eddy  Telephone  Company Free  service 

Citizens  Mutual  Telephone  Company Free  service 

It  is  further  ordered,  That  said  Southside  Telephoue 
Company  file  with  the  Conmiission  on  or  before  March  1, 
1919,  said  schedule  of  rates,  tolls  and  charges,  the  same  to 
be  effective  as  of  said  date  and  thereafter  or  until  further 
order  of  this  Commission. 
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It  is  further  ordered,  That  that  part  of  petitioner's 
prayer,  providing  for  a  charge  of  $5.00  per  year  for  switch- 
ing service  to  the  Lookman  Telephone  Company  and  the 
Fanners  Telephone  Company,  is  liereby  and  herein  denied. 

January  21,  1919. 


In  re  Appi-icatiok  oI''  the  Lafayette  Telephone  Company 
AND  Becefvebs,  Central  Union  Telephone  Company 
FOB  Approval  of  Pubchase  and  Sale  of  Certatx  Toll 
Lises. 

No.  4345. 

Decided  January  22,  1919. 

Sale  of  Toll  UneB  Eegoltinc  in  TTniflcation  of  Senice  AatLorixed  — 
Sale   Price   Held   Not   to  BepresNit  Fair   Value    for   Bate- 
Making  Purposes  —  Ezistins  Toll  Contracts  Not  to 
be  Affected  oi  Impaired  b7  Sale. 

On  June  21,  1018,  the  Conunisaion  authorized  the  sale  by  the  Receivers 
of  the  Central  Union  Telephone  Company  of  their  Lafayette  local  esi-hange 
property  to  the  Lafayette  Telephone  Company,  This  resulted  in  a  unifi- 
cation of  the  loeal  telephone  service  in  tlie  city  of  Lafayette,  but  there- 
after both  the  Lafayette  company  and  the  Receivers  operated  toll  lines 
running  out  of  Lafayette  which  resulted  in  unsatisfactory'  toll  service. 
Therefore,  the  Lafayette  Telephone  Company  sought  authority  to  sell  all 
of  its  toll  lines  to  the  Receivers  for  $7,844. 

Held:  That  the  proposed  sale  would  result  in  the  unification  of  toll 
service  at  Lafayette  which  would  be  of  convenience  and  benefit  to  the  city, 
and  authority  should  be  granted  to  the  companies  to  complete  the  sale 
in  accordance  with  the  hill  of  sale  submitted  to  the  Commission; 

That  the  sum  of  $7,844  while  representing  a  reasonable  value  of  the 
property  sold  for  such  purposes  should  not  be  accepted  for  rate-making 
purposes  ns  the  Commission  had  made  no  appraisal  of  this  property; 

That  nothing  in  the  sale  or  order  should  in  any  wise  affect  or  impair 
any  existing  toll  or  long  distance  contracts  between  any  connecting 
companies; 

That  the  Lafayette  Telephone  Company  should  deliver  to  the  trustees 
for  the  bondholders  of  said  company  an  indemnifying  bond  satisfactorj- 
to  said  trustees,  indemnifying  the  bondholders  against  any  loss  by  reason 
of  the  sale  of  the  property. 
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Opinion  akd  Order. 
The  petition  herein  is  as  follows: 

"  Comes  now  the  Lafayette  Telephone  Company  of  the  city  of 
Lafnyette,  Indiana,  an  Indiana  eorporation: 

And  eonie  also  David  R.  Forgan,  Ed^r  S.  Bloom,  Frank  F,  Fowle,  and 
Edward  H.  Schmidt,  and  respectfully  show  to,  the  Commisuon  that  tbey 
were  duly  appointed  Receivers  of  the  Central  Union  Telephone  Company 
for  the  State  o£  Indiana  by  orders  of  the  Superior  Court  of  Marion 
County,  Indiana,  entered  Februar>-  2,  1914,  and  January  30,  1918,  in  a 
Knit  pending  in  said  court,  entitled,  Willutm  A.  Read,  «t  al.  v.  Central 
Union  TeUphone  Company  et  al.,  said  cause  being  No.  93684  in  the 
records  of  said  court,  which  appointments  were  made  following  an  order 
entered  January  31,  1914,  by  the  Superior  Court  of  Cook  County, 
lUioois,  in  a. suit  between  the  same  parties,  pending  in  said  court,  making 
a  general  appointment  of  Receivers  for  said  Central  Union  Telephone 
Company  for  the  States  of  Illinois,  Indiana  and  Ohio,  Said  Receivers 
are  now  duly  qualified  and  are  acting  as  such  Receivers  for  the  property 
and  business  of  said  company. 

And  Sfud  parties  now  present  thb,  their  joint  petition,  and  respect- 
fully show  to  the  Commission  as  follows: 

1.  That  the  Lafayette  Telephone  Company  has  agreed  to  sell,  and  said 
Receivers  have  agreed  to  purchase,  certain  toll  lines  and  toll  circuits  and 
other  personal  property  and  apparatus  used  in  oonuecticm  therewith, 
DOW  owned  by  said  Lafayette  Telephone  Company  and  located  at  said 
city  of  Lafayette,  and  in  the  vieioity  thereof,  all  of  which  property  is 
more  particularly  described  in  a  bill  o£  sale  therefor,  a  copy  of  which 
bill  of  sale  is  filed  herewith,  marked  Exhibit  A. 

2.  That  the  sale  of  said  property  has  beea  authoriied  by  a  resolution 
adopted  by  the  directors  and  stockholders  of  said  Lafayette  Telephone 
Company,  the  holders  of  more  than  three-fourtlu  of  the  outstanding 
capital  stock  of  said  corporation  having  consented  thereto. 

3.  That  the  consideration  agreed  upon  for  the  transfer  of  said  prop- 
erty, to-wit,  $7,944,  represents  the  fair  and  reasonable  value  thereof, 
and  that  the  sale  and  transfer  of  the  same  as  provided  by  said  bill  of  sale 
wilt  be  for  the  best  interests  of  the  parties  and  of  the  patrons  of  said 
petitioners  at  said  city  of  Lafayette  and  in  the  vicinity  thereof. 

Wherefore,  the  parties  respectfully  pray  that  an  order  be  entered  by 
the  Commission,  approving  the  sale,  conveyance  and  transfer  of  said 
property  at  said  city  of  Lafayette,  Indiana,  and  vicinity,  and  authoriEing 
the  completion  thereof  in  accordance  with  the  terms  of  said  bill  of  sale, 
and  further  authorizing  the  payment  of  the  agreed  consideration  for  the 
transfer  of  said  property,  to-wit,  $7,844  in  cash,  and  granting  such  other 
and  additional  authority  in  the  premises  as  to  the  Commission  shall  seem 
just  and  proper."     (Signatures  omitted.) 
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After  due  notice  to  the  oflScials,  commercial  organiza- 
tions and  newspapers  of  the  eity  of  Lafayette,  the  case 
was  heard  at  the  rooms  of  the  Commission,  State  Honse, 
Indianapolis,  on  the  twentieth  day  of  January,  1919. 

The  Commission,  on  Jnne  21,  1918,  in  Case  No.  3874, 
authorized  the  sale  of  the  local  exchange  property  of  the 
Central  Union  Telephone  Company  at  Lafayette  to  the 
Lafayette  Telephone  Company,  resulting  in  a  unification 
of  a  local  telephone  service  in  said  city. 

The  Lafayette  Telephone  Company  at  that  time  retained 
the  ownership  and  operation  of  a  number  of  toU  lines 
running  out  of  Lafayette.  The  Central  Union  Telephone 
Company  likewise  operated  toll  lines  out  of  Lafayette. 
This  situation  resulted  in  an  unsatisfactory  toU  service 
in  said  city.  A  person  putting  in  a  long  distance  call,  and 
later  seeking  to  secure  a  report  on  such  call,  would  have 
difficulty  in  determining  from  which  exchange  said  call 
■was  being  handled,  and  very  unsatisfactory  conditions 
prevailed. 

In  this  petition  the  Lafayette  Telephone  Company  seeks 
authority  to  sell  all  of  its  toU  lines  to  the  Keceiv.ers,  Cen- 
tral Union  Telephone  Company,  for  a  consideration  of 
$7,844. 

This  sale  will  result  in  a  unification  of  toll  service  at 
Lafayette,  which  will  be  of  convenience  and  benefit  to  said 
city. 

The  Commission,  having  heard  the  evidence  and  being 
well  advised  in  the  premises,  finds  that  the  sale,  convey- 
ance and  transfer  of  the  toll  property,  hereinafter  set  out, 
l>y  the  Lafayette  Telephone  Company  to  the  Receivers, 
Central  Union  Telephone  Company,  should  be  approved; 
that  authority  should  be  granted  to  complete  said  sale 
in  accordance  with  the  bill  of  sale  embodied  in  the  appended 
Order. 

The  Commission  further  finds  that  said  sum  of  $7,844, 
while  representing  the  reasonable  value  of  the  property 
sold,  for  sale  purposes,  is  not  accepted  for  rate-making 
purposes.    The  Commission  has  made  no  appraisal  of  this 
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property,  and  said  value  of.  $7,844  is  not  fixed  or  deter- 
mined as  being  the  reasonable  value  of  said  property  for 
rate-making  purposes. 

Tlie  Commission  further  finds  that  nothing  in  this  sale 
or  order  sliould,  in  any  wise,  affect  or  impair  any  existing 
toll  or  long  distance  contracts  between  any  coraieoting  com- 
panies, and  that  the  contracts  and  status  of  all  companies 
affected  by  these  proceedings  should  not  be  impaired. 

The  Commission  further  finds  that  the  Lafayette  Tele- 
])hone  Company  should  deliver  to  the  trustee  for  the  bond- 
holders of  said  company  an  indemnifying  bond,  satisfac- 
tory to  said  trustee,  indemnifying  the  bondholders  against 
any  loss,  by  reason  of  the  sale  of  the  property  herein 
described. 

It  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana,  That  the  following  bill  of  sale  be,  and 
the  same  is  hereby,  approved." 

It  is  further  ordered  by  the  Public  Service  Commission 
of  Indiana,  That  the  sale  of  the  property  above  described 
by  the  Lafayette  Telephone  Company  to  Receivers.  Cen- 
tral Union  Telephone  Company,  be,  and  the  same  is  hereby, 
authorized  and  approved,  and  authority  is  hereby  given 
to  complete  said  sale  and  to  do  and  perform  such  other 
things  as  are  properly  necessary  in  the  consummation  of 
such  transaction. 

It  is  further  ordered,  That  nothing  in  the  sale  hereby 
nuthorized,  or  in  this  order,  shall,  in  any  manner,  affect 
any  existing  toll  or  long  distance  contracts,  but  that  the 
rights  of  all  companies  hereby  affected  shall  remain 
tniimpaired. 

It  is  further  ordered,  That  the  Lafayette  Telephone  Com- 
pany, before  the  alienation  of  the  property-  herein  sold, 
shall  deliver  to  the  trustee  for  the  bondholders  of  the 


"  Bill  of  sale  oniittrd.  It  conveys  physical  property  only,  exclu^ve  of 
fr&nehise,  license,  ordinance  or  resolution  rights,  and  provides  that  use 
or  occnpaney  of  poles  and  pole  lines  not  sold  shall  b«  covered  by  a 
separate  agreement,  or  standard  form  of  pole  liceaise. 
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Lafayette  Telephone  Company  an  indemnifying  bond,  satis- 
factory  to   said   trustee,   indemnifying  said  bondholders 
against  any  loss  occurring  by  reason  of  the  sale  of  the 
property  herein  authorized  to  be  sold. 
January  22,  1919. 


fn  re  Installation  and  Moving  Charges  Prbsceibed  bv 
Postmaster  General. 

No.  4421. 

Decided  March  3,  1919.' 

InsUUatioa  and  Koviag  Otaarges  and  Toll  Rates  Prescribed  by  Ordere 
No.  2362  and  No.  2495  of  the  Postmaster  Oeneral,  Disapproved 
—  Beparation  of  Honeys  Collected  Thereimder  Ordered 
—  Approval  of  Installation  and  UoTing  Charges 
Prescribed   In   Order   No.    1931    of   Post- 
master Oeneral,  Bescinded. 

Opinion  and  Order. 

Acting  under  the  Presidential  authority  granted  by 
Congress  under  a  joint  resolution  of  July  16,  1918,  Albert 
S.  Burleson,  Postmaster  General  of  the  United  States,  on 
August  28,  1918,  issued  Order  No.  1931t,  which  fixed  cer- 
tain charges  for  the  installation  and  moving  of  telephones. 

The  country'  was  then  at  war  and  there  was  a  paramount 
necessity  for  the  conservation  of  labor  and  material,  and 
for  unquestioning  cooperation  by  the  various  state  authori- 
ties with  the  Federal  Government  in  all  things  which  would 
contribute  to  the  winning  of  the  war. 

The  Public  Service  Commission  of  Indiana,  desiring  to 
render  effectual  cooperation  in  the  prosecution  of  the  war, 
issued  its  order  No.  42331,  which  ordered  the  installation 
and  moving  charge,  initiated  by  the  Postmaster  General 
under  his  Order  No.  1981",  automatically  filed  as  a  part 

*  The  Postmaster  Qencral  has  applied  to  the  United  States  District 
Court  for  an  injunction  restraining  the  Commission  from  enforcing  the 
temiB  of  this  order. 

t  See  Commission  Leaflet  No.  86,  p.  525,  for  copy  of  same. 

t  See  Commission  LeHflet  N'o.  85,  p.  378. 
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of  the  telephone  rate  schedules  of  all  compaiiias  operating 
in  the  State  of  Indiana,  thereby  legalizing  such  rates. 

Witli  the  cessation  of  hostilities  on  November  11,  1918, 
and  the  virtual  ending  of  the  war,  the  necessity  for  eon- 
serving  labor  and  material  was  no  longer  impelling,  there 
was  no  longer  sufficient  justification  for  the  enforcement 
of  arbitrary  rates  fixed  by  the  Postmaster  General  purely 
for  war  purposes.  On  November  18,  1918,  the  Postmaster 
General  issued  Order  No.  2352  modifying  Order  No.  1931, 
and  fixed  new  and  different  installation  and  moving 
charges.  Such  rates  have  since  been  enforced  by  the  vari- 
ous telephone  companies  of  the  State.  Such  rates  pro- 
vided by  Burleeon's  Order  No.  2352  have  not  been  sub- 
mitted to  the  Commission  for  approval  as  required  by 
Section  45  of  the  Shively-Spencer  Public  Utility  Act,  nor 
are  they  on  file  with  the  Commission  as  required  by  Section 
47  of  the  SMvely-Speneer  Public  Utility  Act.  Therefore, 
tliey  were  illegal  ab  initio  and  are  now  ill^al.  The  Com- 
mission finds  tliat  the  collection  of  all  charges  for  installa- 
tion and  moving  of  telephones  or  other  charges,  based  on 
the  rates  sought  to  be  initiated  by  the  Pbstmaster  General 
in  his  Order  No.  2352,  was  and  is  illegal,  that  the  collection 
thereof  should  be  discontinued  immediately,  and  that  all 
telephone  companies  in  Indiana  should  make  fuU  repara- 
tion of  all  monies  collected  under  said  Order  No.  2352  pro- 
posed to  become  effective  December  1,  1918. 

The  Commission  further  finds  that  the  toll  and  other 
j-ates  provided  in  Postmaster  General  Burleson's  Order 
No.  2495',  effective  January  21,  1919,  were  and  are  illegal 


"  On  January  18,  1919,  the  United  States  District  Court  issued  a  * 
temporary  restraining  order  against  the  American  Telephone  and  Tele- 
graph Company,  Indianapolis  Telephone  Company  and  Beeeivets,  Cen- 
tral Union  Telephone  Company,  restraining  SEud  companies  from  pntidn^ 
into  effect  as  to  intrastate  messages  the  loll  rates  prescnbed  in  Order 
No.  2496  of  tlie  Postmaster  General  nntil  the  petition  for  a  preliminary 
injunction  might  be  heard.  On  January  28,  1919,  upon  hearing,  the 
temporary  restraining  order  was  dissolved  and  the  bill  of  the  Public 
Service  Commission  was  dismissed.     On  Februarj'  21,  1919,  the  Circuit 
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and  unenforceable,  for  the  reason  that  said  rates  were 
new  and  different  rates  than  those  provided  in  the  sched- 
ules of  each  and  all  the  telephone  companies  doing  busi- 
ness in  Indiana  on  file  with  the  Public  Service  Commis^on 
of  Indiana,  and  were  not  submitted  to  the  Commission  for 
approval,  but  were  arbitrarily  ordered  by  the  Postmaster 
General.  The  Conunission  finds,  therefore,  that  all  monies 
collected  under  said  rates  in  excess  or  less  than  rates  on 
file,  were  illegally  collected,  and  that  full  and  complete 
reparation  and  adjustment  should  be  made  by  all  of  the 
telephone  companies  doing  business  in  the  State  of  Indiana 
^rith  subecribers  or  persons  who  have  paid  said  rates. 

/(  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana,  That  the  order  of  this  Commission  in 
Cause  No.  4233",  and  the  entire  action  by  the  Commission 
therein,  be,  and  the  same  is  hereby,  rescinded,  set  aside, 
and  held  for  naught. 

It  is  further  ordered,  That  the  secretary  of  the  Commis- 
sion be,  and  he  is  hereby,  directed  to  notify  all  telephone 
companies  doing  'business  in  the  State  of  Indiana,  that 
each  and  all  of  the  rates  provided  in  Order  No.  2352  and 
Order  No.  2495t  of  the  Postmaster  General  were  and  are 
illegal  and  unenforceable,  and  that  the  collection  thereof 
should  be  discontinued  immediately. 

/(  is  further  ordered,  That  the  secretary  of  the  Conmiis- 
sion  be,  and  he  is  hereby,  directed  to  notify  all  telephone 
companies  doing  business  in  the  State  of  Indiana,  that  all 
rates  provided  in  Postmaster  General  Burleson's  Order 
No.  2352  and  Order  No.  2495t,  were  illegal  ab  initio,  and 
are  now  illegal,  that  the  eoUeetion  of  said  rat^s  in  excess 


Court  of  Haiioa  Cotrnty  issued  a  temporary  restraining  order  against 
the  Receiver^  Central  Union  Telephone  Company,  restraining  tbeni  from 
potting  into  effect  as  to  intrastate  messages  the  toll  rates  prescribed  in 
Order  No.  2495  of  the  Postmaster  General,  and  on  the  same  date  a  similar 
order  was  entered  against  the  Indianapolis  Telephone  Company. 

*  See  Commission  Leaflet  No.  85,  p.  378. 

1  See  infra,  p.  1296,  for  terms  of  this  order. 
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of  or  less  than  rates  on  file  with  the  CommiBsion  is  a  viola^ 
lion  of  law,  and  that  all  companies  should  make  full  and 
complete  reparation  of  all  excess  charges  and  adjustments 
of  ^1  collections  and  charges  made  under  each  and  all  of  I 

said  rates. 

It  is  further  ordered,  That  the  secretary  of  the  Commis- 
sion be,  and  he  is  hereby,  directed  to  call  attention  of  all 
telephone  companies  doing  business  in  the  State  of  Indiana, 
to  the  following  provision  of  Section  118  of  the  Shively-  ' 

Spencer  Public  Utility  Act:  I 

"  If  Bnj'  public  utility  shall  violate  any  provision  of  this  Act,  •  •  • 
shall  fail,  neglect  or  refuse  to  obey  any  lawful  requirement  or  order  made  | 

by  the  Commission    •     •     '     for  every  such  violation,  failure  or  refusal.  I 

sucb  public  utility  shall  forfeit  and  pay  into  the  treasury  a  sum  not  less 
than  $100  nor  more  than  $1,000,  for  each  such  offense.    ■    •    •  "  j 

March  3. 1919.  | 

I 
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KANSAS. 

Public  Utilities  Commission. 

Jn  re  Application  of  The  Walnut  Telephone  Company 
FOR  Authority  to  Increase  Bates. 

Docket  No.  2322. 

Decided  -February  8,  1919. 

Increftse  in  Bates  Antborind  in  View  of  Incieased  Operating  and 

Haintenance  Expensaa — Furtker  Increaae  Authorized   Upon 

EBtablshntent  of  Oontinnons  Berrice. 

Ukdee. 

On  the  fifth  day  ot'  February,  1919,  the  matter  of  the 
appIicatioH  of  The  Walnut  Telephone  Company  for  per- 
misijion  to  make  certain  changes  in  its  rates  for  telephone 
service  at  Walnut,  Kansas,  came  on  for  hearing  at  Pitts- 
burg, Kansas,  due  notice  ha\'ang  been  given  of  said  hearing ; 
and  upon  the  taking  of  the  testimony,  the  matter  was  taken 
under  advisemfent. 

And  now  on  this  eighth  day  of  February,  1919,  this 
matter  comes  duly  on  for  order ;  and  upon  consideration  of 
said  application  and  the  evidence  introduced  thereunder, 
and  being  duJy  advised  in  the  premises,  tlie  Commission 
finds  that,  owing  to  increased  operating  and  maintenance 
expenses,  the  petitioner,  in  order  to  be  enabled  to  furnish 
reasonably  efficient  and  sufficient  service,  should  be  author- 
ized and  permitted  to  file  an  amended  schedule  of  rates 
as  hereinafter  provided  for. 

/(  is,  therefore,  by  the  Comtnission  ordered,  That  The 
Walnut  Telephone  Company  be,  and  it  is  hereby,  author- 
ized and  permitted  to  file  an  amended  schedule  of  rates, 
effective  on  and  after  March  1,  1919,  providing  charges 

.1299 
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Ilnd. 
of  or  less  than  rates  on  file  with  the  Commission  is  a.  viola- 
tion of  law,  and  that  all  companies  should  make  ful!  and 
complete  reparation  of  all  excess  charges  and  adjustments 
of  all  collections  and  charges  made  under  each  and  all  oi 
said  rates. 

It  is  further  ordered,  That  the  secretary  of  the  Commis- 
sion be,  and  he  is  hereby,  directed  to  call  attention  of  all 
telephone  conipaniee  doing  business  in  the  State  of  Indiana, 
to  the  follo\\ing  provision  of  Section  118  of  the  Shively- 
Spencer  Public  Utility  Act: 

"  If  any  public  utility  shall  violate  any  provision  of  this  Act,  •  •  * 
shall  fail,  neglect  or  refuse  to  obey  any  lawful  requirement  or  order  made 
by  the  Conuniesion  '  '  "  for  every  such  violation,  failore  or  refusal, 
such  public  utility  shall  forfeit  and  pay  into  the  treasury  a  sum  not  less 
than  $100  nor  more  than  $1,000,  for  eaeh  such  offense.    •    •     •  " 

March  3.  1919. 
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KANSAS. 

Public  Utilities  Oommission. 

hi  re  Application  of  The  Walnut  Telephone  Company 
FOR  Authority  to  Incheask  Rates. 

Docket  No.  2322. 

Bedded  -Febntary  8,  1919. 

Increase  in  Bates  Authorized  in  View  of  Increased  Operating  and 

Haintenance.  Expenses — Further  Increaae  Authorized  Upon 

Estabiahment  of  Oontinnoae  Service. 

Okdeb. 

Oil  the  fit'tli  day  ol'  IVbruary,  1919,  the  matter  of  the 
application  of  The  Walnut  Telephone  Company  for  per- 
mission to  make  certain  changes  in  its  rates  for  telephone 
service  at  Walnut,  Kansas,  came  on  for  hearing  at  Pitts- 
burg, Kansas,  due  notice  liaving  been  given  of  said  hearing ; 
and  upon  the  taking  of  the  testimony,  the  matter  was  taken 
under  adviseinfent. 

And  now  on  tliis  eighth  day  of  February,  1919,  this 
matter  comes  duly  on  for  order ;  and  upon  consideration  of 
s-aid  application  and  the  evidence  introduced  thereunder, 
and  being  duly  advised  in  the  premises,  the  Commission 
finds  that,  owing  to  increased  operating  and  maintenance 
expenses,  the  petitioner,  in  order  to  be  enabled  to  furnish 
reasonably  efficient  and  sufficient  service,  should  be  author- 
ized and  permitted  to  file  an  amended  schedule  of  rates 
as  hereinafter  provided  for. 

It  is,  therefore,  by  the  Commission  ordered,  That  The 
Walnut  Telephone  Company  be,  and  it  is  hereby,  author- 
ized and  pennitted  to  file  an  amended  schedule  of  rates, 
effective  on  and  after  March  1,  1919,  providing  charges 

.1299 
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for  various  classes  of   service   furnished  by   it  at  and 
tliroupli  i'ts  exchange  at  Walnut,  Kansas,  as  follows,  to-wit: 

Per  Month 

Individual  Hue  business  telephone,  metnllic  circuit $1  75 

Individual  line  residence  telephone 1  25 

Party  line  residence  telephone 1  00 

■Desk  sets,  extra,  business  and  residence 25 

Extension  sets,  extra,  business 75 

Extension)  sets,  extra,  residence M 

It  is  further  by  the  Commission  considered  <md  ordered, 
That  the  petitioner  be,  and  it  is  hereby,  authorized  ami 
])orraitted  to  prepare  and  file  for  the  approval  of  the  Com- 
mission such  eolleetion  rules  as  it  may  dewn  necessary  for 
the  proper  conduct  of  its  business. 

February  8,  1919. 

SUPPLEMENIAKY    OrDEB. 

On  this  tliird  day  of  March,  1919,  the  matter  of  the 
application  of  The  AValnut  Telephone  Company  for  a  modi- 
fication of  the  order  heretofore  made  herein  by  the  Com- 
mission on  the  eighth  day  of  February,  1919,  insofar  as 
to  permit  a  charge  of  $2.00  per  telephone,  per  month,  for 
metallic  circuit  individual  line  business  service,  and  it 
appearing  that  petitioner  is  desirous  of  installing  continu- 
ous 24-hour  service  in  compliance  with  the  wishes  of  it^ 
subscribers,  which  service  will  materially  increase  operat- 
ing expenses;  and  the  Commission,  being  fully  informed 
in  the  premises,  finds  that  tlie  prayer  of  petitioner  should 
1«  granted. 

It  is,  therefore,  by  the  Commission  ordered.  That  The 
Walnut  Telephone  Company  be,  and  it  is  hereby,  author- 
ized and  permitted  to  file  an  amended  schedule  of  rate.' 
effective  upon  the  installation  of  a  24-hour  cootinuoiu' 
service,  providing  a  charge  of  $2.00  per  telephone,  per 
month,  for  metallic  circuit  indi\idual  line  business  serrice. 

March  3,  1919. 
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Railroad  Commission. 

IjLoyd  a.  Cartwkight  et  al.  v.  Michigan  State  Telephone 
Company  and  Valley  Home  Telephone  Company. 

T-211. 

Decided  JaiHtary  b'l,  1919. 

Sstftblishmflnt '  of   Physical   OoniMctioiL   for   Toll   Berrlca   Ordered  — 
Oonditi<mfl  Fixed. 

Opinion  and  Order. 
Complaint  having  been  made  to  the  Conmiission  by 
Lloyd  A.  Cartwright  and  other  citizens  and  telephone  sub- 
scribers of  Mayville,  asking  that  physical  connection  be 
made  between  the  toll  lines  of  the  Michigan  State  Tele- 
phone Company  and  the  exchange  lines  of  the  Valley  Home 
Telephone  Company  at  MajTille,  Michigan,  and  a  hearing 
liaving  been  had  thereon  at  which  the  complainants  and 
said  telephone  companies  were  represented,  and  It  having 
been  made  to  appear  to  the  Commission : 

That  such  physical  connection  can  reasonably  be  made 
between  the  lines  of  said  companies  at  Mayville ;  that  such 
connection  will  form  a  continuous  line  of  communication 
and  that  public  convenience  and  necessity  will  be  subserved 
thcfreby ; 

That  the  said  Michigan  State  Telephone  Company  does 
not  now  have  or  operate  any  exchange  at  Mayville  and  that 
the  services  of  the  Valley  Home  Telephone  Company's 
exchange  only  will  be  employed  in  the  originating  and 
delivering  of  toll  messages  at  Mayville  employing  snch 
ph\-sical  connection ; 

That  the  cost  of  making  such  physical  connection  is 
nominal  only; 

1301 
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Therefore,  in  pursuance  of  the  statute  of  the  State  of 
Michigan  aiid  the  authority  vested  in  the  Commission, 
It  is  lu-rehy  ordered, 

1.  That  the  one  or  more  of  the  local  toll  lin^  of  the 
Michigan  State  Telephone  Company  now  in  or  adjacent 
to  Mayville  be  physicaUy  connected  with  the  exchange  lines 
of  the  V^alley  Home  Teleplione  Company  at  MajTilk  hy 
connecting  said  toll  lines  witli  the  exchange  switchboarti 
of  the  Valley  Home  Telephone  Company. 

2.  That  such  physical  connection  be  made  and  put  into 
opeiration  witiiin  thirtj'  days  from  the  date  of  tliis  order  by 
and  at  the  expense  of  tlie  Valley  Home  Telephone  Com- 
pany aeeording  to  plans  submitted  to  and  approved  by  tlio 
Michigan  State  Telephone  Company. 

3.  That  the  Valley  Home  Telephone  Company  shall  have 
and  retain  25  pei'  cent,  of  all  toll  message  charges  for  mes- 
sages originating  at  the  exchange  of  the  Valley  Home  Tele- 
phone Company  at  Mayville  and  passing  over  the  toll  lines 

,  of  the  Michigan  StateTelephone  Company  not  exceeding  10 
cents  on  any  one  message,  as  its  compensation  for  its  serv- 
ice and  the  use  of  its  facilities  in  originating  and  delivering 
messages  passing  over  the  toll  lines  of  the  Michigan  State 
Telephone  Company  when  originating  or  terminating  at 
Mayville  and  performing  all  services  required  of  it  under 
the  terms  of  this  order. 

4.  The  i>eTson  originating  a  toll  message  shall  have  tht 
right  to  determine  the  routing  of  such  message  where  the 
toll  lines  or  facilities  of  both  companies  are  available. 

5.  The  coimection  established  hereunder  shall  be  used 
for  messages  originating  in  or  terminating  in  the  Mayiille 
exchange,  and  for  no  other  messages. 

6.  Within  fifteen  days  after  the  expiration  of  eacii 
calendar  month,  Uie  Valley  Home  Telephone  Company 
shall  collect  and  pay  over  to  the  Michigan  State  Telephone 
Company  all  toll  message  charges  lesE  the  commissiou 
herein  specified  for  messages  originating  in  said  MajTille 
exchange    and    transmitttKl    over    the    toll    lines    of    tli-' 


DigilizcdbyGOOglc 


L.  A.  Cartwricht  et  al.  v.  Mich.  State  T.  Co.  et  al.  1303 
,,  88] 
^Michigan  State  Telephone  Company  by  means  of  such  con- 
nection. Any  message  upon  which  the  charge  is  reversed 
shall  be  deemed  to  liave  originated  at  the  point  where  it 
actually  tenninates. 

7.  At  all  reasonable  times  the  Michigan  Ste-te  Telephone 
Company  shall  have  access  to  said  Mayville  exchange  for 
the  purpose  of  inspecting  the  lines,  apparatus  and  other 
]>roi)ert>^  used  in  transmitting  messages  over  the  Michigan 
State  Teleplione  Company  toll  lines,  and  of  inspecting 
the  records  of  all  transactions  involving  the  use  of  such  toU 
lines.  Proper  records  of  all  such  transactions  shall  be 
kept  by  the  Valley  Home  Telephone  Company. 

8.  In  the  handling  of  toll  message  transmitted  by  means 
of  such  connection  over  the  toll  lines  of  the  Michigan  State 
Telephone  Company,  the  Valley  Home  Telephone  Company 
sliall  observe,  and  require  its  subscribers  and  otlier  patrons 
to  observe,  tlie  regular  and  usual  operating  rules  and 
mt*thods  prescribed  and  observed  by  the  Michigan  State 
Teleplione  Company  in  the  operation  of  its  toll  lines. 

Dated  at  Lansing,  Michigan,  January-  31,  1919. 
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MINNESOTA. 
Railroad  and  Warehouse  Commissioii. 

In  re  Appucation  of  City  and  Farmers  Telephone  Coji- 

PANY  FOR  Authority  to  Increase  Rates. 

Decided  February  7,  1919. 

OlasBification  of  Rfttei  u  Betwoen  BiuiiwsB  ind  Besidsnce  «nd  Indi- 
ridual  and  Fartf  Une  SerricM  Authorised. 

Opinion  and  Order. 

Pursuant  to  notice,  hearing  in  the  above  matter  was  helti 
at  the  village  hall,  Rushford,  Minnesota,  June  25,  1918. 

The  City  and  Farmers  Telephone  Compaiiy  is  a  eorpora- 
tion,  organized  in  1908.  It  operates  a  local  telephone 
exchange  at  Rushford,  Minnesota,  serving  208  village  sub- 
scribers, and  performs  switching  service  for  401  rural  sta- 
tions on  22  rural  circuits. 

The  present  rates  of  the  company  are  as  follows : 

Per  Month 

Individual   line  business 91  00 

Two-party  line  business 1  00 

Individual   line  residence 1  00 

Two-party  line  residence I  00 

Extension  telephones  50 

Rural  swJtebing 15 

Prior  to  April  1,  1918,  the  stoekhtdders  in  the  company 
who  Avere  subscribers  received  residence  telephone  servict' 
at  50  cents  per  month,  and  business  telephone  service  at 
75  cents  per  month.  Commencing  Apiil  1.  1918.  these 
lates  were  discontinued  and  the  rate  of  $1.00  per  month, 
which  was  the  rate  cliarged  to  non-stockholder&,  waa 
charged  to  all  subscribers  witlua  the  village.  The  present 
rates  are  discriminatory  in  that  the  same  rate  is  charged 
for  individual  and  two-party  line  service.     The  petitioner 
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seeks  authority  to  place  in  effect  the  following  schedule  of 
rates : 

Per  Month 

Individual   line  busine^ $1  25 

Individual  line  residence 1  00 

Two-party  line  residence 75 

Extension  tejepbobe 50 

Rural  Bwitehing 20 

The  company  operates  a  magneto  exchange  and  its  out- 
side construction  is  what  would  be  termed  a  cable  plant. 

During  1915  the  company  constructed  a  one  and  one-half 
story  brick  building  to  be  used  as  its  telephone  office.  New 
central  office  equipment  was  installed  at  this  time.  The 
petitioner  has  furnished  an  inventory  and  valuation  ol; 
their  telephone  property,  together  with  exhibits  covering 
the  operating  revenues  and  expenses,  which  has  been 
checked  by  representatives  of  the  Commission." 

Upon  consideration  of  the  facts  in  this  caise,  the  Com- 
mission finds  that  the  rates  petitioned  for  are  fair  and 
reasonable  rates  and  will  not  yield  more  than  sufficient 
revenue  to  provide  for  the  nect'ssary  operating  expenses, 
depreciation,  and  a  fair  return  upon  the  investment 

It  is,  therefore,  ordered,  That  the  City  and  Farmers 
Telephone  Company  be,  and  the  same  is  hereby,  permittetl 
to  place  in  effect,  as  of  March  1, 1919,  the  following  schedule 
of  exchange  rates  for  local  telephone  service  and  rural 
S'witehing  service  at  Rushford,  Minnesota : 

Per  Month 

Individual   line  business $1  25 

Individual  line  residence 1  00 

Two-party   line  residence 75 

Extension  telephones   60 

Rural  switching 20 

Dated  at  St.  Paul,  Minnesota,  this  seventh  day  of  Feb- 
ruarj",  1919.* 

•  On  February  13,  1919,  in  Re  Wheaton  Telephone  Company,  the 
telephone  company  was  authorized  to  clnssify  its  rates  as  between  indi-. 
vidua!  and  party  line  service,  both  business  and  residence,  the  spread 
between  one-party  and  two-party  sen'ice  to  be  25  cents. 
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[M 
In  re  Application  of  Madelia  Telephone  Company  fob 
Authority  to  Increase  Rates. 

Decided  Febntary  10,  1919. 

IncTMse  in  Rates  Authorited  Snbaeqnent  to  Sabstltstlon  of  Oommon 
Battery  Syatem  for  Hsgneto  System. 

Opinion  and  Order. 

Pursuant  to  notici?,  hearing  in  the  above  matter  was  held 
at  the  Commercial  Club  rooms,  Madelia,  Minnesota,  ou 
June  II,  1918. 

The  Madelia  Telephone  Company  is  a  corporation,  organ- 
ized ill  1903.  It  operates  a  local  telephone  exchange  at 
Madelia,  Minnesota,  serving  314  city  stations,  256  rural 
stations,  and  performs  switching  service  for  40  rural  sta- 
tions. It  has  capital  stock  outstanding  amounting  to 
$17,950,  -which  is  owned  by  107  individuals,  all  of  whom  are 
residents  of  Madelia  and  vicinity. 

The  present  rates  of  the  company  are  as  follow-s : 

Per"  Montk 

Individual  line  business $2  25 

Individual   line  residence 1  2S 

Rural  multi-party  (corapanT  owned) 1  25 

Rural  switching,  net 25 

A  discount  of  26  cents  is  allowed  on  all  gross  rates  if  bill  is  paid  on 
or  before  the  tenth  day  of  the  month  in  which  the  service  is  rendered. 

The  petitioner  seeks  authority  to  place  in  effect  the 
following  schedule  of  rates: 

Per  MonA 
Gross 

Individual  line  business $2  75 

Individual  line  residence 1  75 

Rural  multi-party  (company  owned) 1  75 

A  discount  of  25  cents  per  month  to.  be  allowed  if  the  bill  is  paid  on  or 
before  the  tenth  day  of  the  month  in  which  the  service  is  rendered. 

During  1916  and  1917  the  company  praotically  reeon- 
strueted  its  entire  telephone  ex'cliange,  replacing  the  aerial 
wire  witli  aerial  cable,  and  converting  its  central  office  and 
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subscribers'  eqaipnienl  from  magneto  to  eoinmoii  battery 
at  a  cost  of  $6,659.07.  The  petitioner  presented  exhibits 
covering  the  cost  of  operation  of  tlie  plant,  together  with 
an  inventory  and  valuation  of  their  entire  property.  The 
records  of  tlie  company  have  been  checked  by  the  ConuniB- 
sion's  representatives. 

The  schedule  petitioned  for  provides  for  an  increase  of 
50  cents  per  telephone,  per  month.  Upon  consideration  of 
the  facts  in  the  case  the  Commission  finds  that  the  rates 
petitioned  for  are  unreaeonable,  but  that  an  increase  of  25 
cents  per  month,  per  telephone,  will  result  in  a  schedule  of 
rates  which  are  fair  aicd  reasonable,  and  which  will  yield 
sufficient  revenue  to  provide  for  the  necessary  operating 
expenses,  depreciation,  and  a  fair  return  upon  the 
investment 

It  is,  therefore,  ordered,  That  the  Madelia  Telephont- 
Company  be,  and  the  same  is  hereby,  permitted  to  place  in 
effect,  as  of  March  1,  1919,  the  following  schedule  of 
exchange  rates  for  local  telephone  service  at  Madelia, 
Minnesota: 

Per  Month' 
dross 

Individual  line  business $2  50 

Individual  line  residence 1  50 

Rural  multi-party    (company  owned) 1  50 

A  discount  of  25  cents  per  month  to  be  allowed  if  payment  is  made  on 
or  before  the  tenth  day  of  the  month  in  which  the  sendee  is  rendered. 

Dated  at  St.  Paul,  Minnesota,  this  tenth  day  of  February, 
391<). 


In  re  Applicatiox  of  the  Zenith  Telephone  Company  foii 
Permission  to  Increase  Rates. 

Decided  February  14,  1919. 

Increue   In  BiLsinssa  and  Kesldsnce   Bates  Authorized  —  Emergency 

Defined  and  Held  to  Exist. 

Applicant  made  an  emergency  application  claiming  that  it  was  in  need 

of  immediate  relief  in  order  to  carry  on  its  business,  and  that  the  financial 

crisis  was  due  to  the  abnormal  conditions  that  existed  during  the  past 
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[ 
of  or  less  than  rates  on  file  with  the  ConmiiBsion  is  a  viola^ 
tion  of  law,  and  that  all  companies  should  make  fnll  and 
complete  reparation  of  all  excess  charges  aaid  adjustments 
of  all  collections  and  charges  made  under  each  and  all  of 
said  rates. 

H  is  further  ordered,  That  the  secretary  of  the  Commis- 
sion be,  and  he  is  hereby,  directed  to  call  attention  of  all 
telephone  companies  doing  business  in  the  State  of  Indiana. 
10  the  following  provision  of  Section  118  of  the  Shively- 
Speneer  Public  Utility  Act: 

"  If  nny  public  utility  shall  violate  any  provision  of  this  Act,  •  •  • 
shall  fail,  n^lect  or  refuse  to  obey  any  lawful  requirement  or  order  made 
by  the  Commission  *  '  "  for  every  such  violation,  failure  or  refusal, 
such  public  utility  shall  forfeit  and  pay  into  the  treasury  a  sum  not  less 
than  $100  nor  more  than  $1,000,  for  each  such  offense.    •    •    •  " 

March  3. 1919. 
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KANSAS. 

Public  Utilities  CommisBion. 

Jn  re  Application  of  The  Walnut  Telephone  Company 
FOR  Authority  to  Increase  Rates. 

Doeket  No.  2322. 

Decided  February  8,  1919. 

Increwe  in  Bates  Authorized  in  View  of  Increased   Operating  and 

Ibinteiuuice  Expenses — rnrther   Increase  Antliorised   Upon 

Estabishment  of  Oontinnons  Service. 

Order. 

Oil  ttie  filth  day  oi'  February,  1919,  tlie  matter  of  the 
application  of  The  Walnut  Telephone  Company  for  per- 
mission to  make  certain  changes  in  its  rates  for  telephone 
service  at  Walnut,  Kansas,  came  on  for  hearing  at  Pitts- 
burg, Kansas,  due  notice  having  been  given  of  said  hearing ; 
and  upon  tlie  taking  of  tlie  testimwiy,  tlie  matter  was  taken 
under  advisement. 

And  now  on  tills  eighth  day  of  February,  1919,  this 
matter  comes  duly  on  for  order;  and  upon  consideration  of 
&.aid  application  and  the  evidence  introduced  thereunder, 
and  being  duly  advised  in  the  premises,  the  Commission 
finds  that,  owing  to  increased  operating  and  maintenance 
expenses,  the  p<-titioner,  in  order  to  be  enabled  to  furnish 
reasonably  efficient  and  sufficient  service,  should  be  author- 
ized and  permitted  to  file  an  amended  schedule  of  rate* 
as  hereinafter  provided  for. 

It  is,  therefore,  by  the  Commission  ordered.  That  The 
Walnut  Telephone  Company  be,  and  it  is  hereby,  author- 
ized and  permitted  to  file  an  amended  schedule  of  rates, 
effective  on  and  after  March  1,  1919,  providing  charges 
1299 
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I 
of  or  less  than  rates  on  file  with  the  CoimiUBsion  is  a  viola- 
tion of  law,  and  that  all  companies  should  make  full  and 
complete  reparation  of  all  excess  charges  and  adjustments 
of  all  collections  and  charges  made  under  each  and  all  oi 
said  rates. 

It  is  further  ordered,  That  the  secretary  of  the  Commis- 
sion be,  and  he  is  hereby,  directed  to  call  attention  of  all 
telephone  companies  doing  business  in  the  State  of  Indiana, 
to  the  following  provision  of  Section  118  of  the  SWvely- 
Spencer  Public  Utility  Act: 

"  If  Hny  public  utility  shall  violate  any  provision  of  this  Act,  ■  •  • 
shall  fail,  neglect  or  refuse  to  obey  any  lawful  requirement  or  order  nmde 
by  the  Commission  ■  ■  ■  for  every  such  violation,  failure  or  refuel, 
such  public  utility  shall  forfeit  and  pay  into  the  treasury  a  sum  not  less 
than  $100  nor  more  than  $1,000,  for  each  such  offense.    •    •    •  " 

March  3,  1919. 
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KANSAS. 

Public  Utilities  CommiBsion. 

In  re  Application  of  The  Walnitt  Telephone  Company 
FOR  Authority  to  Increase  Rates. 

Docket  No.  2322. 

Decided  February  8,  1.919. 

Increue  in   Bates  Authorized  in  View  of   Increased   Operating   and 

Haintenaace   Expenses — Fnither  Increase  Authorized  Upon 

Eatabishment  of  Oontinnoiis  Serrice. 

Order. 

On  the  fiftli  day  of  February,  1919,  the  matter  of  the 
application  of  The  Walnut  Telephone  Company  for  per- 
mission to  make  certain  changes  in  its  rates  for  telephone 
service  at  Walnut,  Kansas,  came  on  for  hearing  at  Pitts- 
burg, Kansas,  due  notice  having  been  given  of  said  hearing; 
and  upon  the  taking  of  the  testimony,  tlie  matter  was  taken 
under  advisement. 

And  now  on  this  eighth  day  of  February,  1919,  this 
matter  comes  duly  on  for  order ;  and  upon  consideration  of 
&aid  application  and  the  evidence  introduced  thereunder, 
and  being  duly  advised  in  the  premises,  the  Commission 
6nd8  that,  owing  to  increased  operating  and  maintenance 
expenses,  the  petitioner,  in  order  to  be  enabled  to  furnish 
reasonably  efficient  and  sufficient  serxnce,  should  be  author- 
ized and  permitted  to  file  an  amende<l  schedule  of  rates 
us  hereinafter  provided  for. 

It  is,  therefore,  by  the  Commission  ordered,  That  The 
Walnut  Telephone  Company  be,  and  it  is  hereby,  author- 
ized and  permitted  to  file  an  amended  schedule  of  rates, 
effective  on  and  after  March  1,  1919,  providing  charges 
1299 
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llnd, 

of  or  less  than  rates  on  file  with  the  CommiBsion  is  a  viola^ 
tion  of  law,  and  that  all  compenies  should  make  full  and 
complete  reparation  of  all  excess  charges  aaod  adjustments 
of  all  collections  and  charges  made  under  each  and  all  oi 
said  rates. 

It  is  further  ordered,  That  the  secretary  of  the  Commis- 
sion be,  and  he  is  hereby,  directed  to  call  attention  of  all 
telephone  companies  doing  business  in  the  State  of  Indiana, 
to  the  following  provision  of  Section  118  of  the  Shively- 
Spencer  Public  Utility  Act: 

"  If  Hny  public  ntility  shall  violate  any  provision  of  this  Act,  *  '  • 
Eholl  fail,  neglect  or  refuse  to  obey  any  lawful  requirement  or  order  mnde 
by  the  Commission  •  •  ■  for  every  such  violation,  failure  or  refusal, 
aueh  public  utility  shall  forfeit  and  pay  into  the  treasury  a  stun  not  less 
than  $100  nor  more  than  $1,000,  for  each  such  offense.    •    '    •  " 

March  3,  1919. 
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KANSAS. 
Public  Utilities  Oommission. 

In  re  Application  of  The  Walkxit  Telephone  Company 

FOR  AXTTHORITY  TO  I^'CKEASB   RaTES. 

Docket  No.  2322. 

Decided  -February  8,  1919. 

Increase  in  Sates  Authorized  in  View  of  Increased  OperatlnK  and 

Maintenance   Expenses — Fnrther  Increase  Authorized  Vpon 

Estabishment  of  Oontlnnons  Serrice. 


On  the  fiftli  day  of  February,  1919,  the  matter  of  the 
application  of  The  Walnut  Telephone  Company  for  per- 
mission to  make  certain  changes  in  its  rates  for  telephone 
service  at  Walnut,  Kansas,  came  on  for  hearing  at  Pitts- 
burg, Kansas,  due  notice  having  been  given  of  said  hearing ; 
and  upon  the  taking  of  the  testimmiy,  the  matter  was  taken 
under  advisement. 

And  now  on  tills  eighth  day  of  February,  1919,  this 
matter  eomes  duly  on  for  order ;  and  upon  consideration  of 
fcaid  application  and  the  evidence  introduced  thereunder, 
and  being  duly  advised  in  the  premises,  the  Conunission 
£nds  that,  owing  to  increased  operating  and  maintenance 
expenses,  the  pe-titioner,  in  order  to  be  enabled  to  furnish 
reasonably  efficient  and  sufficient  service,  sliould  be  author- 
ized and  permitted  to  file  an  amended  schedule  of  rates 
as  hereinafter  provided  for. 

It  is,  therefore,  by  the  Commission  ordered,  Tliat  The 
Walnut  Telephone  Company  be,  and  it  is  hereby,  author- 
ized and  permitted  to  file  an  amendeil  schedule  of  ratea, 
oflfeetive  on  and  after  March  1,  1919,  providing  charges 
.1299 
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not  kept  proper  records  of  its  construction  aiid  mainte- 
nance accounts,  it  having  been  found  that  a  large  number 
of  items  properly  chargeable  to  construction  have  been 
in  the  past  charged  to  operating  expenses..  Certain  adjust- 
ments of  their  records  bring  their  book  value  to  approxi- 
•  inately  $30,712.  The  company  furnished  an  incomplete 
inventory  and  valuation  of  the  property,  claiming  a  valuo 
of  $33,902. 

From  the  information  collected,  a  reconstruction  eosi 
new  value  of  tlie  property  will  probably  reach  the  claimed 
ftook  value  of  the  company,  but  such  a  value  depreciated  iii 
accordance  with  the  condition  of  the  plant  would  bring  tlie 
(lepreciated  or  present  value  much  lower  than  the  claimed 
lK)ok  value. 

Inspection  of  the  plant  shows  the  property  to  be  in  verj" 
poor  condition  and  tliat  a  very  low  standard  of  maintenance 
prevails.  Under  such  conditions  it  is  impossible  for  the 
company  to  furnish  good  telephone  ser\'ice. 

The  Commission  finds  that  the  rates  applied  for  would 
yield  an  excessive  return  on  the  value  of  tlie  property,  and 
ihat  under  the  present  coaidition  of  the  plant  the  present 
rates  are  all  that  the  company  can  expect. 

/(  is,  therefore,  ordered,  That  the  application  be  denied 
and  tlie  case  dismissed.  The  denial  of  this  application  does 
not  preclude  the  company's  making  application  for  an 
increase  in  rates  at  such  future  date  as  it  shall  have  placed 
its  plant  in  good  condition  and  shall  furnish  its  subscribers 
with  adequate  telephone  service. 

Dated  at  St.  Paul,  Minnesota,  this  seventeenth  day  of 
Februar>%  1919. 
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MISSOUEI. 
Public  Service  Commisgion. 

In  re  Applh^ation  of  Boonville  Telephone  Company  .fou 

Authority  to  Increase  Rates. 

Case  No.  1726. 

Decided  February  11,  1919. 

EgUblisluiant  of  Toll  lUtes  in  Lisa  of  Free  Intercliaiige  of  SerriM 
Authorised. 

The  Boonvilie  Telephone  Company  sought  to  estabhsh  a  toll  rate  o£  10 
cents  per  message  of  three  minntes  between  its  e.xchaDge  and  exchange 
points  in  Cooper  and  adjoining  counties,  sueh  service  having  heretofore 
been  furnished  free  of  ehai^e.  Several  of  the  applicant's  connecting  com- 
panies opposed  the  granting  of  the  reqnest. 

The  Conunission  found  that  the  applicant  had  heretofore  bad  net  annnal 
earnings  available  for  interest  and  reserve  for  depreciation  averaging 
about  9.3  per  cent,  on  an  investment  assumed  tentatively  to  be  $100,000; 
that  if  the  proposed  toll  charge  of  10  cents  for  the  first  three  minutes 
were  allowed,  the  estimated  annual  return  would  he  ini-reased  from  9.3 
per  cent,  to  13.4  per  cent. ;  that  the  showing  made  by  the  applicant  as  to 
the  value  of  its  plant  was  not  sufficient  to  warrant  an  increase  of  rates 
or  an  assessment  of  toll  rates  for  the  purpose  of  obtaining  increased 
revenues    although    ISy^    per    cent,    would    not,    per   se,    he    considered 


Held:  That  the  free  service  being  extended  by  the  applicant  was  con- 
trary to  both  the  letter  and  the  spirit  of  the  Public  Service  Commission 
Law; 

That  the  existing  contracts  for  free  service  between  exchanges  were 
not  binding  as  against  the  orders  of  the  Commission  where  such  contracts 
resulted  in  unreasonable  and  unduly  discriminatory  charges  for  service 
rendered,  as  in  this  case ; 

That  the  t«tl  rates  sought  by  the  applicant  were  unreasonable  under  all 
of  tbe  circumstances  in  this  case  and  should  not  be  allowed ; 

That  in  the  interest  of  better  service  by  the  elimination  of  unnecessary 
calls  which  were  the  natural  result  of  free  service,  and  because  all  should 
pay  for  service  instead  of  some  continuing  to  receive  free  service  while 
othera  were  thereby  required  to  pay  a  greater  price,  a  toll  rate  of  6  cents 

1315 
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IMo, 
for  the  first  five  minates  and  5  cents  fur  each  additional  five  minates  on 
messages  between  Boonville,  Black  Water,  Buncetoo,  Pilot  Qrovt,  Prairie 
Home,  Speed  and  Wooldridge  would  be  reasonable  and  proper. 

Report. 


The  Issue. 

The  Boonville  Telephone  Company  filed  with  the  Com- 
mission on  August  1,  1918,  its  P.  S.  C.  Mo.  No.  3,  Sheet  1, 
t;stablishing  a  toil  rate  of  10  cents  per  message  of  three 
minutes  between  its  exchange  and  exchange  points  in 
Cooper  and  adjoining  counties,  such  service  having  hereto- 
fore been  furnished  frc*  of  charge,  this  rate  to  apply 
between  Boonville  and  Blackwater,  Bunceton,  Pilot  Grove, 
Prairie  Home,  Speed  and  Wooldridge. 

On  August  15, 1918,  notice  to  the  public  aud  to  subscrib- 
ers was  published  in  the  local  and  county  papers.  There- 
after the  Commission  received  protests  against  the  granting 
of  the  rates  from  the  Speed  Telephone  Company  of  Speed. 
Missouri,  The  Farmers  Telephone  Company  of  Prairie 
Home,  Missouri,  and  from  other  telejdione  companies. 
The  Commission,  on  August  28,  1918,  issued  its  order  sus- 
pending the  efFective  date  of  llie  proposed  rates  for  a  perioil 
of  ont'  hunidre<l  and  twenty  days,  to  and  including  December 
29,  1918,  pending  a  hearing  and  decision  upon  the  rea^jon- 
ableness  and  lawfulness  of  the  proposed  rates.  On  October 
14,  1918,  Supplemental  Order  No.  1  was  issued  authorizing 
the  Commission  to  enter  upon  an  investigation  of  rates  for 
all  services  rendered,  without  limitation  to  the  specific 
schedule  filed  by  the  Boonville  Telephone  Company.  On 
December  20, 1918,  the  ConnmsSion  issued  its  order  further 
suspending  the  effective  da^te  of  the  proposed  rates  for  a 
period  of  six  months  from  December  29,  1918,  to  and 
including  June  29,  1919. 

On  October  23,  1918,  a  public  hearing  was  held  by  a 
member  of  the  Commission  at  Boonville,  Missouri.  The 
Boonville    Telephone    Company,    Blackwater    TeJephoiie 
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Company  aiid  the  Pilot  Grove  Independent  Telephone 
Conipaaiy  were  all  represented  by  counsel  and  requested 
that  the  schedule  as  filed  be  allowed.  The  Wooldridge 
Telephone  Company,  the  Speed  Telephone  Company,  The 
Fanners  Telephone  Company  of  Prairie  Home,  and  the 
Prairie  Home  Switchboard  Company  w«re  represented  by 
foonsel  who  opposed  the  granting  of  the  request.  A  num- 
ber of  citizens  of  Boonville  and  other  points  appeared  as 
the  objectors. 

Briefs  were  duly  filed  by  applicant  and  protestants,  and 
the  case  now  comes  on  for  decision  on  the  record, 

II. 

The  Facts. 

1.  General  Description. 

Boonville  is  tlie  county  seat  of,  and  tlie  largest  town  in, 
Cooper  County,  having  a  population  of  4,252.  It  Is  the 
trading  center  for  the  20,000  people  living  in  the  county. 

The  Southwestern  Bell  Telephone  Company  established 
an  exchange  in  Boonville  in  1884,  and  has  continued  to 
operate  there  since  that  time.  During  the  year  1900,  the 
Boonville  Telephone  Company  began  furnishing  service  at 
timt  place.  The  original  owners  of  the  Boonville  Tele- 
phone Company  sold  their  property  to  a  Mr.  Coulter,  and 
in  about  the  year  1913  the  present  Boonville  Telephone 
Company  purchased  and  consolidated  both  exchanges. 
Another  telephone  company  then  entered  the  field,  con- 
structed a  plant  Bind  operate<I  it  for  a  short  time,  when  it 
ceased  to  operate  or  was  taken  over,  so  that  the  present 
company  has  inherited  contracts  and  arrangements  made 
daring  previous  years,  under  competitive  oonditions. 

The  Soutliwestern  Bell  Telephone  Company  owns  the 
majority  of  the  i»tock  of  the  Boonville  Telephone  Company. 

The  Boonville  Teleph<»ie  Company,  hereinafter  called 
the  company,  operates  an  exchange  in  Boonville,  and  owns 
toll  lines  from  Boonville  to  one-half  the  distance  to  Pilot 
Grove,  Bunceton,  Prairie  Home,  Wooldridge  and  part  of 
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the  way  to  Speed.    There  is  some  dispute  about  the  owner- 
ship of  the  line  to  Wooldridge. 

Boonville  is  also  connected  with  Blackwater  by  a  line 
principally  owned  by  the  Blackwater  and  Arrow  Rock  Tele- 
phone Company. 

The  portions  of  the  toH  lines  connecting  these  several 
toMTis,  not  owned  by  the  company,  are  owned  by  other  com- 
panies operating  in  Blackwater,  Pilot  Grove,  Bunceton, 
Prairie  Home,  Wooldridge  and  Speed  respectively.  The 
distance  from  Boonville  to  these  towns  varies  from  8  to  13 
miles.  The  company  has  about  1,000  subscribers  at  the 
Boonville  exchange. 

3.  Present  mid  Proposed  Rates. 
The  rates  as  charged  for  service  by  the  company  are  as 
follows : 

Per  Month 

Direct  line,  bnsiness $2  50 

Direct  line,  residence 1  50 

Rural: 

Company  owns  and  maintains  line  and  equipment 1  50 

Switching  service 50 

The  service  is  common  battery,  metallic  line  to  the  city 
subscribers. 

Heretofore  the  service  over  the  boll  circui'ts  has  been 
free,  except  that  the  exchanges  in  the  outlying  towns  have 
charged  tolls  to  non-subscribers. 

The  company  does  not  desire  to  make  any  alteration  in 
its  exchange  rates  as  given  above,  but  proposes  to  make  a 
toll  charge  of  10  cents  per  message  of  three  minutes 
between  Boonville  and  the  connecting  exchanges  at  Black- 
water,  Bunceton,  Pilot  Grove,  Prairie  Home,  Speed  and 
Wooldridge. 

3.  Exhibits. 

The  company  filed  eleven  exhibits  containing  copies  of 
notice  to  the  public  of  the  proposed  toll  rates,  maps  show- 
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ing  the  Imes  in  question  over  which  the  proposed  charge  is 
to  he  made,  proposed  toll  rates,  statement  of  receipts  and 
expenditures,  hook  value  of  the  property,  etc. 
The  protectants  filed  five  exhibits  as  follows : 

Exhibit  1.  Contract  between  Boonvilie  Telephone  Company  and  The 
Farmers  Telephone  Cotnpany  of  Prairie  Home. 

Contraet  between  The  Fanners  Telephone  Company  of  Prairie  Home 
and  various  other  companies. 

Exhibit  2.  Contract  between  The  Farmers  Telephone  Company  of 
Prairie  Home  and  the  Bunceton  Telephone  Company. 

Exhibit  3.  Contract  between  The  Farmers  Telephone  Company  and 
Speed  Telephone  Company. 

Exhibit  4.  Contraet  between  Boonville  Telephone  Company  and  the 
Wooldridge  Telephone  Company. 

Exhibit  5.  Contract  between  Boonville  Telephone  Company  and  the 
Westwood  Telephone  Company. 

4.  Investment. 

It  apj>ears  from  the  testimony  that  the  company  has 
about  $100,000  invested  in  the  Boonville  exchange  and  toll 
lines,  which  represents  about  $87.00  per  subscriber  for  the 
value  of  the  Boonville  exchange  after  making  allowance 
for  the  value  of  the  toll  lines.  No  inventory  has  been  pre- 
pared and  the  figure  $100,000  represents  the  book  value. 

Without  at  this  time  coming  to  any  eonclusion  as  to  the 
value  of  the  plant  for  rate  making  purpows,  we  will  assume 
a  tentative  value  of  $100,000  in  dotenuininK  the  effect  of  the 
toll  rates  when  contbined  with  the  exchange  rates  of  the 
company.  It  is  fomid  desira.ble  to  assunte  a  tentative  value 
liecause  it  would  be  unfair  to  delay  adjudication  of  this 
case  for  such  period  of  time  as  would,  under  existing  crai- 
ditions,  be  necessary  to  allow  of  a  valuation  and  audit  by 
the  experts  of  the  Commission. 

5.  Reremte,  Expenses  and  Earnings. 
The  revenue,  expenses  and  earnings  of  the  company  as 
deducted  from  applicant's  Exhibit  9  are  as  follows: 
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(a)  For  the  twenty-six  months  ending  April  30,  IMS: 

Operating  revenue   $45,655  48 

Net  non-operating  revenue 167  59 

TOTAL    REVENUE $45,B23  07 

Operating  expenses $23,910  27 

Taxes  and  bad  acooants 1,802  21     $25,712  48 

Balance  available  for  twenty-six  months  for  interest  and 
depreciation  reserve $20,110  59 

(b)  For  four  months  ending  April  30,  1918: 

Operating  revenue   $7,232  82 

Net  non-operating  revenue 01  48 

TOTAL    REVENUE $7,294  30 

Operating  expenses $3386  71 

Taxes  and  bad  accounts 236  00       $4,122  71 

Balance  available  for  four  niontlis  int«regt  and  depreciation 
reserve $3,171  59 

It  appears  from  the  above  that,  on  a  tentative  valuation 
of  $100,000,  'the  company  has  had  available  for  interest 
and  depreciatron  retJerve  clrarges,  an  average  of  9.3  per 
cernt.  per  aiinmn  for  th(^  twenty-six  months  ending  April 
30,  1918,  and  at  the  rate  of  9.5  per  cent,  per  annum  for  the 
four  months  ending  April  30,  1918. 

The  estimated  additional  revenue  from  the  proposed  toll 
charges  on  lines  now  giving  free  service  is  $3,870  per 
animm,  which,  added  to  the  present  revenue  from  exchange 
rates,  would  result  in  «ii  animal  return  of  about  13.4  per 
cent,  available  for  interest  and  depreciation  reserve  charges 
on  a  tentative  investment  of  $100,000. 

6.  Testimony  as  to  Service  and  Toll  Charges. 

Accoiding  to  a  check  made  by  the  eoinpamy  for  a  period 

of  four  days,  about  21,500  free  messages  are  handled  per 
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annmn.     It  is  estimated  that  if  a  toil  charge  were  made 
the  messages  would  be  reduced  to  about  30  per  cent  of 
this  number. 

The  manager  and  operator  of  the  telephone  company  a*^ 
Blackwater  claimed  that  the  toll  charges  vere  necessary 
to  secure  additional  revenue  required.  James  Thompson, 
manager  of  th«  Pilot  Grove  Independent  Telephone  Com- 
pany was  of  the  same  opinion,  aiid  stated  that  the  two 
circuits  between  his  exchange  and  Boonville  were  now  over- 
crowded on  account  of  the  free  business. 

Mr.  J,  E.  Hirsh,  a  witness  for  the  protestants,  testified 
that  he  is  engaged  in  the  wholesale  grocery  bOBinesB  in 
Boonville;  that  his  firm  has  three  te-lephones,  paying  there- 
.  for  $2.50  ]>er  nronth  each,  the  regular  business  rate  as 
charged  by  the  company.  His  testimony  in  part  is  as 
follows : 

"  I  am  not  opposed  to  paying  an  additional  revenue  for  our  'phonee. 
We  have  three  'phones  in  our  houae  and  we  pay  $2.50  apiece.  If  neces- 
sary- I  wonld  be  willing  to  pay  $5.00.  We  wouldn't  pay  any  toll  anyhow. 
We  have  agreed  a  couple  of  years  ago  to  cut  out  paying  reverse  charges 
and  it  wouldn't  cost  na  a  cent,  but  I  would  rather  pay  a  stipulated  price 
for  our  'phone  charge  than  to  have  the  nuisance  of  a  toll  syst^n  to 
nearby  points. 

In  the  first  plate,  they  have  been  so  used  to  it  for  so  many  years, 
they  eall  us  up  on  one  little  pretext  or  another.  We  don't  have  a  great 
many  calls  to  nearby  |)oint.'i,  but  it  isn't  as  a  rule  worth  anything.  It  is 
just  for  information  more  generally  than  anything  else." 

Herman  Zuzak,  a  luercliant  in  Boonville,  testified  that 
the  company  had  promised  to  continue  free  service  if 
allowed  to  increase  its  rates  for  service  and  consolidate 
the  exchanges,  the  rates  to  be  raised  from  $2.00,  direct  line 
business,  to  $2.50  per  month,  and  the  residence  from  $1.00 
to  $1.50  per  month.  The  Boonville  Telephone  Company 
explained  that  Mr.  Coultei-,  the  former  owner  of  the  com- 
pany, changed  from  a  grounded  service  to  a  common  battery 
service,  at  which  time  he  circulated  a  petition  providing 
for  increased  rates,  and  that  no  change  in  rate  was  made 
when  the  Boonville  Telephone  Company  and  the  Soath- 
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westprn  Bell  Telephone  Company  consolidated.  Exhibit 
No.  11  was  at  this  point  introduced.  The  witness  Herman 
Zuzak  further  states  that  he  was  the  advertising  man  for 
the  Boonville  National  Bank,  and  that  they  get  the  market 
reiwrts  from  St.  Louis  each  morning  and  give  these  reports 
out  all  over  the  county  free  of  charge.  He  suggested  that 
the  company  limit  the  free  toll  messages  to  three  minutes' 
conversation.  He  also  stated  that  they  now  have  service 
with  1,000  subscriljei-s  in  Boonville  and  3,000  more  in 
Bunceton,  Pilot  Grove  and  surrounding  country;  that  he 
favored  an  increase  in  exchange  rather  than  elinunating  the 
free  tolls;  tliat  in  his  opinion  three-fouiTths  of  the  sub- 
scribers would  agree  to  this,  and  that  it  would  make  an 
increase  of  about  $50.00  per  month  in  his  toll  business  if 
(he  free  service  were  discontinued. 

Mr.  Fred  Reiishaw,  local  maaiager  for  Armour  and  Com- 
pany, testified  to  the  effect  that  he  w^ould  prefer  an  increase 
in  excliange  rates  if  increased  revenue  were  found  neces- 
sary. Other  witnesses  testified  along  the  same  line.  The 
officers  of  tlie  protestant  companies  testified  r^arding 
their  coTitractfi,  and  were  of  the  opinion  that  they  would 
not  have  been  able  to  build  up  and  maintain  their  telephone 
systems  without  this  free  Boonville  service,  and  insisted 
that  the  terms  of  their  contracts  be  carried  out.  Mr.  Henry 
Fricke,  living  near  Prairie  Home,  is  the  president  of  the 
"  Switchboard."  They  in  turn  have  a  contract  with  The 
Farmers  Telejthone  Company  of  that  place,  giving  them 
free  service  over  their  lines,  including  Boonville.  He 
stated  that  in  1 905  they  had  paid  $2.20  per  subscriber  for 
that  privilege,  of  which  amount  $1.20  went  to  the  Farmers 
company  and  $1.00  to  the  Jamestown  Telephone  Company; 
Ihat  they  had  be«n  given  this  free  service  for  fifteen  years 
and  would  object  to  being  charged  for  it. 

Mr.  Chas.  Draechsel,  president  of  the  Wegtwood  Trfe- 
phone  Company,  identified  their  contract  as  Exhibit  No. 
5,  which  vas  explained  by  the  Boonville  Telej^ione  Com- 
pany as  being  a  contract  for  switching  service  only,  and 
so  proved  to  be. 
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While  the  record  in  this  case  does  not  fully  indicate  the 
comparative  use  of  the  tree  service  by  the  various  sub- 
scribers, we  have  exhibits  on  file  with  this  Commission 
covering  free  service  in  the  city  of  Cape  Girardeau,  a 
county  seat  where  free  service  is  given  to  the  adjoining 
exchange  at  Jackson,  twelve  miles  away,  the  conditions  being 
similar  to  those  existing  at  Boonville.  Records  covering 
a  period  of  one  month  of  the  free  calls  from  the  Cape 
(.rirardeau  exchange  gave  the  following  results: 


Total  number  of  stations,  1358. 


Number  of  Messages 
per  Month 


Between  5  and  10 
Between  10  and  20 
Between  20  and  30 
Between  30  and  40 
Between  40  and  50 
Between  50  and  60 
Between  60  and  70 
Between  70  and  80 
Between  SO  and  90 
Between  90  and  100 
Between  100  and  110 
Between  110  and  200 


It  appears  that  out  of  a  total  of  1,358  .subscribers  six 
uf  them  used  the  free  service  for  a  greater  nuinber  of  mes- 
fsages  than  did  721,  or  about  one-half  of  all  the  subscribers, 
and  over  30  per  cent,  did  not  use  it  at  all.  A  few  i-eceived 
practically  all  of  the  benefit. 

Some  of  the  objectors  would  prefer  to  have  the  rates 
for  exchange  service  increased  rather  tlian  have  the  free 
service  cut  off,  if  it  should  be  found  n^ocesRary  to  increase 
the  revenue,  giving  as  a  reason  that  a  better  and  quicker 
service  could  be  given  by  the  present  method;  that  they 
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did  not  wish  to  be  bothered  with  toll  bills,  and  that  it  would 
meet  with  the  approval  of  most  of  the  subscribers. 

ni. 

Right  to  Give  Free  Service. 

The  free  ser-viee  now  being  extended  by  the  company  is 
contrary  to  both  the  letter  and  spirit  of  the  Public  Service 
Commission  Law. 

That  law-  forbids  discrimination,  and  does  not  allow 
undue  and  unreasonable  preferences  to  be  given  by  public 
service  companies,  either  as  iH-tweien  the  persons  or  the 
localities  served  by  them.  The  inhibitions  against  dis- 
crimination, or  the  granting  of  undue  preferences,  or  the 
lendering  of  free  service  by  a  telephone  company,  are  set  ■ 
out  in  Paragraphs  2  and  3  of  Section  87,  and  Paragraph 
3  of  Section  88,  of  the  Public  Service  Commission  Law. 
The  company  must  furnish  service  adequate  and  reason- 
able in  character  to  all  who  apply,  at  rates  not  greater  than 
are  just  and  reasonable;  and  as  a  corollary  to  this,  all  who 
receive  service  must  pay  thereCor  a  just  and  reaisonable 
compensation. 

This  Commission  has  many  times  expressed  its  disap- 
proval of  the  inequalities  arising  from  contracts  contain- 
ing provisions  for  free  service  or  for  service  at  special, 
reduced,  and  unequal  rates.  This  was  in  the  main  the 
subject  of  the  report  in  Knott  et  <il.  v.  Sonthtvestern  Tele- 
graph and  TeJephone  Company*,  2  Mo.  P.  S.  C.  563,  and 
Ihe  subjects  of  free  service,  discrimi nation  in  service,  and 
the  like,  are  there  fully  discussed.  The  prior  rulings  of 
this  Commission  and  the  rulings  of  other  commissions  in 
like  cases  are  giveni  and  the  decisions  of  the  courts  of  last 
resort  of  this  State  and  of  many  other  states  are  cited, 
holding  that  discriminations  and  undue  preferences  by 
public  ser\-icc  compajnies  between  localities  or  patrons  arc 
indefensible.  The  conclusions  formulated  and  expressed 
in  the  Knott  Case'  and  in  cases  there  cited  have  been 


*  See  Commission  Leaflet  No.  46,  p.  1186. 
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adliered  to  by  this  Comniission  iii  all  subsequent  casefe 
involving  like  issues,  and  are  declaratory  of  the  policy  ol' 
all  public  service  commissions  on  the  subject  now  under 
couBideration. 

IV. 
Inviolability  Of  Contracts. 

The  contracts  invoked  in  this  case  as  providing  for  free 
service  by  the  company  in  certain  localities  caraiot  be  sus- 
tained either  upon  the  requirements  of  a  sound  public  policy 
or  upon  legal  authority.  They  are  of  a  class  invalid  at 
common  law,  as  is  "clearly  pointe<l  out  in  the  report  in  the 
Knott  Cane,  supra.'  The  decisions  there  cited  established 
the  principle  that  contracts  for  free  service  to  be  rendered 
by  a  public  service  company  are  invalid  and  unent'orcible. 
Tliis  was  so  under  the  common  law,  and  before  and  irre- 
i^pective  of  the  passage  of  the  Public  Service  Conunission 
Law. 

The  reservation  of  rights  under  contracts  made  before 
the  passage  of  the  law,  mentioned  in  Paragraph  4  of  Sec- 
tion 87,  has  no  reference  to  contracts  which  were  not  good 
at  coimnon  law.  It  could  give  no  life  to  a  void  contract. 
The  beneficiary  under  a  contract  for  free  service,  or  for 
service  at  a  special  or  reduced  rate,  receives  a  favor  at 
the  expense  of  othei-s.  That  is  the  underlying  reason  for 
the  fixing  of  uniform  rates  by  the  State  through  a  rate- 
making  body.  There  should  be,  under  like  conditions,  uni- 
formity and  equality  of  service,  accompanied  by  uniformity 
and  equality  of  coinpenaation.  The  general  want  of  bind- 
ing authority  of  contracts  attempting  to  fix  rates  has  been 
defined  and  determined  beyond  controveTsy  by  the  Supreme 
Court  of  Missouri  in  the  recent  cases  of  State  ex  rel.  City 
of  Sedalia  v.  Public  Service  Commisnion,  204  S.  W.  497; 
City  of  Fxdton  v.  Pvhlic  Service  Commission,  204  S.  W. 
386,  and  Kansas  City  Bolt  and  Nut  Company  v.  Kansas 
City  Light  and  Power  Company,  204  S.  W.  1074.  It  was 
held  that  such  contracts  cannot  bind  or  abridge  the  exer- 


*  See  CommiBdon  Leaflet  No.  46,  p.  1186. 
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cise  of  thf  police  power  of  t}ie  State.  That  power,  when 
exereised,  should  he  directed  toward  the  attainment  of 
equality,  and  in  the  interest  of  Ihe  public.  The  power  of 
the  State  to  abrogate  an  unequal  rate  oontract  made  by 
a  public  service  company  rests  upon  the  inherent  ri^ht  of 
the  public  to  require  of  the  company  adequate  and  efficient 
.service  at  equal  and  reasonable  rates. 

V. 

COKCLUSIOA'S. 

After  fully  considering  all  of  tlte  evidence  in  this  ease, 
the  Conmiission  finds  as  follows : 

1.  That  the  Boonville  Telephone  Company  has  heretofore 
had  net  annual  earnings,  available  for  interest  and  depre- 
ciation reserve  charges,  averaging  about  9.3  per  cent,  on 
an  investment  assumed  tentatively  to  be  $100,000. 

2.  That  if  the  proposed  toll  charge  of  10  cents  for  tlio 
first  three  minutes  be  allowed,  the  estimated  annual  return 
as  above  would  be  increased  from  9.3  per  cent,  to  13.4  per 
cent.;  and  that  the  showing  made  by  the  company  as  to 
the  valw  of  the  plant  is  not  sufficient  to  warrant  an  increase 
of  rates  or  an  assessment  of  toll  rates  for  the  purpose  of 
obtaining  increased  revenue,  although  1314  p<'r  cent,  would 
not,  per  se,  by  this  Commission  \w  considered  excessive. 

3.  That  existing  contracts  for  free  service  between 
exchanges  are  not  binding  as  against  the  oi"ders  of  this 
Conmiission,  whei*  such  contracts  result  in  unreasonable 
and  unduly  discriminatory  charge*  for  service  rendered, 
and  that  free  .service  between  exchanges  in  this  oaae  would 
result  in  discrimination  and  undue  preference. 

4.  That  the  toll  ratee  as  filed  by  the  Boonville  Telephone 
Company  are  unreasonable  under  all  of  the  circumstances 
in  this  case  and  should  not  be  allowed. 

5.  That  in  the  interest  of  better  service,  by  the  elimina- 
tion of  unnecessary  calls,  which  are  the  natural  result  of 
i'ree  service,  and  because  all  should  pay  for  service  received 
rather  than  some  continue  to  receive  free  service  while 
others  are  thereby  required  to  pay  at  a  greater  price,  it  is 
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desirable  to  place  a  toll  I'ate  on  the  lines  connecting  the 
various  exchanges ;  and  that  with  dite  consideraition  for  the 
equities  in\'«lvetl  in  the  contracts  i'oi"  free  service,  the  Coni- 
i!iis«ion  finds  that  a  toll  rate  of  5  cents  for  the  first  five 
minutes,  and  an  additional  charge  of  5  cents  for  each  addi- 
tional five  minutes,  would  he  reasonahle  and  proper  in  this 
■-ase. 

An  oi-der  will  be  entered  in  conformity  with  the  views 
herein  expressed. 

Ohdeb. 

The  Conmusaiou  on  August  28,  1918,  and  again  on 
Dewniber  20,  1918,  having  entered  its  orders  suspending 
the  effective  date  of  the  schedule  of  the  Boonvillf-  Tele- 
phone Company,  known  as  its  P.  S.  G.  Mo.  No.  3,  Sheet  1, 
establishing  a  toll  rate  of  10  cents  per  message  of  three 
minutes  between  its  exchange  and  exchange  points  in 
Cooper  and  a<ljoining  counties,  such  service  having  here- 
tofore been  furnished  free  of  charge,  and  a  full  investiga- 
tion of  the  matters  and  things  involved  having  been  had, 
and  the  Commission  on  the  date  hereof  having  made  and 
filed  its  report  containing  its  findings  -oi  fact  and  conclu- 
sions thereon,  which  report  is  hereby  expressly  referred  to 
and  made  a  part  hereof; 

Now,  upon  the  evidence  in  this  ca&e,  and  after  due 
deliberation. 

It  is  ordered,  1.  That  the  schedule  of  rates  filed  by  the 
Boonville  Telephone  Company,  known  as  its  P.  S.  C.  Mo. 
No,  3,  Sheet  1,  establishing  a  toll  rate  of  10  cents  per  mes- 
sage of  three  niiuute.s  between  its  exchange  and  exchange 
jwints  in  Cooper  a?id  adjoining  counties,  shall  be  cancelled 
and  withdrawn  from  the  files  of  the  Commission. 

Ordered,  2.  That  tlie  Boonville  Telephone  Company  be, 
and  is  hereby,  permitted  to  file  with  this  Commission  a 
soluslule  of  rates,  effective  March  1,  1919,  providing  for  a 
loll  rate  of  5  cents  per  message  of  five  minutes  and  5  cents 
for  each  additional  five  minutes  for  the  «<'rvice  between 
the  Boonville  excliange  and  the  exchanges  in  Blackwater, 
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Bunceton,     Pilot     Grove,     Prairie     Home,     Speed,     and 
Woold  ridge. 

Ordered,  3.  That  this  order  shall  be  in  full  force  and 
I'ffect  on  and  after  Marcli  1,  1919. 

Ordered,  4.  That  the  secretary  shall  forthwith  serve  a 
eertified  copy  of  tliis  order  upon  J.  W.  Gleed ;  W.  W.  Kings- 
bury, president,  Boonville  Telephone  Company ;  the  honor- 
able mayor  of  Boonville,  Missouri;  Honorable  Roy  D.  Wil- 
liams for  Blackwater  Telephone  Company,  Bunceton  Tele- 
jihone  Company  and  the  Pildt  Grove  Independent  Tele- 
phone Company;  Mr.  Oill  Jeweit,  president  Wooldridge 
Telephone  Company,  Wo()ldridge,  Missouri ;  Honorable  W. 
G.  Pendleton  for  the  Wooldridge  Telephone  Company,  Thi- 
Farmers  Telephone  Coni])any  of  Prairie  Home,  Missouri, 
and  Prairie  Home  Switchboard  Company;  Mrs.  S.  H.  Hann, 
Boonville,  Missouri;  Mr.  H.  E.  Pueet,  Boonville,  Missouri; 
Mrs.  S.  L.  Rankin,  Boonville,  Missouri;  Mr.  Grover  H, 
Moore,  Speed,  Missouri;  Mr.  A.  D.  Howard,  Boonville, 
Missouri;  and  upon  the  Honorable  A.  S.  Burleson,  Post- 
master General,  and  that  said  Boonville  Telephone  Com- 
l>any,  on  or  before  the  twenty-fifth  day  of  February,  1919, 
shall  notify  the  Commission  in  the  maimer  prescribed  in 
Section  25  of  the  Public  Service  Commission  Law  whether 
the  terms  of  this  order  are  accepted  and  will  be  obeyed. 

February  11,  1919. 


In  re  Application  of  G.  M.  Phillips  to  Sell,  and  Farmers 
Telephone  Company  to  Buy,  the  Barnett  Telephokb 
Company's  Plant  at  Barnett. 

Case  No.  1950. 

Decided  Fehrwary  -20,  1919. 

Sale  of  Telephone  Flut,   Together  with  all  Fruichises,  Bights  and 
Fermlts  in  Oonnectlon  Therewith, .  Authorized. 

Order. 

Application  having  been  nmde  to  the  Public  Service  Com- 

mission,  under  the  provisions  of  the  Public  Service  Com- 
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mission  Law,  by  Q.  M.  Phillips  to  sell,  and  the  Farmers 
Telephone  Comimny,  composed  of  J.  F.  McDow,  W.  A. 
Houston  and  Josiah  Goodman,  to  buy,  the  Barnett  Tele- 
phone Company's  plant  at  Barnett,  Missouri,  and. 

It  appearing  to  the  Oommiesion  thait  a  public  hearing 
upon  said  application  is  not  necessary  to  be  had,  and  that 
the  order  prayed  for  is  necessary  and  proper  to  be  made, 

Now,  after  due  deliberation. 

It  is  ordered,  1.  That  the  consent  of  the  Commission  be, 
and  the  same  is  hereby,  given  to  the  sale,  transfer  and 
assignment  by  said  G.  M.  Phillips,  and  to  the  purchase, 
ownership  and  operation  by  the  sjaid  Farmers  Telephone 
Company,  composed  of,J.  F.  McDow,  W.  A.  Houston  and 
Josiah  Goodman,  of  the  Barnett  Telephone  Company's 
plant  at  Barnett,  Missouri,  together  with  all  franchisee, 
rights  and  permits  held  in  connection  with  the  ownership 
and  operation  of  said  telephone  exchange  and  system,  and 
together  also  with  all  poles,  wires,  switchboards  and  all 
other  equipment  and  machinery  to  said  telephone  exchange 
and  system  belonging  and  appertaining,  for  the  sum  of 
$6,000,  all  as  set  out  in  the  application  filed  herein. 

Ordered,  2.  That  nothing  herein  contained  shall  be  con- 
sidered as  a  finding  by  the  Commission  of  the  value  of 
the  property  herein  authorized  to  be  sold  and  transferred, 
either  as  to  the  whole  or  any  part  thereof,  nor  as  an  acqui- 
escence in  the  value  placed  upon  said  proxKTty  of  -said 
parties. 

Ordered,  3.  That  nothing  herein  contained  shall  be  con- 
strued as  an  approval  by  the  Commission  of  the  rates  now 
charged  by  said  parties  for  service,  ifor  as  a  finding  by  the 
Connuission  that  said  rates  are  reasonable,  and  not  exces- 
sive, and  not  discriminatory. 

Ordered,  4.  That  nothing  lierein  contained  shall  be  con- 
strued as  a  finding  by  the  Connuission  that  the  service  of 
f*aid  parties  is  adequate,  i-lficient  or  sufficient 

Ordered,  5.   That  this  order  take  effect  on  this  date. 

February  20,  1919. 
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In   re   Suspension   of    Rates  of  the   Crane    Telephone 
Company. 

Case  No.  1904. 

Decided  February  125,  1919. 

Increua  In  Switching  Rates  Antboiised  for  Period  at  One  Tear. 

Bbport  and  Order. 

The  Crane  Teleplwne  Company,  a  corporaition  engaged 
in  the  telephone  business  in  Crane,  Missouri,  on  or  about 
Decenibpr  30,  1918,  having  filed  in  the  office  of  the  Commis- 
sion its  schedule  known  as  P.  S.  C.  Mo.  No.  4,  cancelling 
its  P.  S.  C.  Mo.  No.  3,  said  schedijle  containing  rates  and 
charges  for  telephone  swvice  at  its  exchange  at  Crane, 
Missouri,  and  the  effective  date  of  said  schedule  having 
been  suspended  by  order  of  the  Commission,  entered 
December  31,  1918,  for  a  period  of  one  hundred  and  twentj' 
days  ending  April  30,  1919,  unless  otherwise  ordered  by 
the  Conmiission,  and  a  public  hearing  having  been  held  by 
Ihe  Commission  at  the  Colonial  Hotel,  Springfield,  Mis- 
souri, on  February  24, 1919,  pursuant  to  notice  thereof  duly 
served  upon  all  interested  parties,  at  which  time  and  place 
t'aid  Crane  Telephone  Company  appeared  by  its  counsel, 
J.  WiUiam  Cook,  of  Crane,  Missouri,  and  no  person  appear- 
ing thereat  representing  the  city  of  Crane  imr  any  of  the 
subscribers  affected  by  tlie  increased  rates  proposed  in 
such  schedule,  and  full  investigation  having  been  made  by  ' 
the  Conmiission  as  to  the  lawfulness  and  reasonableness  of 
the  increased  rates  proposed  in  such  schedide,  the  Com- 
mission finds  the  following  to  be  the  facts : 

The  only  increase  sought  in  said  P.  S.  C.  Mo.  No.  4  is 
an  additional  charge  of  25  cents  per  month  for  rural  switch- 
ing where  the  telephones,  poles,  wires  and  all  equipment 
are  owned  by  the  subscriber.  The  preeent  rate  is  $3.00  per 
year,  and  the  proposed  rate  is  $6.00  per  year. 

It  appears  from  tlie  evidence  that  for  the  twelve  months 
immediately  preceding  the  filing  of  said  schedule,  said  tele- 
phone company  earned  the  sum  of  $3,690  as  and  for  its 
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total  revenue,  indading  commissions  on  t-oll  messages  over 
the  lines  of  the  Southwestern  Bell  Teilephone  Company 
and  toll  for  messages  over  their  own  lines  and  inascellaneous 
revenues,  and  that  during  said  period  the  operating 
expenses  of  said  company  amounted  to  the  sum  of  $4,149, 
leaving  a  deficit  for  the  year  of  $459. 

The  said  operating  expenses  include  no  alloi^-ance  for 
depreciation  or  return  on  investment  and  the  various  items 
entering  into  such  operating  expenses  are  found  to  be  rea- 
sonable and  just.  The  v^ue  of  the  said  exchange  of  the 
Crane  Telephone  Company  is  immaterial  in  this  case,  for 
the  reason  that  said  company  is  not  now,  and,  after  receiv- 
ing the  increase  proposed,  will  not  be,  earning  operating 
expenses.  The  evidence  discloses  that  the  sum  of  $6,000 
was  paid  for  the  exchange.  Said  company  has  74  rural 
switching  subscribers  to  be  affected  hy  the  proposed 
increase,  and  such  increase  will  produce  an  increased 
monthly  revenue  in  the  sum  of  $18.50. 

It  therefore  appears  tliat  the  suspei^ion  order  entered 
in  this  case  on  December  31,  1918,  should  be  set  aside  and 
the  rates  and  charges  provided  in  seid  schedule,  P.  S.  C. 
Mo.  No.  4,  should  be  permitted  to  become  effective. 

Now,  therefore,  after  due  deliberation. 

It  is  ordered,  1.  That  the  order  of  the  Commission 
entered  on  December  31,  1918,  be,  and  the  same  is  hereby, 
set  aside,  and  that  the  rates  and  charge*  provided  in  said 
schedule  be  permitted  to  become  effective. 

Ordered,  2.  That  any  and  all  increases  of  rates  herein 
authorized  or  permitted  shall  remain  in  force  and  effect 
lor  a  period  of  one  year  only  from  and  after  the  effective 
date  of  this  order,  at  the  end  of  which  period  of  one  year 
such  increase  of  rates  shall  without  further  order  ceas;? 
and  the  rates  of  saSd  company  shall  then  be  reduced  and 
restored  by  said  company  to  the  rates  now  on  file  or  charged 
by  it  at  the  present  time ;  provided,  that  the  Commission 
may  hereafter,  by  further  order,  continue  such  rates  and 
charges  for  aoiother  and  further  period,  or,  within  said 
period  of  one  year  may  otherwise  change,  modify  or  reduce 
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btkH  rates  and  charges  upon  the  evidence  now  before  the 
Commission,  or  upon  such  other  evidence  as  may  be  intro- 
duced before  the  Commission,  and  for  this  purpose  the 
Commission  fully  retains  jurisdiction  of  this  case. 

Ordered,  3.  That  said  Cranp  Telephone  Company  shall 
be  required  to  keep  a  full  and  accurate  account  of  the  rev- 
enues and  expenses  of  its  business,  and  shall  file  a  full 
and  complete  report  thereof  with  the  Commission  at  the 
expiration  of  said  period  of  one  year  after  the  effective 
date  of  this  order,  which  report  shall  be  in  addition  to  any 
other  reports  now  required  by  law. 

Ordered,  4.  That  this  order  shall  be  and  remain 
in  full  force  and  effect  on  aiul  after  March  1,  1919,  and 
that  the  8eei'e>tary  of  the  CoimnJssion  forthwith  serve  a  cer- 
tified copy  of  said  order  upon  the  Crane  Telephone  Com- 
pany and  the  mayor  of  the  city  of  Crane,  Missouri,  and  that 
paid  Crane  Telephone  Company  on  or  before  the  eifectiv.' 
date  of  this  order  notify  the  Commission  in  the  manner 
provided  in  Section  25  of  the  Public  Service  Commission 
Ijaw,  whether  the  terms  of  this  order  are  accepted  and  will 
be  obeyed. 

February  25,  1919. 


In  re  Suspenkios  of  Toll  Rater  of  Soitthwesters  Bell 
Telephone  Company. 

Case  No.  1924. 

Decided  February  M,  1919. 

Hodifled  Sdiedide  of  Toll  Rates  Fixed  bjr  Postmaster  OenenJ  in  Order 
No.  2797,  Siupended. 

Supplemental  Order  Xo.  1. 
It  appearing  that  the  Southwestern  Bell  Telephone  Com- 
pany has  filed  with  thi«  Commission  United  States  Tele- 
graph and  Telephone  Servici'  Bulletin  No.  22,  Order  Xo. 
2797,  modifying  Order  No.  2495,  and. 
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It  further  appearing  that  the  Commission  did  on  Jan- 
uary 21,  1919,  suspend'  the  toll  rates  as  filed  by  the  South- 
western Bell  Telephone  Company  in  accordance  with  UTiited 
States  Telegraph  and  Telephone  Service  Bulletin  No.  22, 
Order  No.  2495, 

/(  is  ordered,  1.  That  the  modified  rates  contained  in 
faid  Order  No.  2797  of  Bulletin  No.  22  be  considered  in 
{'Oimection  with  the  other  matters  in  this  case,  and  be  sus- 
pended for  a  period  of  eiffhty-three  days,  from  February 
26,  1919,  to  and  including  May  20,  1919,  unless  otherwise 
ordered  by  the  Commission. 

Ordered,  2.  That  this  order  shall  take  effect  on  this  date, 
and  tlmt  the  secretary  of  the  Commission  shall  forthwith 
serve  on  said  Southwestern  Bell  Telephone  Company,  and 
on  other  parties  of  record  in  tins  ease  a  certified  copy  of 
Ihis  order,  and  that  a  copy  of  this  order  be  filed  with  said 
.'schedules  in  the  office  of  the  Conmrission.f 

February  26,  1919. 


In  re  Suspension  ov  Proposed  Rate  Increase  by  Buffum 
Telephone  Company. 

Case  No.  1366. 

Decided  February  28,  W19. 

Eztaodon  of  Tims  Dnring  WUch  Increased  Betee  Hay  Be  Cluorged, 
Gruited. 

Supplemental  Order  No.  2. 
It  appearing  that  the  Conmiission,  after  due  investiga- 
tion, and  after  the  company  named  above  had  submitted 


■  See  Commission  Leaflet  No.  87,  p.  1007. 

t  Similar  orders  suspending  the  modified  aeliedale  of  toll  rates  pre- 
scribed by  the  Postmaster  General  in  Order  No.  2797,  were  issued  ia 
cases  affecting  the  following  companies : 

Buftnm  Telepbone  Company.  No.  1926.     February  2S,  1919. 

Pattonabn^  Home  Telephone  Company.     No.  1927.     March        3, 1919. 

Caw  County  Telephone  Company.  Nc).  1930.     February  28, 1919. 
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f-atisfactory  pvidence  that  certain  of  its  rates  for  telephone 
service  contamed  in  its  P.  S.  C.  Mo.  No.  1,  First  Kevised 
Hheei  No.  6,  at  its  excJmnge  at  Louisiana,  Miseoiiri,  were 
inadequate,  unjust  and  unreasonable,  B,nd  that  the  Com- 
mission by  its  order  or  record  in  the  above-entitled  cause 
did  on  February  25,  1918,  permit  the  said  company  to  put 
certain  inoi-eased  i-aU^s  into  eifect  for  a  period  of  one  year, 
trom  March  1,  1918,  to  Maix-h  1,  1919,  and, 

It  further  appearing  that  any  and  all  increases  of  rates 
authorized  or  permitted  in  the  order  in  this  cause  issued 
Februarj-  -25,  1918,  were  to  remain  in  effect  for  a  period 
begimiing  Marcli  1,  1918,  and  ending  March  1,  1919,  for 
telephojie  service,  at  the  end  of  which  temporary  period 
such  increase  of  rates  should  without  further  ord^r  cease, 
and  the  rates  of  said  company  sJiould  tlien  be  reduced  and 
restored  by  said  company  to  the  rates  then  on  file  or  charged 
by  it  on  February  28,  1918;  provided,  that  the  Commission 
might  tliereafter  by  furtlier  ord-er  eontiime  such  increase 
of  rates  for  another  or  further  period,  or  otherwise  change 
or  modify  the  rates  of  said  company,  and  that  the  said 
company  was  required  to  keep  a  full  and  accurate  account 
of  the  reveniR's  and  expenses  of  its  plant,  and  file  a  full 
and  complete  record  thereof  with  this  Commission  at  thi- 
expiration  of  such  period  of  one  year  beginning  March  I, 
1918,  and  ending  March  1,  1919,  and 

It  now  appearing  thait  the  company  shows  by  its  verified 
1  eport  for  the  ten  months  ending  Decemlx'r  31, 1918,  and  its 
estimated  report  for  the  two  additional  months,  that  it:- 
revenues  from  operation  have  been  suflRcient  to  allow  6  per 
cent,  for  depreciation  and  return  on  an  investment  of 
$83,669,  and  it  also  appearing  that  the  operating  costs  of 
the  company  have  not  been  materially  reduced  during  the 
period  covered  by  the  above  named  report, 

Therefore,  it  is  ordered,  1.  That  the  Buffum  Telephone 
Company  l>e  permitted  to  continue  the  rates  allowed  to  be 
charged  in  the  order  of  February  25,  1918,  for  a  further 
period  of  one  year  from  March  1,  1019,  until  February  29. 
1920,  under  certain  terms  and  conditions. 
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Ordered,  2.  That  any  and  all  increase  of  rates  herein 
authorizes!  or  permitted  over  and  above  the  rates  in  effect 
on  February  28,  1918,  shaii  remain  in  effect  for  a  further 
period  of  one  year  only,  beginning  March  1,  1919,  and  end- 
ing February  29,  1920,  at  the  end  of  whicli  yearly  period 
i>nch  increased  rates  shall,  without  further  order,  cease, 
and  the  rates  of  said  company  shall  then  be  reduced  and 
restored  by  said  company  to  the  rates  on  file  and  in  effect 
on  February  28,  1918;  provided,  that  the  Oomniission  may 
hereafter,  by  .further  order,  continue  such  iircrease  of  rates 
for  another  or  further  perfod,  or  otherwise  change  or 
modify  the  rates  of  said  company. 

Ordered,  3.  That  the  said  company  be  required  to  keep 
b  full  and  accurate  account  of  the  revenues  and  expenses, 
of  its  plant,  and  file  a  full  and  complete  verified  report 
thereof  with  this  Commission  at  the  expiration  of  said 
period  of  one  year  beginning  March  1,  1919,  and  ending 
February  29,  1920,  which  report  shall  be  in  addition  to  any 
other  reports  required  by  law;  and  that  the  Commission 
fully  retain  jurisdiction  of  the  parties  and  subject  matter 
of  this  cause,  to  continue,  change  or  modify  the  rates  of 
i-aid  company  upon  the  expiration  of  said  j>eriod  of  one 
year,  or  at  any  other  time,  \\\i(n\  tlie  reports,  evidence  and 
facts  now  before  the  Commission,  together  with  such  other 
reports,  evidence  or  facts  as  the  company  or  any  interested 
l)arty  may  offer. 

Ordered,  4.  That  this  order  shall  take  effect  on  March 
1,  1919,  and  that  the  secretary  of  the  Commission  shall 
forthwith  sei-ve  upon  the  partif-s  hereto  a  certified  copy 
of  this  order,  and  that  the  company  shall  on  or  before  the 
tenth  day  of  March,  1919,  notify  tlie  Connnission  in  the 
manner  prescribed  in  Section  25  of  the  Public  Service  Com- 
mission Law,  whether  the  terms  of  this  order  are  accepted 
and  will  be  obeyed, 

February  28,  1919. 
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Relfe,  Flat  and  Newbi'rg  Telephokb  Company  v.  New- 
burg  Telephone  Company. 

Case  No.  1527. 

Decided  March  1,  1919. 

Bastontioii  of  Switching  uid  Toll  Sarrice  at  Flat  Bates  Fixed  by 

Oonto^ct,  Dsnied  —  Reduction  in  Toll  Bates  Ordered. 

The  Relfe,  Flat  sod  Newbui^  Telephone  Company  eontracted  with  the 
Newburg  Telephone  Company  that  the  latter  would  reader  swiichii^r 
serviee  to  the  Gnbscribere  of  the  former,  and  also  render  message  aervite 
over  the  toll  line  to  Kolla  for  a  flat  rate  of  50  eents  per  mc»th,  per 
telephone.  The  Newborg  company  later  filed  a  rate  of  40  cents  per  month 
for  switching  rural  lines,  with  a  discount  of  5  cents  for  prompt  payment, 
and  thereupon  the  subscribers  oo  the  Relfe  line  were  required  to  pay 
40  cents  instead  of  50  cents  per  month  for  service,  but  were  denied  free 
iiervice  over  the  Newburg-Rolla  line  under  the  contract.  The  complainant 
sought  to  have  the  Commission  require  tbe  defendant  to  render  servite 
to  the  complainant  upon  the  terms  provided  in  the  contract,  or  to  lix 
the  fair,  just  and  letcal  charge  to  be  made  by  the  defendant  for  switching 
and  message  service. 

The  RoUa  Telephone  Company  intervened,  aud  stated  that  it  bad  an 
interest  in  the  controversy  by  reason  of  the  fact  that  it  owned  an  undivided 
one-half  interest  in  the  toll  line  between  Newbui^  and  Rolla;  that  it  bad 
had  no  notice  or  knowledge  of  the  contract  between  the  Relfe  company 
and  the  Newburg  company,  although  it  was  directly  ipterested,  as  said 
contract  concerned  messages  )>assing  over  the  line  which  it  jointly  owned 
with  the  Newbu)^  company;  that  said  line  was  exclusively  a  toll  line, 
and  that  the  making  of  a  contract  allowing  any  person  or  persons  unlimit«d 
use  of  the  same  was  discriminatory  and  violative  of  law. 

Held:  That  renewal  of  the  contract  and  of  the  50-cent  flat  rate  therwn 
provided  for  switching  and  message  service  should  not  be  required,  as 
the  charging  of  said  rate  resulted  in  undue  and  unreasonable  preference 
and  advantage  to  the  subscribers  of  the  Relfe  company,  and  subjected  all 
other  rural  line  subscribers  switched  by  the  Newburg  company  to  an 
undue  and  unreasonable  prejudice,  a  condition  prohibited  by  the  Public 
Service  Commission  Law; 

That  the  contract  was  entered  into  after  the  Public  Service  Commissii» 
Law  became  effective,  and,  therefore,  did  not  come  within  the  proviso  in 
Subsection  4  of  Section  87,  excepting  contracts  made  prior  to  the  Public 
Service  Commission  Law; 

That  the  toll  rate  of  15  cents  plus  a  5-cent  charge  for  government  tax 
was  excessive  for  message  service  over  a  toll  line  only  8^^  miles  long; 
that  such  a  rate  very  probably  restricted  tbe  proper  use  of  the  line;  that 
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nttee  for  standard  toU  service  did  not  properly  apply  to  this  kind  of  toll 
line  service,  and  a  rate  of  10  cents  ior  an  initial  period  of  five  minntes 
with  a  5-cent  overtime  rate  for  an  overtime  period  of  Ave  minutes  sboold 
be  made  for  messi^es  over  this  line; 

That,  inasmuch  as  the  government  tax  was  not  applicahle  to  charges  of 
less  than  15  cents,  it  wonld'uot  apply  to  this  rate. 

Ebpobt. 

Th«  Relt'e,  Flat  and  Newburg  Telephone  Company  is  an 
association  of  owners  of  a  rural  telephone  line  in  Phelps 
Comity,  Missouri,  running  from  Re'lt'e  via  Flat  to  Newburg, 
where  a  connection  is  made  with  another  telephone  system 
known  as  the  N^-wburg  Telephone  Company,  how  owned 
and  operate<I  by  Mrs.  Anna  Braniel. 

The  Newburg  Telephone  Company  is  connected  with  the 
telephone  sysiteni  at  Eolla  by  a  toll  line  between  Newburg 
and  Rolla,  approximately  SVn  miles  long.  In  July,  1913, 
the  Eelfe,  Flat  and  Newburg  Telephone  Company,  (herein- 
after called  the  Eelfe  line),  entered  into  the  following  con- 
tract with  the  Newburg  Telephone  Company: 

"  The  following  is  a  contract  and  agreement  by  and  between  B.  S. 
Bramel,  owner  of  the  Newbarg  Telephone  Cmnpany,  hereinafter  desig- 
nated as  the  party  of  the  first  part,  [and]  a  copartnership  and  organiza- 
tion of  individnals  known  as  the  Relfe,  Flat  and  Newbui^  Telephone 
Company,  hereinafter  designated  as  the  party  of  the  second  part,  of 
Phelps  County,  State  of  Missouri,  witnesseth :  That  for  and  in  considera- 
tion of  the  sum  of  $1.00  in  hand  paid,  and  other  considerations  herein- 
after mentioned,  to  the  party  of  the  second  part,  it  is  mutually  agreed 
and  contracted  by  and  between  tlie  parties  hereto  as  follows:  that  the 
said  second  party  will  construct  and  maintain  in  good  repair  during  the 
life  of  this  contract  a  telephone  line  from  Relfe  in  Phelps  County,  Mis- 
souri, via  Flat  to  the  bridge  over  Little  Piuey  River  south  of  the  city 
of  Kewbnrg,  Missouri,  and  to  keep  at  least  five  'phones  in  operation  on 
said  line;  each  'phone  to  pay  to  the  party  of  the  first  part  an  annual 
switchboard  fee  of  $5.00,  for  a  period  of  five  years,  beginning  with 
September  1,  1913,  and  to  pay  the  first  party  50  per  cent,  of  all  tolls 
received  in  transmitting  messages  over  the  line  and  connections  of  the 
said  first  party.  The  party  of  the  first  part  to  maintain  in  good  repair, 
for  transmitting  and  receiving  messages,  a  telephone  system  in  the  city 
of  Newburg,  connecting  with  the  said  telephone  line  at  the  said  bridge 
over  Little  Piney  River,  and  to  furnish  the  second  party  hereto  with 
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switchboard  connections  at  all  times  duriug  the  life  of  this  emitract  with 
the  cities  of  Newburg  and  Bolla,  in  said  county  and  State,  withoat  charges 
other  than  herein  provided,  the  said  first  party  agrees  to  pay  to  the 
second  party  60  per  cent,  of  all  tolls  received  in  transmitting  messages 
over  the  line  of  the  said  secMid  party. 

It  is  further  agreed  and  understood  by  and  between  the  parties  of  this 
contract  that  neither  party  hereto  will  send  a  message  for  a  non-subscriber 
without  ehai^ng  a  regular  toll  rate,  and  it  is  further  agreed  that  at  the 
expiration  of  this  contract  the  said  second  party  is  to  have  the  privilege  of 
renewing  said  contract  for  another  five  years  under  the  same  terms  and 
conditions  of  this  contract. 

Given  under  our  hands  and  seals  this  twenty-eighth  day  of  July,  1913." 
(Signatures  omitted). 

Under  this  contract,  the  Newburg  Telephone  Company 
rendered  switching  service  to  the  subscribers  of  the  Relfe 
line,  to  its  own  exchange,  and  also  rendered  message  service 
to  such  subscribers  over  the  toll  line  to  RoUa  for  a  flat  rate 
of  50  cents  per  'phone,  per  month. 

Ill  addition  to  the  switching  service  rendered  the  Relfc 
line,  the  Newburg  Telephone  Company  renders  switching 
service  to  nine  other  rural  lines.  The  switching  service 
rendered  all  of  these  lines,  including  the  Eelf e  line,  is  of  the 
character  designated  by  the  Commi'ssion  as  Class  A,  Rural 
Service,  i.  e.,  where  the  subscribers  famish  and  maintain 
the  instruments,  ^v^res,  poles,  and  other  necessary  equip- 
ment, the  exchange  company  merely  rendering  switching 
service  at  its  exchange. 

In  November,  1917,  the  Newburg  Telephone  Company 
filed  with  the  Public  Service  Commission  a  new  schedule, 
providing  increases  for  exchange  and  rural  switching  serv- 
ice, to  become  effective  on  December  1, 1917. 

Mr.  E.  S.  Braiiiel,  at  that  time  the  manager  of  the  New- 
burg Telephone  Company,  made  a  showing  to  the  Cotn- 
mission  that  the  increased  rates  were  made  necessarj" 
}ieeause  of  higher  cost  of  labor  and  materials,  and  fled 
proof  of  publication  of  the  proposed  schedule,  and  also 
filed  a  number  of  petitions  or  statements  signed  by  a  large 
number  of  subscribers  asking  that  the  telephone  company 
be  allow^ed  the  rate  increase  proposed. 
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The  rural  switching  rates  on  all  lines  other  than  the 
Rf  If  e  line  were  25  cents  per  month,  per .  'phone.  In  the  new 
schedule  filed  by  the  Newburg  Telephone  Company,  a  rxiral 
switching  charge  of  40  cents,  with  a  5-cent  discount  for 
prompt  payment,  is  provided.  This  schedule  was  not  sus- 
pended by  the  Commission,  and  became  effective  on  Decem- 
ber 1,  1917.  It  included  all  service  rendered  by  the  com- 
jMiny,  and  therefore  applied  to  the  subscribers  on  the  Relfe 
line,  who  were  thereafter  required  to  pay  40  cents  instead 
of  50  ceiits  per  month,  and  were  denied  the  free  service 
over  the  Newburg  to  RoUa  toU  line  theretofore  rendered 
under  the  contract. 

On  April  6,  1918,  the  ottniere  of  the  Relfe  line  filed  their 
complaint  herein  setting  up  the  contract  hereinbefore  men- 
tioned, alleging  that  the  Newburg  Telephone  Company  had, 
since  January,  1918,  refused  to  render  switching  service 
and  service  over  the  toll  line  to  them  unxier  the  tenus  of 
the  contract,  and  praying  that  the  Ooimnission  enter  into 
an  investigation  and  hearing,  and  require  the  defendant 
company  to  render  service  to  such  coraplainonits  upon  the 
terms  provided  in  the  contract,  or  that  it  fix  the  fair,  just 
and  legal  charges  to  be  made  by  the  defendant  company 
for  switching  and  message  service. 

The  answer  of  the  Newburg  Telephone  Company 
admitted  that  the  said  company  refused  to  render  service 
to  the  complainants  under  the  provisions  of  the  contract, 
and  that  it  had  refused  to  -i-enew  such  contract;  that  same 
was  discriminatory  and  unlawful,  and  was  so  held  to  l)c 
by  an  order  of  the  Pubhc  Service  Commission. 

The  EolJa  Telephone  Company,  as  an  intervener,  filed 
its  answer  stating  that  it  had  an  interest  in  the  controversy 
by  reason  of  the  fact  thait  it  owned  an  undivided  one-half 
interest  in  the  toll  line  between  Newburg  and  RoUa;  that 
said  intervening  company  had  no  notice  or  knowledge  of 
the  contract  at  the  time  it  was  entered  into  by  and  beitween 
the  eomplainants  and  the  Newburg  Telephone  Company, 
although  it  directly  affected  the  interest  of  the  said  inter- 
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vpning  company  in  that  it  provided  for  service  to  com- 
plainants over  the  toll  line  between  Newburg  and  Rolla, 
in  which  the  intervening  company  held  an  undi\'ided  interest 
as  aforesaid;  that  said  line  was  exclusively  a  toll  line, 
there  being  no  subscribers  on  same,  and  the  making  of  the 
contract  allowing  any  persoji  or  persons  unlimited  use  of 
the  same,  was  discriminatory  and  violative  of  law. 

A  hearing  was  held  by  a  special  examiner  for  the  Com- 
mission on  the  tweiity-tifth  day  of  November,  1918,  at  Rolla. 

The  evidence  for  the  complainant  showed  that  in  the 
latter  part  of  1917,  some  six  months  before  the  term  of  the 
contract  expired,  the  manager  of  the  Newburg  Telephone 
("onipany  rcfiised  to  render  service  to  complainants  over 
the  Newburg-Rolla  toll  line  for  a  flat  rate  of  50  cents,  as 
provided  in  the  contract;  that  this  toll  line  is  the  only 
means  of  cbnnnunication  complainants  had  with  Rolla. 
(Complainants  also  teatifled  that  the  original  cost  of  the 
Relfe,  Flat  and  Newburg  line  was  about  $650,  and  it  had 
l>een  partially  reconstructed  at  a  cost  of  about  $200;  that 
the  line  was  exclusively  maintained  and  keipt  in  repair  hy 
complainants. 

Mrs.  Annia  Bramel,  the  widow  of  the  former  owner  and 
manager  of  the  Newburg  Telephone  Company,  testified 
that  since  Dpcembcr  1,  1917,  the  effective  date  of  the  rate 
schedule  filed  with  the  Coirnnission,  the  Newburg  Telephoiie 
Company  had  required  the  complainants  to  pay  the  regular 
Class  A  rural  service  charge  of  40  cents  per  month  for 
switching  service,  and  had  charged  them  for  messages  to 
Rolla  the  regular  toll  rate  of  15  cents,  plus  5  cents  for 
government  tax. 

An  exhibit  was  offered  in  evidence  by  Mrs.  Bramel,  which 
shows  the  number  of  the  rural  lines  served  by  the  Newburg 
Telephone  Company,  the  name  or  number  of  each  line,  the 
length  of  each  line  and  the  revenue  derives!  from  each  line, 
for  one  year. 
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This  exhibit,  summarized,  is  as  follows: 
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The  exhibit  also  shows  that  the  Newburg  Telephone  Com- 
pany iiiaintaiiis  A,  B,  D,  E,  F  and  G-  Hues  for  a  distance 
of  2%  miles  from  Newburg,  and  maintains  the  other  lines 
lor  a  distance  of  one-half  mile  from  Newburg. 

There  appears  ivo  unusual  or  distinctive  difference 
lietween  the  Relfe  line  and  the  other  lines,  either  in  the 
(■haratrter  of  the  construction  of  th-e  lines,  the  revenue 
received,  or  the  service  rendered. 

Mr,  Edwin  Long,  owner  of  ^he  Rolla  Telephone  Com- 
})aiiy,  testifieil  that  the  .service  rvmlen'd  by  the  Newburg 
company  to  the  Relfo  line  was  of  the  same  kind  and  char-, 
acter  as  that  rendered  to  other  rural  lines. 

CoMTRACT  Rates. 

Conipiainants  seek  an  order  requiring  a  renewal  of  the 
contract,  and  of  the  5(k;ent  flat  rate  therein  provided,  or 
the  establishment  of  a  fair  rate  for  switching  service  to  the 
Newburg  exchange  and  for  service  over  the  toll  line  to 
Rolla. 

Tho  defendant,  Newburg  Telephone  Company,  contpnd.s 
^he  contract  provides  for  discriminatory  service  to  its  rural 
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lines,  and  asks  tlrat  the  Conmiission  approve  the  applica- 
tion of  tlie  scheduled  switching  charge  of  40  cents,  less  tho 
5-cent  discount  to  all  rural  lines. 

The  interveniiTig  defeaidant,  KoUa  Telephone  Company, 
avei-s  that  the  contract  was  never  valid  and  binding,  inas- 
much as  it  permitted  the  use  by  complainants  of  the  toll 
line  in  which  it  held  an  undivided  one-half  interest,  -without 
remuneration  to  it  for  such  use. 

The  evidence  conclusively  shows  that  the  toll  line  l>etween 
Newburg  and  Rolla  is  used  for  toll  service  only,  and  that 
all  rural  subscribers,  other  than  complainants,  were 
require<l  to  pay  a  15-ceijt  plus  5-cent  rate  for  message 
service  over  same.  It  likewise  a]>pear«  that  the  charging 
of  the  50-cent  flat  rate  for  switching  service  and  for  use  of 
tlw  toll  line  by  complainants  ivsulted  in  an  undue  and 
unreasonable  preference  and  advantage  to  them,  and  sub- 
jected all  other  rural  line  subscribers  to  an  undue  aiiH 
unreasonable  prejudice,  a  condition  prohibited  by  the  pro- 
visions of  Section  87  of  the  Public  Service  Commission 
Law.  The  contract  was  entered  into  after  the  Public  Serv- 
ice Commission  Tjaw  became  effective,  and  therefore  does 
not  come  within  the  tenns  of  the  proviso  coirtained  in  Sub- 
section 4  of  Section  87,  stipra. 

It  is  made  the  duty  of  the  Public  Service  Commission 
to  require  all  public  utilities  operating  in  this  State,  not 
only  to  seiTe  the  public  at  reasonable  rates,  but  without 
discrinii nation.  Hatinihal  Trtist  Company  et  al.  v.  South- 
iresfern  Telegraph  mid  Telephone  Company,  3  Mo.  P.  S.  C. 
451 ;"  Kvott  V.  Southwestern  Telegraph  and  Telephone 
Company,  2  Mo.  P.  S.  C.  531  .t 

In  the  recent  case  Jn  re  Boonville  Telephone  Company. 
No.  1726,%  the  Commission  said: 

"  This  Cominission  has  many  times  expressed  its  disapprovftl  of  the 
inequalities  arisitifi;  from  contracts  containing  provisions  for  free  usmtt 


'  Sec  Commission  Leaflet  No.  51,  p.  878. 
1  See  Commission  Leaflet  No.  46,  p.  1186. 
5  See  supra,  p.  1315. 
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or  for  service  nt  speciitl  rcdueod  and  uuequal  rates.  This  wna  in  the 
iimin  the  anbject  of  the  report  in  Knott  et  al.  v.  Sauthuestem  Telegraph 
and  Telephone  Company*  2  Mo.  P.  S.  C.  563,  and  the  subjects  of  free 
service,  discrimination  in  service  and  the  like  are  thpre  fuDy  discussed. 
The  prior  mlings  of  this  Conunission  and  the  rulings  of  other  commiB- 
sions  in  like  cases  are  s^ven,  and  the  decisions  of  the  courts  of  last  resort 
of  this  State  and  of  many  other  states  are  cited,  holding  that  discrimina- 
tions and  undue  preferences  by  public  service  companies  between  locali- 
ties or  patrons  are  indefensible." 

Out  conclusion  on  this  point  is  that  the  operation,  under 
the  contract  in  quPRtioji  demonstrated  the  practice  of  an 
unjust  discrimination,  and  the  application  of  complainants 
for  tlie  reneiA-al  of  such  contract,  should  be  denied. 

The  Rates  for  Message  Service  ovek  the  Newburg-Roll-v 
Ton.  Line. 

We  aie  unable  to  find  in  the  scheduled  rates  of  the  deftaid- 
aipt  company  or  the  intervening  defendant  company  a  rate 
lor  tlie  use  of  the  toll  line  between  Newburg  and  RoUa, 
jointly  owned  by  the  two  conipanies.  However,  the  evi- 
dence in  this  case  showis  that  the  Newburg  company 
charges  15  cents  plus  5  cents  for  nn'ssages  from  Kewlmrg 
to  Kolla,  and  the  RoUa  company  eliargi-s  a  like  sum  for 
messages  froni  Rolla  to  Newburg. 

The  comptainanls  herein  pray  tliat  tlie  Conmiission 
jirescribe  "  fair,  just  and  legal  "  charges  for  the  service 
heretofore  rendered  under  the  cx)ntract,  which  included 
the  service  over  the  Newburg-RoUa  toll  line.  The  defend- 
ant company  and  the  intervening  defendant  company  have 
file<l  answers  to  this  complaint,  and  each  appeared  at 
I  he  hearing  and  offered  te.-itimony.  Under  these  circum- 
stances the  Commission  has  jurisdiction  over  the  question 
of  reasonable  rates  for  message  service  over  the  toll  line, 
and  has  jurisdiction  of  the  parties  affected  by  such  rates. 

We  are  of  opinion  that  a  15-cent  plus  5-cent  charge 
is  excessive  for  message  service  of  this  kind  over  a 
loll  line  only  8'A  miles  long.  Such  a  rate  very  probably 
restricts  the  proper  u.se  of  the  line.     Rates  for  standard 


*  See  Commission  Leaflet  No.  4fl,  p.  1186. 
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toll  service  do  not  properly  apply  to  this  kind  of  toll  line 
servici'.  Telephone  companies  operating  in  this  Statf 
Ufually  provide  a  special  message  rate  for  short  line 
intei'-city  service^  where  such  service  is  habitually  used  for 
coninmnicatiou  between  two  adjoining  cities. 

A  rate  of  10  cents  for  an  initifil  period  of  five  minntes, 
with  a  5-cent  overtime  rate  for  an  overtime  period  of  fire 
minutes,  appears  to  the  Conmiission  to  be  a  reasonable 
charge  for  message  service  over  this  line.  Inasmuch  as 
the  government  tax  is  not  applicable  to  charges  of  less 
than  15  cents,  it  will  not  apply  to  this  rate. 

The  defendant  company  and  the  intervwiing  companT 
should  each  be  required  to  file  a  schedule  providing  sudi 
a  rate  effective  on  April  15,  1919. 

An  order  so  providing,  will  issue. 

Order. 

This  case  being  at  issue  upon  complaint  and  answers 
of  defendant  and  intervening  defendant,  and  having  been 
duly  heard  and  submitted  by  the  jmrties,  and  full  invepti- 
sation  of  tlie  matters  and  things  involved  having  been  had. 
and  the  Conmiission  having  on  the  date  hereof  made  ami 
filed  its  report  containing  its  findings  of  fact  and  con- 
clusions thereon,  which  said  report  is  hereby  referred  to 
and  nmde  a  part  hereof, 

Now,  upon  tlic  evidence  in  this  case,  and  after  dn" 
deliberation. 

It  in  ordered,  I.  That  the  Oonuni-ssion  finds  from  the  evi- 
dence in  this  case  that  the  contract  entered  into  by  antl 
between  E.  S.  Bramel,  owner  of  the  Newburg  Telephone 
Conipaiij',  and  a  copartnership  and  organization  of  indi- 
viduals, known  as  tlie  Relfe,  Flat  and  Newburg  Telephone 
Company,  on  July  28,  1913,  provided  a  less  compensation 
to  the  said  Newburg  Telephone  Company  for  telephone 
service  rendered  the  said  copartnership  or  organization 
of  individuals  than  that  charged  other  persons  to  whom 
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a  like  and  coiiteiuporaneous  service  was  rendered  under 
the  same  or  substantially  the  same  circumstances  and 
conditions. 

Ordered,  2.  That  the  application  of  the  complainants  for 
an  order  requiring  renewal  of  the  said  contract,  or  the  ren- 
dition of  service  under  the  terms  thereof,  be,  and  the  EMune 
is  hereby,  denied. 

Ordered,  3.  That  the  Commission  finds  from  all  the 
Bvidencp  in  this  case  that  the  toll  rates  now  being  charged 
■  by  the  defendant  Newburg  Telephone  Company,  and  by 
the  intervening  defendant  RoUa  Telephone  Corajmny,  for 
telephone  service  over  the  toll  line  jointly  owned  and  main- 
tained by  said  companies  between  Newburg  and  Bolla,  are 
excessive  and  unreasonable,  and  that  the  maximum  special 
toll  rates  hereiji  prescribed  are  reasonable  and  just  for 
such  service. 

Ordered,  4.  That  the  said  defendant  and  intervening 
defendant  file  with  the  Commission  on  or  before  the  fif- 
teenth day  of  April,  1919,  proper  schedules  eootaining  a 
rate  of  10  cents  for  an  initial  periwi  of  five  minutes,  and 
a  5-cent  overtime  rate  for  an  overtime  period  of  five  min- 
utes, for  all  message  service  reiHlered  the  public  over  the 
i^aid  toll  line  between  Newburg  ami  Bolla,  and  on  and 
after  said  fifteenth  day  of  April,  1919,  charge  and  collect 
said  rates  for  such  service. 

Ordered,  5.  That  complainants,  defendant,  intervening 
defendant,  and  any  other  parties  interested  herein,  be, 
and  they  are  hereby,  given  leave  at  any  time  after  an 
actual  test  of  the  rates  prescribed  and  proniulgwted  herein 
Jias  been  niade,  to  apply  to  the  Commission  by  motion  or 
supplemental  petition  for  a  modification  or  revision  of  such 
rates,  if  found  to  be  unreasonable  or  unjust  to  complain- 
ants, defendant,  intervening  defendant,  or  the  public,  and 
that  the  Commission  reserves  jurisdiction  of  the  subject 
matter  for  the  purpose  of  entering  such  additional  or 
supplemental  order  or  orders  as  the  facts  may  warrant. 
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Ordered,  6.  That  this  order  shall  take  effect  on  March  o, 
1919,  and  that  the  secretary  of  the  Conunission  forthwith 
serve  on  complainants,  defendant,  and  intervening  defend- 
ant, certified  copies  of  this  order  and  the  report  filed 
herein,  and  that  such  parties  be,  and  they  are  hereby, 
required  to  notify  the  Commission  in  the  manner  required 
in  Section  25  of  the  Public  Service  Commission  Law, 
whether  the  terms  of  the  order  will  be  accepted  and  obeyed. 

March  1,  1919. 
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State  Railway  Commission. 

In  re  Application  of  Cedar  County  Farmebs  Telephone 
CoMPANV  FOB  Authority  to  Increase  Eates. 

Application  No.  2293. 

Decided  January  24,  1919. 

Extenslan  of  Time  for  0<»iipl«tiikK  Beconstmctloii,  GTuited  —  Hodiflca- 

tion  of  Order  to  Fennit  Mora  tiiui  Ten  Subecilben  per  Line,  «t 

Beqaest  of  Majority  of  Snbscribera  on  Line,  Authorized. 

Findings. 
On  July  6,  1917,  the  Coniiiiissioii  issued  a  first  supple- 
mental order,'  in  tlie  above  matter,  providing  for  certain 
rates  for  teleplione  service  and  certain  rules  and  regula- 
tions governing  accounting  of  the  company.  One  provision 
of  the  order  reads  as  follows : 

"  It  is  further  ordered,  That  within  one  year  from  the  effeotive  dote  of 
this  order,  applicant  herein  shall  re<>on)itrnct  its  farm  lines  in  such  mannei' 
as  may  reduce  the  number  of  Mubscribers  on  eaeh  line  to  a  maximnm 
of  ten." 

In  ordert  entered  July  15,  1918,  tliis  date  for  complet- 
ing the  reconstruction  was  ex'tended  to  February  1,  1919. 

Applicant  now  asks  that  the  questiorr  of  cutting  the  lines 
in  two  be  left  optional  with  the  subscribers,  it  being  stated 
that  some  farm  lines  with  more  than  ten  subscribers  are 
anxious  to  retain  the  present  nunilMT  of  subscribers  for 
social  and  business  purposes.  As  long  as  the  service  is 
satisfactory  to  the  subscribers,  the  Commission  knows  of 
no  reason  why  the  question  of  division  of  the  lines  should 
not  be  left  to  a  majority  of  the  subscribers  on  that  line. 

The  company  shows,  also,  that  for  the  same  reasons  that 
an  extension  of  time  in  which  to  complete  this  improvement 


*  See  ConuniBsion  Leaflet  No.  68,  p.  370. 
t  See  Commisaion  Leaflet  No.  81,  p.  983. 
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ISA. 
was  granted  the  changes  have  not  entirely  been  oompleted. 
The  Coniniission  does  not  desire  'to  impose  the  burden  of 
winter  construction  upon  the  company,  and  for  that  reason 
will  grant  an  extension  of  time  to  complete  the  rebuildiii.E 
to  September  1,  1919,  the  company,  however,  io  push  the 
work  as  fast  as  circumstances  will  allow. 

Third  Supplemental  Order. 

//  is,  therefore,  ordered  bp  the  Nebraska  State  Railnaif 
(■ominission,  That  the  date  on  which  the  farm  lines  of  the 
Cedar  County  Fanners  Telephone  Company  were  to  have 
been  reconstructed,  as  per  the  terms  of  the  provision  of 
the  order"  of  July  6,  1917,  quote<l  above,  be,  and  it  hereby 
is,  extended  to  September  1,  1919,  the  company,  however, 
to  push  the  work  of  recons^niction  as  rapidly  as  circnm- 
stances  will  permit. 

It  is  further  ordered,  That  where,  on  pf*tition,  a  major- 
ity of  subscribers  on  a  farm  line  of  more  than  ten  subscrib- 
ers asks  that  a  division  of  the  line  be  not  made,  such  request 
of  subscribers  may  be  followed  unless  the  minority  sub- 
scribers on  said  line  show  that  the  service  is  unsatisfaetory. 

Made  and  entered  at  Lincohi,  Nebraska,  this  twentv- 
I'ourtli  day  of  January,  1919. 


Jn  re  Appi-irATioN  of  Beavep.  City  Telephone  Exchange 
FOR  Authority  to  Revise  its  Rates. 

Appli<'ation  No.  2381. 

Decided  January  29,  1919. 

Bates  Fixed  by  PiOTions  Order  Directed  to  Become  Effectfve  UpM 

Installation  of  Haw  Switcliboard. 

Supplemental  Order. 

Whereas,  notice  has  been  filed  with  the  Nebraska  State 

Railway    Commission    by    the    Beaver    City    Telephwie 

•  See  Commission  Leaflet  No.  68,  p.  3W> 
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Exchange  that  a  new  switchboard  of  an  approved  pattern 
and  of  ample  capacity  to  care  for  its  busin'ess  growth  for 
some  time  to  come  has  been  installed  and  is  ready  for 
operation, 

It  is,  therefore,  ordered  by  tlie  Nebraska  State  Railway 
Commission,  That  the  rates  named  in  order"  of  the  Com- 
mission dated  July  23,  1918,  be,  and  they  are  hereby, 
authorized  to  betiome  effective  Februarj'  1,  1919. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty- 
ninth  day  of  January,  1919. 


In    re    Application    of   the    Beaver  Valley    Telephone 
Company  for  AirxHOBiTY  to  Increase  Rates. 

Application  No.  3737. 

Decided  January  29,  1919. 
B»tM  for  Ezteiislon  Telephonss  and  Extenflion  Bdls  Approvsd. 

Order. 
Application  having  l>een  made  by  tbe  Beaver  Valley  Tele- 
jihone  Company  of  Danbury,  Nebraska,  for  autliority  to 
puItJisU  rates  tor  .'^pwial  sen'ice  as  follows; 

Extension  sets $0  50  per  month 

Extension  bells  (small) 1  00  per  year 

Extension  bells  (loud  rin^ng) 1  60  per  year 

Atttlioriaation  of  tliese  special  service  rates  having  been 
inadvertently  oniUte^l  from  the  ordei"t  dated  January  11, 
1919,  it  was  on  motion  <lirected  that  tJiese  special  rates  be 
approved  as  set  out  above  and  applicant  be  notified  by 
letter  to  that  effect. 

January  29,  1919.1 

"  See  Commission  Leaflet  No.  81,  p,  990. 

t  See  Commission  Erfaflet  No.  87,  p.  1041. 

t  Letter  of  secretary  of  Nebraska  State  Railway  Commission  to 
Mr.  George  R.  Miller,  secretary  of  Beaver  Valley  Telephone  Company, 
Danbnr;,  Nebraeka,  January  30,  1919. 
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In  re  Appucation  op  Farmers  Cooperative  Telephoke 
Company  of  Jansbn  fob  Approval  of  Installatiok 
AND  Moving  Charges. 

Application  No.  3815. 

Decided  February  4,  1919. 

Inatallation  and  HoTing  C^argeB  Anthoiised  —  Joint  User  Bates  ud 

Bates  to  be  Charged  Dniing  Temporaiy  Snspension  of  Berrice, 

Fixed. 

Findings. 

Applicant  herein  desires  to  publish  a  eliarge  of  $1.00  for 
each  new  installation  and  for  each  move  of  telephone  equip- 
ment.   It  has  not  heretofore  made  charge  for  such  services. 

The  Commission  has  gone  extensively  into  this  question 
and  has  heretofore  determined  that  charges  under  certain 
circumstances  should  be  made  for  installations  and  moves. 
It  has  approved  a  set  of  rules  for  installations  and  moves, 
which  it  considers  applicable  to  all  exchanges  "within  the 
State'.  ■  It  ia  of  tlie  opinion  that  standard  rules  approved 
hy  it  should  be  authorized  for  this  t-ompany  ratlier  than 
the  rate  proposed  by  applicant. 

Order. 
It  is,  therefore,  ordered  by  the  Nebraska  State  Railway 
Commission^  That  the  Famiers  Cooperative  Telephone 
Company  of  Jansen,  Nebraska,  be,  and  it  hereby  is,  author- 
ized to  publish,  effective  February  15,  1919,  the  following 
I'ules  and  regulations  concerning  new  itelephone  installa- 
tions and  moves: 
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For  moving  telephone  from  one  house  or  bailding  to 

another  bouse  or  building $2  00 

For  moving  telephone  from  one  location  to  another 

location    50 

For  reinstalling  telephone  that  has  been  ordered  out. .       2  00 

For  buaine&s  'phone  temporarily  on  dead  line 1  2.5  per  month 

For  residence  'phone  temporarily  on  dead  line 75  per  month 

For  two  business  firms  occupying  same  building  and 
using  same  'phone,  the  names  of  both  firms  appear- 
ing  in    directory,    a.    charge  additional   to  regular 

bnsiness  rate  for  one  'phone 1  00  per  month 

For  two  families  living  in  same  house  using  same 
'phone,  names  'of  both  families  appearing  in 
directory,  a  charge  additional  to  regular  residence 
rate  for  one  'phone 75  per  month 

Provided,  that  where  a  subscriber  has  u^ied  the  telephone  continuously 
for  twelve  months  or  more  without  moving  or  without  having  ordered 
it  out,  such  subscriber  shall  be  entitled  to  one  removal  or  change  or  a 
reinstallation  without  chai^;  if  said  removal  or  change  is  ordered  before 
the  expiration  of  one  year  of  service  or  before  one  year  shall  have  elapsed 
since  the  last  removal  or  change,  such  subscriber  shall  pay  the  sum  of 
$2.00  as  set  forth  above,  same  to  be  credited  to  the  subscriber's  service 
chai^  over  a  sufBeient  period  during  the  closing  months  of  the  year 
following  such  removal  or  change  to  absorb  said  payment. 

Made  and  entered  at  Lincoln,  Nebraska,  this  fourth  day 
of  February,  1919. 


In  re  Applu'ation  of  Farmers  Union  Telephone  Company 

OF   WiNNKTOON  FOB  AUTHORITY  TO  INCREASE  RaTES. 

Application  No.  3768. 

Decided  February  5,  1919. 

lUteB   for   Matallic    Circuit   Business   Ssrrice   Fixed  —Discount    for 
-   Prtnapt  Payment  Anthorizod^  Optional  Hessa^e  on  Flat  Toll 
Rftte  In  Lieu  of  Free  luterexchange  Service  Author- 
ized —  Oonstntctlon  of  Clsu  Toll  Une  Ordered. 

Findings. 

The  Farmers  Union  Telephone  Company  of  Winnetoon, 

Nebraelra.,  made  application  to  the  Commission  for  author- 


DigilizcdbyCoO^le 


iy."}l'  Xebrasiva  State  Railway  Commission. 

ity  to  publish  a  rate  for  metallic  party  line  business  serviet- 
at  Center,  Nebraska,  sm-h  rate  to  be  whatever  the  Commis- 
sion deemed  proper.  It  also  asked  authority  to  publish  a 
flat  aimual  rate  for  added  exchange  service  between  Winne- 
toon  and  Verdigre,  between  Centner  and  Verdigre,  betwwn 
Wimietoon  and  Creighton,  and  between  Center  and  Creigh- 
ton.  Applicant  further  asked  that  provision  Ire  made  for 
charging  non-subscribers  between  Center,  Creighton,  Ver- 
digre and  Wiunetoon. 

This  matter  was  goife  into  carefully  by  the  Commission 
with  A.  A.  Baker,  secretary  of  the  compan^v,  and  it  was 
found  that  applicant  company  was  furnishing  a  consider- 
able amount  of  service  for  nothing  where  properly  the 
exchange  should  derive  a  revenue.  This  included  non- 
i^ubscriber-s '  use  of  lines  of  the  Wiunetoon  company  between 
AVinnetoon  and  adjacent  towns  of  Creighton  and  Wrdigre. 
and  also  use  of  the  lines  between  Winnetoon  and  Center. 

Applicant  desired  very  much  that  the  rate  for  basine.«s 
service  at  Creighton  be  fixed  for  $2.25  net.  Inasmuch  as 
the  busiikcss  rate  at  Winnetoon  is  $1.75,  the  Commissioii 
was  unable  to  see  the  justice  of  that  part  of  the  application. 

It  is  of  the  opinion,  and  so  finds,  that  the  rate  for  this 
metallic  party  line  business  ser\'ic4>  at  Center  should  be 
$1.75  net  and  $2.00  gross,  the  discount  of  25  ceuts  to  be 
allowed  where  bills  are  paid  on  or  before  the  tenth  of  the 
month  in  which  sei'\-ice  is  rendered. 

Applicant  feels  that  the  rents  will  not  properly  pay  a 
return  on  the  investment  and  maintain  this  metallic  line 
for  a  distance  of  10  or  12  miles,  but  the  Conmiission  is  of 
the  opinion  that  the  toll  service,  both  flat  and  per  message, 
which  ^\^ll  move  over  this  same  party  line  should  bear  its 
portion  of  the  co-^it  of  maintenance. 

SubscrilMTs  of  tlie  Walnut  Telephone  Company,  lying  to 
the  west  of  Verdigre,  have  access  to  the  Verdigre  exchange 
and  through  that  reach  Winnetoon  and  Center.  This 
service  has  been  secured  in  the  past  for  nothing,  although 
the  Winnetoon  company  ovims  the  lines  between  Verdigre 
and  Winnetoon  and  between  Winnetoon  and  Center  and 
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maintains  the  same.  The  line  between  Winnetoon  and  Ver- 
digre  is  single  wire  with  subscribers  attached.  The  eyi- 
denee  showed  a  considerable  amount  of  business  between 
\'erdigre  and  Center.  The  Conunission  is  of  the  opinion 
that  at  an  early  date  the  Winnetoon  company  should  pro- 
vide a  purely  toll  line  between  Verdigre  and  Winnetoon  in 
order  to  properly  care  for  this  business.  Rates  will  be  pro- 
vided herein  to  warrant  such  investment.  Inasmuch  as  the 
Verdigre  switches  for  Walnut  subscribers,  Verdigre  will 
bt!  responsible  for  the  toll  calls  originating  at  Walnut 
and  destinating  at  Center  or  Wiiuietoon,  which  calls,  so  far 
ns  the  lines  of  the  Winnetoon  company  are  concerned,  will 
he  handled  on  the  same  basis  as  the  Verdigre  calls. 

The  evidence  presented  by  Mr.  Baker  showed  that  the 
toll  line  between  Creighton  an<l  Verdigre  through  Winne- 
toon is  all  owned  by  applicant  and  that  it  has  derived  no 
leveiiue  either  from  its  wire  mileage  or  in  handling  the 
messages  through  the  Winnetoon  switchboard.  Thus,  a 
certain  expense  is  loaded  on  to  the  Winnetoon  subscribers 
which  should  be  borne  by  the  miscellaneous  users  of  this 
service.  It  has  been  the  practice  for  the  originating 
exchanges  to  keep  these  toll  charges,  and  also  by  mutual 
agreement  it  has  been  the  practice  where  flat  rate  added 
exchange  ser\'ice  is  provided  that  the  originating  company 
in  each  instance  keep  what  it  collects.  In  fixing  proper 
rates  for  this  service  at  Winnetoon  and  adjacent  towns,  the 
Coimnission  is  of  the  opinion,  and  so  finds,  that  arrange- 
ments in  the  future  should  lie  on  such  a  basis  as  to  properly 
reimburse  the  Fanners  Union  Telephone  Company  of 
Winnetoon  for  its  mileage  in  toll  lines,  and  if  it  is  impos- 
Kibie  to  arrange  an  equitable  understanding  with  adjacent 
exchanges  on  a  divi-iion  of  these  revenues,  the  Commission 
will  undertake  to  provide  such  division  upon  complaint 
to  it. 

Obdeb. 

It  is,  therefore,  ordered  by  the  Nebraska  State  RaUway 
Commission,  That  from  and  after  March  1, 1919,  the  Farm- 
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ors  Union  Telephone  Company  of  Winnetoon,  Nebraska, 
be,  and  it  hereby  is,  authorized  to  publish  and  collect  the 
foUowinff  rates  for  short  line  toll  business  and  added 
exchange  service: 

1.  All  calls  except  flat  rate  subscribers  betweea  Verdigre  and  Winne- 
toon, 10  cents  per  messa^. 

2.  Optional  flat  rate  service  between  Verdigre  and  Winnetoon,  ^.OO 
jier  subscriber,  per  annum. 

3.  All  calls  between  Creigtitun  and  Winnetoon,  except  from  flat  rate 
subscribers,  10  cents  per  message, 

4.  Optional  flat  rate  service  for  snbscribers  between  Creigbton  and 
Winnetoon,  $1.50  per  anniun. 

6.  Optional  subscribers'  flat  rate  service  l>etween  Creighton  aiid  Center, 
$2.00  per  annuni. 

6.  Optional  subseribprs'  flat  r»tf  service  between  Verdigre  and  Center. 
$2.00  per  annuni. 

7.  All  ealls  between  Verdigi-e  and  Center,  except  from  flat  rate  stations, 
15  cents  per  call. 

8.  All  calls  between  Creigliton  and  Center,  except  from  flat  rate  sub- 
scribers, 15  cents  per  call. 

0,  Party  line  business  service  at  Center,  $2.00  per  montb,  with  dis- 
count of  25  cents  per  month  where  bills  are  paid  on  or  before  the  tenth  of 
the  month  in  which  service  is  rendered. 

It  is  further  ordered,  That  in  the  service  denoted  above 
as  No.  1  to  No.  8  in<'lusive  each  exchange  should  be  respon- 
sible for  the  collections  of  the  per  message  charges  and  the 
flat  rate  service  originating  on  that  exchange.  Division 
of  th*-  revenues  shall  be  upon  a  basis  mutually  agreed  upon, 
proper  allowance  being  made  for  the  fact  Ihat  the  Farmer;? 
Union  Teleplioiie  Comjmiiy  of  Winnetoon  owns  all  the  lines 
over  which  these  messages  pass. 

It  IN  further  ordered,  That  at  an  early  date  applicant 
herein  shall  construct  a  toll  line  between  Verdigre  and 
Wiiuietoon  not  obstructed •  by  part>-  line  snbscribers. 

Ma<le  and  entered  at  Lincoln,  Nebraska,  this  fifth  day 
(if  February,  1919. 
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In  re  Application  of  Flattb  Valley  Telephone  Company 
FOR  Authority  to  Increase  Toll  Rates. 

Application  No.  3756. 

Decided  February  8,  1919. 

EiUbUduii«nt  of  Toll  Bates  in  Lien  of  Free  Int«rexcliuiKe  Service 
Aathoriztd. 

Findings. 

This  is  an  application  praying  for  authority  to  increase 
the  toll  rates  ot'  the  Platte  Valley  Telephone  Company  25 
per  cent,  and  to  eliminate  free  service  between  certain  ol" 
its  exchanges.  By  request  of  applicant  the  hearing  upon 
the  application  for  the  increase  in  the  toll  rates  is  postr 
poned  to  some  future  date,  the  application  to  remain  on 
tile. 

Applicant  owns  and  operates  ten  exchanges,  seven  of 
which  are  in  Nebraska,  viz.,  Scottsbluff,  Gering,  Bayard, 
Melbeta,  Minatare,  Mitchell  and  Morrill.  With  the 
exchanges  of  Torrington,  Lingle  and  Guernsey,  Wyoming, 
we  are  not  concerned.  At  the  present  time  free  service  is 
furniwhed  between  the  following  exchanges,  to-wit,  Morrill 
and  Mitchell,  Mitchell  and  ScottsbluiT,  Mitchell  and  Gering, 
Scottsbluff  and  Minatare,  Gering  and  Mell)eta,  Gering  and 
Minatare,  Minatare  and  Melbeta,  and  Scottsbluff  and 
(Jering.  It  is  proposed  to  continue  the  free  .'service  between 
Minatare  and  Melbeta  and  Scottsbluff  and  Gering.  Between 
the  other  exchanges  mentioned  the  proposal  iw  to  eliminate 
the  free  service  and  apply  a  rate  of  10  cents,  this  rate  to 
be  applica'ble  where  the  message  originates  on  one  exchange 
and  terminates  on  another  without  going  through  an  inter- 
mediate exchange.  Where  the  message  goes  through  an 
intermediate  exchange  the  regular  toll  rates  now  on  file  are 
to  apply. 

Notices  of  this  application  were  sent  by  the  Commission 
to  the  chairman  of  the  village  board  in  each  town  affected 
and  to  all  of  the  newspapers  in  that  territory.     Only  one 
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protest  was  i-efieived.  A  petition,  iiiuiierously  signed,  by 
citizens  of  Gt'ring  and  vicinity  was  received,  the  burden  ot 
the  protest  lieing  direotei:!  at  the  sen'ioe  now  furnished  by 
■the  applicant. 

In  support  of  its  applica'tion  for  the  elimination  of  the 
free  service,  applicant  states  that  notwithatanding  it  main- 
tains from  two  to  six  trunk  lines  between  the  various 
exchanges  the  traffic  is  so  heaA^.'  that  messages  are  seriousl>' 
delayed  and  interfered  with.  While  the  service  under  the 
rules  of  the  company  is  presumed  to  be  extended  only  to 
s'ubscribers  of  tlie  company,  the  fact  is  that  it  is  used  indLv 
eriminately  by  subscribers  and  the  general  public.  Tt  is 
impossible  for  the  company  to  properly  police  this  spr\-ice 
and  prevent  non-subeeribers  from  making  use  of  its  lines. 
It  is  further  contended  —  and  the  contention  is  borne  out 
by  the  exjierience  of  the  Conmnssipn — that  the  greater 
portion  of  the  traffic  consists  of  other  than  business  or 
necessary  calls.  The  result  is  that  the  lines  ure  held  for 
lengthy  visits  between  those  making  use  of  the  lines,  to  the 
general  detriment  of  the  service.  It  is  asserted  that  the 
application  of  a  10-cent  message  rate  will  eliminate  very 
largely  the  trivial  and  unimportant  traffic  and  permit  those 
who  have  business  or  important  messages  to  secure  prompt 
service. 

It  is  further  contended  by  the  company  that  the  con- 
Ktantly  increasing  costs  of  operation  compel  it  to  either 
adopt  certain  economies  or  apply  for  an  increase  of  rates. 
It  was  felt  tliat  the  elimination  of  the  free  service  would 
be  a  step  in  the  direction  of  the  economy  desired.  A  state- 
ment of  the  operating  revenues  and  expenses  of  the  com- 
pany for  the  month  of  October,  1918,  and  a  comparison 
■ftith  the  same  month  of  the  year  previoiis  confirms  this 
contention. 

It  is  the  opinion  of  the  Commission  that  the  applieation 
of  the  company  is  reasonable.  The  situation  described  with 
reference  to  the  overloading  of  the  trunk  lines  is  an 
invariable  accompaniment  of  unlimited  free  service.  It  is 
impossible  for  a  company  to  maintain  prompt  and  efficient 
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.  service  between  exi'hangcs  where  it  is  operated  on  a  free 
Imsis.  The  company  proposes  to  continue  a  free  exchange 
of  service  between  1:he  towns  of  Geriiiff  and  Scottsbluff  and 
Alelbcta  and  Minatare.  These  towns  are  contiguous  to  each 
other,  only  the  Platte  River  is  intervening.  The  close  rela- 
tionship existinf^  between  Scottsblnff  and  Gering  and 
between  Minatare  and  Melbeta,  makes  desirable  an  exchange 
of  service  which  treats  them  as  practically  single  exchanges. 

Obder. 

It  is,  therefore,  ordered,  Thitt  the  Platte  Valley  Telephone 
Company  be,  and  the  same  hereby  is,  authorized  to  elim- 
inate the  free  service  now  furnished  between  the  following 
exchange.^,  to-wit,  Morrill  and  Mitchell,  Mitchell  and  Scotts- 
bluff,  Mitchell  and  Gering,  Scottsblnff  and  Minatare, 
Gering  and  Melbeta,  and  Gering  and  Minatare;  and  make 
a  charge  of  10  cents  per  message  on  all  calls  between  the 
exchanges  mentioned. 

It  is  further  ordered,  That  tlie  free  service  between 
Minatare  and  Melbeta  and  between  Sco1:tsbluff  and  Gferiiig 
be  not  disturl>ed. 

Made  and  entered  at  Lincoln,  Nebraska,  this  eighth  day 
of  February,  1919. 


In  re  ApPLirATioN  of  the  Wyoming  and  Nebraska  Tele- 
phone Company  for  Authority  to  Increase  Rates. 

Application  No.  3736. 

Decided  February  10,  1919. 
BaBinesa,  Beradencs,  Svitdung  uid  Eztenaion  Bates,  Approved. 

Supplemental  Order. 

In  the  original  order*  in  tliis  case  the  Commission  by 

inadvertence  fail«Hl  to  name  rates  for  the  various  classes 

of  service  at  the  Cody  exchange  of  applicant  company.    The 


■  See  Commission  Leaflet  No.  86,  p.  730. 
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financial  fondition  of  the  company  applies  with  as  much 
effpct  to  the  Cody  exchange  as  to  the  other  exchanges,  and 
the  increase  approvetl  for  tlie  remainder  of  the  system 
should  be  made  to  apply  to  the  rates  for  service  at  Cody. 

It  is,  therefore,  ordered,  That  the  original  order*  in  this 
case  be  amended  so  as  to  authorize  the  Wyoming  and 
Nebraska  Telephone  Company,  applicant  herein,  to  charge    - 
and    collect    the    following    seaJe    of   nates    for   its    Codj- 
exchange : 

Individnal   business $3  25 

Individual  resideace 2  00 

Switching  service 60 

Business  extension 1  OO 

/(  is  further  ordered,  That  all  of  itlie  other  pro^nsions  and 
conditions  of  the  original  order"  shall  be  applied  to  the 
rates  herein  prescribed  for  the  Cody  exchange. 

This  order  to  be  effective  as  of  February  1,  1919. 

Made  and  entered  at  Lincoln,  Nebraska,  this  tenth  day  of 
Febmarj,  1919. 


In    re    XTniform    System    of    Accouts'Ts    for    Telephone 
Companies. 

General  Ortler  No.  45. 

Decided  February  11,  1919. 

Unifonn  System  of  Accounts  foi  Olasa  0,  0\aaa  D  uid  Olus  E  Tetopbime 
OonqiuiiM,  Approved. 

Findings. 
The  Connnission  having  under  consideration  a  uniform 
system  of  telephone  accounting  to  be  prescribed  for,  and 
kept  by  telephone  companies  in  the  State  of  Nebraska, 
whose  annual  operating  revenues  are  $50,000  or  less  (not 
including  exclusively  nmtual  telephone  companies),  finds 

•  See  Commission  Leaflet  No.  86,  p.  730. 
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i'roni  the  record  and  testiiitoiiy  introduced  at  a  hearing, 
hfid  on  the  initiative  and  order  of  the  Commission  to  show 
cause,  that  a  unifonn  sj's^eni  of  telephone  accounting  is 
necessary  for  tlie  proper  administration  of  the  rates  and 
service  of  telephone  companies  located  in  Nebraska. 

The  Commission  is  further  of  the  opinion  that  the  classi- 
fication of  telephone  accounts  and  the  nt-cessary  books  and 
blanks  considered  at  the  hearing  b^ld  in  the  Capitol  build- 
ing in  Lincoln  on  January  29, 1919,  are  just  and  reasonable, 
and  should  be  promulgated  for  all  classes  C,  D,  and  E  tele- 
phone companies,  as  prescriljod  in  the  system  of  telephone 
iiccounting  contained  in  Exhibit  A  and  the  Appendix 
(omitted)  thereto,  which  are  hereby  niade  a  part  of  the 
findings  and  order  in  these  proceedings. 

An  order  will  be  entere^l  in  accordance  with  these 
findings. 

Order. 

//  is,  therefore,  ordered  hy  the  NebrasM  State  Railway 
Commission,  (1)  That  the  uniform  system  of  telephone 
accounting  for  Cla.see«  C,  D,  and  E  telephone  companies 
contained  in  Exhibit  A  which  is  hereby  made  a  part  of  this 
order,  together  with  the  general  and  special  instructions 
pertaining  thereto,  and  the  appendix  thereof  containing  a 
draft  of  the  books  and  blank  forms  necessary  for  the 
installation  of  said  accounting  system,  are  approved  and 
established  by  the  Conmiission. 

It  i.s  further  ordered,  (2)  That  parts  I.  and  III.  of  Exhibit 
.V  aii<l  tlie  Appendix  thereto,  being  the  uniform  system  of 
leleplione  accounting  herein  established,  shall  be  used  by 
telephone  companies  having  an  annual  operating  revenue 
of  not  more  than  $50,(K)0  or  less  than  $5,000,  same  to  be 
known  as  Class  C  and  Class  D  companies. 

That  telephone  companies  who  are  common  carriers 
under  the  Railway  Commission  Act,  whose  annual  operat- 
ing revenue  is  $5,000  or  hws  shall  be  known  as  Class  E 
companies,  and  shall  keep  the  accounts  and  use  the  forms 
as  promulgatfMl  in  jmrts  II.  and  III.  as  provided  in  Exhibit 
A  and  the  Appendix  thereto. 
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That  each  and  every  such  telephone  company,  and  each 
and  every  receiver  or  operating  trustee  of  any  such  tele- 
phone oonipanies  be  re(iuire<t  to  keep  all  accounts  and 
use  the  books  of  record  ami  the  necessary  forms  herein 
Ijrojnulgated. 

/(  is  further  oideted,  (3)  That  a  copy  of  this  order 
lopether  with  Exhibit  A  containing  the  uniform  system  of 
telephone  accounting  herein  prescribed  shall  be  seiiit  to 
each  an<l  every  teleplione  conii>any  affected  by  this  order, 
and  to  each  and  every  receiver  or  ojK^ratinE  trustee  of  any 
hueh  telephone  company. 

It  is  further  ordered,  (4)  Tliat  February  15, 1919,  be,  and 
the  same  is  hereby,  fixed  as  the  date  on  which  the  said  issue 
of  the  uuifonii  s>-stem  of  telephone  aceountins  for  Classes 
C,  D  and  E  companies  shall  become  effective.  Proridefl, 
however,  that  tlie  system  shall  not  be  installed  by  any  tele- 
phone company  affected  hereby  until  the  necessarj-  book.*- 
of  ■  record  and  blank  forms  have  l)een  secured  by  the 
company. 

Made  and  entered  at  Lincoln,  Nebraska,  this  eleventh  day 
of  Februarj,  1919. 


In  re  Application  of  Kearney  County  Independent  Tele- 
phone Company  for  Authority' to  Increase  Rates. 

Application  No.  3804. 

Decided  February  15,  1919. 

Incnasa  in  IUt«B  Antboiized  —  Disconnt  for  Anniul  Advance  VmymtoA 

Approved  — Badnced  Bates  to  Sabacriberg  Owning  Telephones 

Anthorized  —  Dividends  Limited  to  7  Per  Cent —  Use 

to  be  Itade  of  Snrplns  Outlined. 

Findings. 

The  Kearney  County  Independent  Telephone  Company, 

u[)eiatinfi;  in  and  around  Norman  and  Heartwell,  Nebraska. 

has  asketl  the  authoritv  of  the  Commission  to  advance  its 
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rates  25  cents  per  month  on  all  classes  of  service  so  that 
the  rates  would  he  as  t'ollows : 

Business,  residence,  and  farm  tine  service  where  sub- 
ecribw  owns  instrument $1  25  per  month 

Business,  reaideDce,  and  farm  line  service  where  com- 
pany owns  instrument 1-50  per  month 

From  above  rates  $2.00  per  annum  discount  when  service  is  paid  for 

one  year  in  advance. 

The  Commission  hais,  after  careful  checking  of"  Its 
records  relative  to  this  company,  deemed  it  not  necessary 
to  hold  a  hearing.  The  company  is  not  organized  for 
profit  and  has  never  paid  dividends  to  its  stockholders.  It 
claims  to  have  assets  of  $18,650,  while  the  stock  outstanding 
and  paid  tor  amounts  to  $13,080.  The  Commission  has  no 
knowledge  whether  the  assets  are  as  much  as  the  company 
sets  them  forth  and  for  the  purposes  of  this  case  does  not 
consider  it  necessary  to  ascertain  the  I'act. 

The  records  of  the  Commission  show  that  for  the  past 
five  years  at  least  the  eoiapaiiy  has  spent  more  than  the 
normal  amount  on  maintenance,  even  after  allowance  is 
made  for  new  construction  being  erroneously  included  with 
maintenance.  The  amount  spent  ajid  the  percentage  of 
assets  for  a  number  of  yeai"s  are  as  foll'ows : 

1914  1915  1916  1917  1918 

Maintenance  ex- 
pense      $2,595  34    $2,796  72   $2,268  82    $2,255  49    $3,286  27 

Percentage  of  as- 
sets        ISYa  UVz  ll'/a  12  17 

In  1918  the  company's  revenues  amounted  to  $5,592.02, 
ihe  expenses  to  $5,617.72,  and  a  net  loss  of  $:^5.70.  No  divi- 
dends were  paid  on  the  property  and  the  general  expenses 
were  unusually  low  for  a  company  of  tliis  size.  Some  of 
the  unusually  high  maintenance  ex]>enses,  as  stated  before, 
may  have  been  used  for  the  construotion  of  property,  but 
the  assets  statements  of  the  company  for  the  past  fi^ve  years 
show  only  about  $1,200  of  property  added  from  the  rates, 
or  $240  per  annum.    The  company  has  added  53  subscribers 
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in  the  past  seven  years.  Both  figures  are  quoted  to  show 
that  the  company's  expenditure  in  new  eonetruction  has  not 
been  responsible  for  its  present  deficit.  The  additional 
rates  vd]l  provide  a  inaximuin  of  $1,370  additional  revenue, 
whicli  will  probably  be  reduced  by  annual  payments  in 
advance  and  the  discount  thereon.  The  Commission  will 
authorize  the  increased  rates,  but  will  require  that  the  sur- 
]>lus  revenue  be  used  in  maintaining  the  present  properties, 
or  be  held  in  ca-sh  surplus  until  further  showing  to  the 
Commission. 

Obdeb. 
It  is,  therefore,  ordered  by  the  Nebraska  State  Railway 
Commission,  That  the  Kearney  County  Independent  Tele- 
lihone  Company  be,  and  it  hereby  is,  authorized  to  publish 
and  polleet,  effe<'tive  March  1,  1919,  the  following  rates  for 
telephone  service  on  its  exchanges  at  Norman  and  Heart- 
well,  Nebraska : 

Business,  residence,  and  farm  line  service  where  sub- 
scriber owns  inatmment $1  25  per  month 

Business,  residence,  and  farm  line  service  where  com- 
pany owns  instrument 1  50  p«r  month 

From  above  rates  $2.00  per  annum  discount  when  service  is  paid  for 

one  j-ear  in  advance. 

It  is  further  ordered.  That  applicant  company  shall  first 
pay  all  legitimate  operating  expenses,  current  maintenance 
necessary  to  produce  efficient  service,  and  keep  properties 
m  good  condition,  a  deijreeiation  reserve  in  liquid  asse^:s 
to  cover  accru<Hl  depreciation  not  protected  by  current 
maintenance,  reasonable  general  expenses,  such  items  as 
insurance  and  taxes,  and  may  thereafter  pay,  if  it  so 
desires,  dividends  not  exceeding  7  per  cent,  per  annum.  All 
surplus  derived  from  the  rates  then  remaining  shall  be  used 
tc  meet  deficits  in  expense  items  mentioned  above  or  be 
carried  in  cash  or  liquid  securities  until  further  considera- 
tion by  the  Commission. 

//  IN  further  ordered,  That  dividends  which  may  be  paid 
shall  be  limited  to  the  present  outstanding  stock  until  such 
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time  as  the  company  shall  on  application  pretient  evidMiee 
as  to  further  property  values  on  which  returns  to  stock- 
holders are  proper. 

Made  and  entered  at  Lincoln,  Nebraska,  this  fifteenth 
day  of  Februarj-,  1919. 


In  re  AppLnrATioN  ok  Nobthkrn  Telephone  Company  for 
Approval  of  Installation  and  Removal  Chaeges. 

Application  No.  3778. 

Decided  February  19,  1919. 

InetalUtlon  Oharce  Prmciibed  by  Order  Ho.  1931  of  Postmaster  Oeneral 
Hot  Approved. 

RrLiNCi. 

Kej^arding  your  application  to  liavo  ■ap])roved  by  this 
Conunission,  the  installation  and  moving  charges  of  the 
Postmaster  General;  the  Commission  does  not  in  this 
instance,  and  it  has  not  in  any  other,  approved  the  installa- 
tion charges  of  the  Postmaster  General.  It  will  not,  how- 
ever, interfere  with  the  collection  of  those  rates  while  the 
action  in  court  is  pending. 

February  19,  1919." 


Jn  re  Application  oi'  Kearney  Telephone  Company  fok 
Authority  to  Increase  Rates. 

Application  No.  3748. 

Decided  February  20,   1919. 

IncrftMe  ui  Banneu,  Beudence,  Switching  and  Toll  Kates  Authorised  — 

Allowance  of  10  Per  Oent.  for  Maintenance  and  Beeerre  for 

Depreciation,  Made  —  Use  of  Reserve  for  Sepreciation 

Fnnd  Ontlined. 

Applicant  eonght  authority  to  increase  its  business  rates  60  cents  per 

month,  its  residence  rates  26  cents  ))er  month,  its  switchins:  rates  15  .cents 


"  iiett«r  of  secretary  of  Nebraska  Htate  Kailwny  Com  miss  ion  to  Mr. 
G.  A.  Salisbury,  manager  of  Northern  Telephone  Company,  Creighton, 
Nebraska,  February  19,  1919. 
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per  month  and  its  toll  rates  25  per  cent.  Applicant  also  soi^^t  to  sub- 
stitnte  for  the  free  interchange  of  service  beii^  furnished  between  the 
Kearney  exchange  and  the  Gibbon  exchange  of  the  Farmers  Home  Tele- 
phone Company,  a  toll  charge. 

The  Coramission  found  that  the  total  revenues  for  the  montti  of  Sep- 
t«ml>er,  1918,  were  $4,082  and  the  operating  «>xpense3,  including  taxes 
and  some  allowance. for  reserve  for  depreciation,  were  $3,054.61,  leaving 
$1,027.39  as  net  income;  that,  on  this  basis,  the  net  income  would,  after 
paying  the  interest  on  the  bonds  and  dividends  on  the  preferred  stock  si 
the  rate  of  6  per  cent.,  leave  a  surplus  of  $364.05  for  the  month,  or 
$4,368  for  the  year,  which  would  be  only  about  4^4  per  cent,  on  the  onl- 
standing  common  stock.  If  the  allowance  for  maintenance  and  reservp 
for  depreciation  should  be  increased  to  10  i>er  cent,  of  the  reproduction 
coat  new,  of  $222,130.75,  which  the  Commission  considered  a  reasonable 
allowance,  there  would  be  set  aside  for  depreciation  approxitualely  $600 
per  month  more  than  was  allowed  by  the  company  and  this  nloiie  wa.*  suffi- 
cient to  overcome  the  suri)lus  of  $364.05  referred  to  above  and  create  a 
deficit  even  without  considering  the  ini-reases  in  wages  which  were  » 
practical  certmnty,  and  other  expenses  in  the  form  of  increased  federal 
taxes,  increases  in  insurance,  etc. 

Held:  That  the  increase  asked  for  was  uecessar>-  in  order  to  pay  thf 
increased  operating  e.vpense  and  interest  on  the  bonds  and  dividends  im 
its  stock,  and  therefore,  the  proposed  rales  should  be  autborieed,  bat  in 
view  of  the  present  abnormal  conditions  as  to  labor  and  material,  the 
rates  approved  should  bo  temporary  only  and  before  any  rates  were  made 
permanent  a  further  investigation  should  be  had;  therefore,  the.  rates 
would  he  made  effective  for  six  months  only  and  should  be  continued  in 
effect  only  upon  proper  showing  by  the  company; 

That  applicant  should  be  authorized  to  increase  its  toll  rates  25  p*r 
cent,  as  the  Nebraska  Telephone  Company,  with  which  the  a))plicant  w»* 
connected  for  toll  service,  bad  recently  been  granted  an  increa.se  of  25  per 
cent,  in  its  toll  rates,  so  that  at  the  presi-nt  the  rates  charged  by  the 
Kearney  company  on  outgoing  messagCK  from  its  exchanges  did  not  cor- 
respond wilh  the  incoming  messages  for  the  same  distance  to  these 
exchanges  and  this  conflict  of  rates  should  be  removed  and  the  rates  made 
uniform  as  would  be  done  by  the  increase  projiosed  by  the  applicanl; 

That  applicant  should  be  nuthorizod  to  discontinue  the  free  senirc 
furnished  between  its  Kearney  exchange  and  the  Gibbon  exchange  of  Ibc 
Farmers  Home  Telephone  Comjiany  and  should  be  nnthoriMd  to  asw^-- 
the  regular  toll  rates  for  such  service  as  the  present  free  service  resnitfl 
in  delayed  service  due  to  the  overloading  of  the  trunk  lines  between  llie 
exchanges  by  traffic  which  consisted  very  la^^-ly  of  unimportant  visitins 
calls  which  the  operating  companies  were  unable  to  prevent  <ir  (M>lice; 

That  the  revenues  derived  from  the  rales  approved  in  this  case,  I'ln- 
25  per  cent,  of  all  revenues  derived  from  applicant's  toll  business  origin*'- 
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ing  at  said  exchangee  respectively,  and  all  other  revenues  of  said  exchanges 
should  be  used  and  expended  only  (a)  in  defraying  the  cost  of  operating 
said  exchanges  respectively,  including  taxes,  insurance,  losses,  damages 
and  genera]  expense,  (b)  in  defraying  the  cost  of  maintaining  said 
exchanges  in  an  efficient  operating  condition  and  creating  a  reserve  for 
unrealized  depreciation,  the  combined  amount  of  which  should  be  10  per 
cent,  per  annum  on  the  fixed  capital  invested  by  applicant  in  said- prop- 
erties, (c)  in  paying  interest  on  applicant's  outstanding  bonds  and 
dividends  not  to  exceed  6  per  cent,  upon  the  outstanding  preferred  atock, 
(d)  the  remainder  of  said  local  exchange  revenues,  if  any,  to  be  credited 
to  a  surplus  account  for  the  )>urpose  of  paying  any  deficit  that  might 
arise  in  the  discharge  of  any  of  the  requirements  above  mentioned; 

That  all  charges  to  applicant's  reserve  for  depreciation  fund  should  be 
the  full  cost  of  replacements  made  in  kind,  less  salvage  values  of  the 
property  displaced;  where  replacements  were  not  made  in  kind  the  basis 
of  chaise  should  be  the  reproduction  new  value  of  the  property  displaced 
as  at  the  time  of  the  purchase  of  the  property  installed,  and  the  difference 
between  that  cost  and  the  cost  of  the  properly  installed  should  be  debited 
or  credited  to  plant  account  according  as  the  cost  of  the  property  installed 
should  be  above  or  below  the  estimated  reproduction  new  value  of  the 
property  displaced.  No  other  charge  of  any  nature  should  be  made  to 
said  fund  and  particularly  no  cost  incurred  in  the  consolidation  of  plants 
or  properties  other  than  replacement  costs  of  property  constituting  a 
part  of  the  property  owned  by  the  applicant  in  the  first  instance. 

Findings, 

Applicant  operates  a  telephone  system  in  Buffalo  County 
consisting  of  three  exchanges,  viz.,  Kearney,  Kiverdale, 
and  Sumner.  It  serves  a  total  of  2,346  stations,  368  ol' 
which  are  on  lines  owned  by  farmers  and  switched  by  the 
company.  The  application  is  for  authority  to  increase 
Imsiness  rates  50  cents  per  month,  residence  rates  25  cent.s 
per  month,  and  switching  charges  15  cents  per  month. 
The  company  also  desires  to  discontinue  free  service  from 
the  subscribers  on  its  Biverdale  exchange  to  the  sub- 
scribers on  the  Kearney  exchange  reKiding  within  the  city 
limits  of  Kearney,  and  the  free  service  furnished  between 
the  Kearney  exchange  and  the  Gibbon  exchange  of  the 
Farmert-  Home  Telephone  Compan>. 

Notices  of  this  application  and  the  Iiearing  to  be  held 
thereon  were  furnishexl  to  all  of  the  papers  of  Kearney, 
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thp  chairman  of  the  village  board  at  Riverdale.  and  at 
Gibl)on,  the  Union  Valley  Telephone  Company,  and  the 
Farmers  Home  Telephone  Company  of  Gibbon.  At  the 
conclusion  of  the  hearing,  counsel  for  the  city  of  Kearney 
askcfl  for  a  continuance,  which  request  was  joined  in  by 
the  representativp  of  the  patrons  of  Riverdale,  At  that 
time  it  was  arranged  that  a  second  hearing  would  be  held 
ut  Keaniey.  Subsequently,  however,  the  company  with- 
drew that  portion  of  its  application  regarding  the  discon- 
tinuance of  free  service  from  Riverdale.  This  prompted 
the  Riverdale  patronw  to  abandon  their  request  for  a  second 
hearing,  although  they  desired  to  be  registered  as  pro- 
testing against  the  arrangement  of  the  lines  of  the  com- 
jiany  and  against  the  service  now  being  rendered.  Upon 
withdrawal  of  the  request  of  the  Riverdale  patrons  for  a 
t»'<*ond  hearing,  the  matter  was  taken  up  by  telephone  by 
the  Commission  with  the  city  attorney  of  Kearney,  who. 
after  consulting  with  the  mayor,  advised  that  they  did  not 
desire  a  further  hearing  and  were  content  to  have  the 
matter  submitted  on  the  record  as  it  stood.  The  matter 
was  then  taken  up  with  the  commercial  club,  and  the  vice 
president  of  that  organization  joined  in  the  conclusion 
reached  by  the  city  authorities.  The  representatives  of  the 
village  of  Gibbon  stated  at  the  hearing  that  he  was  not 
authorized  to  ask  for  further  hearing,  although  he 
i'C!|Hest<*d  fivat  such  a  hearing  be  had. 

We  recite  the  above  tacts  with  reference  to  the  second 
lifaring'in  order  that  it  may  be  made  clear  that  action  is 
not  being  taken  by  this  Conmiission  without  full  notice 
lieing  liad  by  the  parties  at  interest.  We  thus  proceed  to 
♦lie  consideration  of  the  record  as  it  stands. 

In  support  of  its  application  for  an  increase  in  itB  rates, 
tIip  company  alleges  that  its  operating  expenses  have  been 
materially  increased  in  the  past  eighteen  months  and  that 
iliey  are  likely  to  he  further  increased  within  the  next  year. 
In  sui)iM)rt  of  this  contention,  they  submitted  a  number  oi 
statements.  The  largest  increase  in  expenses  has  been  in 
wages  paid  to  employees,  and  as  evidence  of  that  increase 
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the  following  comparison  of  wages  paid  during  the  month 
of  July,  1916,  and  the  nwnth  of  November,  1918,  is  offered: 


JulV  I.  1916  Nmtmber  I.  1918         p^^^' 


Msnftger 

Aeoountent 

BUIinx  clerk 

Chief  operator 

Aasiatent    chief   oper- 


Fint-clan  operator. . . 
Second-clasi  operator. 
Third-claos  operator .  . 

Student  

Wire  chief 

Teatman 

Janitren 

Firenian 

Repairmao . 

CombuuttioD  man 

InataUer 

Student 


1  at  1125  00. 
1  at  40  00. 
1  at  50  00. 
1  at  40  00. 
1  at      40  00. 


2  at  16  00. 

1  at  80  00. 

1  at  40  00. 

1  at  30  00. 

2  at  6606: 
1  at  65  00 
1  at  05  00. 
1  at  20  00. 


S125  00 
40  00 
50  00 
40  00 
40  00 


165  00 
100  00 
67  50 
36  00 
80  00 
40  00 
30  00 


130  OO 
65  00 
65  00 
20  00 


1  at  S175  00 
1  at  65  00. 
]  at  65  00. 
I  at   ao  00 

1  at   57  00. 


3  at  33  06. 

2  at  28  50. 

1  at  90  00 

1  at  50  00. 

1  at  30  00. 

1  at  25  00. 


80  00. 
80  00. 
80  00. 


tl75  00 
65  00 
65  00 

60  00 
57  00 


I  at  45  60.   45  60 


150  48 
99  18 
57  00 
90  00 
50  00 
30  00 
25  00 

160  00 
80  00 
80  00 
30  00 


11,123  50  $1,572  34 


The  net  increase  in  wages  ■w'itliin  the  two  periods  shown 
amounts  to  approximately  $450  per  month,  or  an  average 
of  40  per  cent.  It  is  claimed  further  by  the  company  that 
still  further  increases  must  necessarily  In-  made.  Com- 
panies operating  in  nearby  territory  have  granted  increases 
to  their  employees  so  that  the  wages  paid  exce<'d  those  now 
paid  to  certain  classes  of  employees  of  applicant.  Appli- 
cant expects  to  have  to  bring  its  wages  to  the  level  of  that 
in  tlie  surrounding  territory,  and  it  is  estimated  that  the 
increase  will  reach  at  least  $2,000  a  ye^r. 

Materials  entering  iuto  the  construc'tion  and  repair  of 
telephone  property  have  very  materially  increased,  the 
increase  running  from  5  to  60  per  cent.  The  Commission 
has  taken  cognizance  of  this  increase  in  other  cases  by 
increasing  the  allowance  permitted  to  be  clrarged  against 
earnings  for  maintenance  and  depreciation.     In  normal 
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times  this  allowance  was  fixed  at  8  or  9  per  cent,  of  the 
leproduetion  value  of  the  property.  In  this  instance  we 
are  of  the  opinion  that  an  allowance  of  10  per  cent,  should 
be  made. 

The  operating  statement  of  the  company  as  to  revenues 
and  expenses  for  the  month  of  September,  1918,  is  ai- 
follows : 

Revenues  : 

Subscribers'  statioDS $3,372  00 

Toll  revenue 710  00 

TOTAL W.082  00 

Expenses: 

Operation $1,694  61 

Taxes 110  00 

TOTAL $1,804  61 

Maintenance : 

Current  maintenance  $497  61 

Depreciation 752  39 

TOTAL 1,250  00 

TOTAL 3,054  61 

NET  INCOME   $1,027  39 

The  company  has  outstanding  common  stock  in  the 
amount  of  $89,650,  preferred  stock  in  the  amomit  of 
ff50,000,  and  bonds  in  the  amount  of  $80,000.  Alloiving 
interest  on  the  bonds  in  the  amount  of  $413.34  for  the  month 
of  September,  and  dividends  on  preferred  stock  at  the  rate 
of  6  per  cent.,  or  $260  for  the  month,  we  have  remaining 
a  surplus  of  $364.05  for  the' month,  or  $4,368  for  the  year. 
This  will  amount  to  about  4^/2  per  cent,  on  the  outstanding 
common  stock.  As  stated  in  the  foregoing,  however,  the 
allowance  for  maintenance  and  depreciation  should  be 
increased  to  the  basis  of  10  per  cent,  on  the  reproduction 
new  value  of  the  property,  which,  for  the  purpose  of  this 
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case,  we  find  is  $222,130.75.  On  this  basis  there  should  be 
i-et  aside  ammally  from  the  earnings  of  the  company 
$22,213  for  the  purpose  of  maintenance  and  depreciation. 
This  amounts  to  $1,852  per  month,  or  approximately  $600 
jnore  than  was  allowed  by  the  company  in  the  month  of 
September,  This  much  alone  is  sufficient  to  overcome  the 
surplus  and  create  a  deficit.  It  does  not  take  into  account 
the  increase  in  T\'ages  of  $2,000,  which  is  a  practical  cer- 
tainty, nor  does  it  take  into  account  a  number  of  other 
expenses  in  the  form  of  increased  federal  taxes,  increases 
in  insurance,  and  a  number  of  items  not  shown  in  the 
expense  statement,  but  which  appear  to  be  legitimate 
charges  against  revenues.  It  is  further  to  be  noted  that 
the  statement  of  expense  for  September  does  not  include 
an  increase  of  wages  granted  to  the  employees  in  the  month 
of  Novemljer,  This  increase  was  substantial  and  would 
materially  reduce  the  surplus  as  shown  for  the  month. 

It  is  not  necessan,''  for  the  purposes  of  this  case,  in  view 
of  the  showing  presented,  to  determine  the  investment 
value  in  the  common  stock  of  tlie  company.  There  can  be 
no  question  that  tlie  bonds  and  preferred  stock  represent 
an  actual  investment  in  the  property  by  the  o^^■ners,  and 
i1  is  altogether  probable  that  the  sacrifice  of  the  stock 
liolders  is  sufficiently  large  to  represent  a  considerable 
portion,  if  not  all  of  the  outstanding  conmion  stock. 

The  increases  proposed  ^^^ll  produce  additional  revenue 
from  exchange  subscribers  in  the  amount  of  approximately 
!f."),0(X)  anmially.  The  increase  of  25  per  cent,  in  toll  will 
be  approximately  $2,000  annually,  making  a  total  increase 
of  slightly  over  $7,000  per  year.  In  this  connection  it 
should  be  said  that  the  Nebraska  Telephone  Company,  with 
which  the  applicant  is  connected  for  toll  service,  was 
recently  granted  an  increase  of  25  per  cent,  in  its  toll  rates, 
so  that  at  the  present  time  rates  charged  by  the  Kearney 
company  on  outgoing  messages  from  its  exchanges  do  not 
correspond  with  the  incoming  messages  for  the  same  dis- 
tance to  these  exchanges.    This  conflict  of  rates  should  be 
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rcniovefl  and  the  rates  be  made  viniform,  as  they  will  bo 
Ijy  the  increase  proposed  by  applicant. 

From  the  showing,  as  submitted,  it  would  appear  that 
the  increase  asked  for  is  necessary  in  order  to  pay  the 
increased  operating  expenses  of  the  company  and  its 
interest  on  the  bonds  and  dividends  on  its  preferred  stock. 
The  Conunission,  therefore,  finds  the  rates  proposed  to  be 
reasonable.  In  view  of  the  present  abnormal  conditions 
as  to  labor  and  material,  however,  the  Conunission  is  of 
the  opinion  that  the  rates  to  be  approved  should  be  tempo 
rary  only  and  that  before  any  rates  are  made  permanent 
«  further  invest!  gati^n  should  be  had.  For  that  reason 
tlicse  rates  will  be  made  effective  for  six  months  only,  the 
order  to  lie  extende<l  upon  proper  showing  by  the  company. 

As  previously  stated,  applicant  desires  to  discontinue 
free  service  between  Kearney  and  Gibbon.  Protest  against 
the  (hscontinuance  of  this  service  was  registered  by  the 
people  of  (fiblwn.  The  Farmers  Home  Telephone  Com- 
pany, however,  which  operates  the  exchange  at  Gibbon 
aral  with  which  connection  with  Kearney  is  established, 
offerK  no  objection  to  the  change  in  service.  It  is  urge<i 
on  behalf  cf  the  Gibbon  patrons  that  the  free  service  to 
Keaiiiey  is  very  nmch  desired  for  the  reason  that  Keaniey 
is  the  county  seat  of  the  county  in  which  Gibtmn  is  located, 
ami  tliat  it  is  necessary  for  business  men  to  frequently 
transact  biiKiness  over  the  telephone  with  the  county 
authorities.  It  is  also  urged  that  people  living  midway 
between  Kearney  and  Gibbon  and  trading  at  both  towns 
desire  service  with  both  exchanges,  and  that  farmers  resid- 
ing in  the  same  neighborhood,  some  of  whom  are  on  the 
Kearney  exchange  and  some  on  tlie  Gibbon  exeliange, 
desire  free  conmmnication  with  each  other.  There  is  force 
to  these  objections,  particularly  to  the  one  with  reference 
to  neighboring  farmers.  It  appears  to  the  Conunission, 
however,  that  the  disadvantages  to  the  public  outweigii 
the  advantages.  There  are  two  trunk  lines  operated 
lietween  Kearney  and  Gibbon,  one  owned  by  the  applicant 
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and  the  other  by  the  Nebraska  Telephone  Company,  the 
latter  being  used  as  a  toil  line.  Applicant,  however,  has  an 
arrangement  with  the  Nebraska  company  whereby  it  makes 
use  of  the  toll  lute  between  K&amey  and  Oibbon  whenever 
it  desires.  This  line  is  quite  frequently  used  to  transmit 
free  messages  when  the  other  line  is  overloaded  and  this 
use  of  the  through  toll  line  seriously  interferes  with  the  toll 
service  furnished  in  and  out  of  Kearney.  The  other  trunk 
line  is  overloaded  all  the  time  so  that  service  over  it  is 
slow  and  greatly  delayed.  As  usual  in  such  instances,  the 
traffic  consists  vei?  largely  of  unimportant  visiting  calls, 
which  the  operating  companies  are  unable  to  prevent  or 
police.  So  long  as  unlmiited  free  st^rvice  is  furnished, 
prompt  transmission  of  messages  will  be  imiwswible. 
Because  of  these  service  conditions,  the  Conmiission  is  of 
ihe  opinion  that  the  traffic  should  be  put  upon  the  regular 
message  basis.  It  is  suggested,  however,  that  the  two  com- 
panies involved  establish  a  zone  covering  the  farm  neigh- 
borhoods referred  to  so  that  farmers  living  contiguous  to 
each  other  can  have  communication  between  themselves 
without  paying  a  toll  rate.  This  doubtless  can  be  arranged 
I'y  selecting  certain  farm  lines  running  out  from  either 
exchange  and  extending  the  free  service  to  them. 

Ordek. 
It  is,  therefore,  ordered,  That  the  Kearney  Telephone 
Company  be»  and  the  same  hereby  is,  authorized  and 
directed  to  publish  and  charge  the  following  schedule  of 
rates  for  a  period  of  six  months  from  the  date  of  this  order 
on  its  exchanges  at  Kearney,  Riverdale  and  Sumner,  to- wit : 

Per  Month 

Individual  business $3  75 

Two-party  business 3  25 

Individual  residence  2  26 

Two-party  residence 2  00 

Four-party  residence  1  75 

Switching  service 50 
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The  above  rates  are  to  he  subject  to  all  the  rules  \iit\\ 
reference  to  discounts,  etc.,  now  on  file  with  thi.' 
Conmiission. 

It  is  furthfr  ordered,  That  tlie. Kearney  Telephone  Com- 
pany be,  and  the  same  hereby  is,  authorized  to  publish  and 
collect  toll  rates  for  service  upon  its  toll  system  25  pei 
cent,  in  eoccess  of  the  rates  now  charged  an<l  oollected  for 
such  service. 

It  is  further  ordered,  That  the  Kearney  Telephone  Com- 
pany be,  and  the  same  hereby  is,  authorized  to  discontinue 
the  free  service  now  furnishetl  between  Kearney  and  Gibbon 
and  to  assess  the  regular  toll  rates  for  such  service. 

/(  is  further  ordered,  That  the  revenues  derived  from  the 
rates  herein  'approved,  i)lns  25  per  cent,  of  all  revenue 
derived  from  ap])li<'ant's  toll  business  originating  at  said 
exchanges  respectively,  and  all  other  revenues  of  said 
exchanges,  shall  be  used  and  expendeti  only  as  follows, 
to-wit; 

1.  In  defraying  the  cost  of  operating  said  exchange  prop- 
erties respectively,  including  taxes,  insurance,  losses, 
damages  and  general  expenses. 

2.  In  defraying  the  cost  of  maintaining  said  exfhangi' 
properties,  respectively,  in  an  efficient  operating  condition 
and  for  creating  a  reseri?e  for  unrealized  depreciation, 
the  combined  amount  of  whieh  sliall  be  10  per  cent,  per 
anmmi  of  the  fixed  capital  invested  by  applicant  in  said 
properties,  respectively. 

3.  In  paying  interest  on  applicant's  outstanding  bonds 
and  dividends,  not  to  exceed  6  per  cent,  upon  the  outstand- 
ing preferred  stock. 

4.  The  remainder  of  said  local  exchange  revenues,  if 
any,  shall  be  credited  to  a  surplus  account  for  the  purpose 
of  paying  any  deficit  that  may  arise  in  the  discharge  of 
any  of  the  requirements  above  mentioned. 

It  is  further  ordered.  That  the  basis  of  all  cliarges  to 
applicant's  Reserve  for  Accrued  Depreciation  fund  shall 
be  the  full  cost  of  replacements  made  in  kind,  less  salvage 
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values  of  the  property  displaced.  Where  replacements  are 
not  made  in  kind  the  basis  of  charge  shall  be  the  reproduc- 
tion new  value  of  the  property  displaced  as  of  the  time  of 
Ihe  purchase  of  the  property  installed;  and  the  difference 
lietween  that  cost  and  the  cost  of  the  property  installed 
shall  be  debited  or  credited  to  plant  account  according  as 
the  cost  of  the  property  installed  shall  be  above  or  below 
the  estimate<l  reproduction  new  value  of  the  property  dis- 
placed. No  other  charges  of  any  nature  shall  be  made  to 
said  fund,  and  particularly,  no  costs  incurred  in  the  con- 
solidation of  plants  or  properties  other  than  replacement 
costs  of  property  c-owstituting  a  part  of  the  property  owned , 
by  applicant  in  the  first  instance. 

It  is  further  ordered,  That  the  exchange  and  toll  rate:^ 
here!>y  superseded  shall  be  restored  and  a^i^ain  become 
etTective  on  September  1,  1919,  unless  otherwise  ordered 
by  the  Commission  prior  to  said  date,  and  that  jurisdiction 
of  the  instant  matter  be  retained  for  all  purposes  within 
the  issues  thereof. 

This  order  to  become  effective  on  and  after  March  1, 
1919. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twentieth 
day  of  February,  1919. 
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NEW  HAMPSHIRE. 
Public  Service  Commijagion. 
In  re  Petition  of  Conkecticl't  Valley  Telephone  Com- 
pany, Inc.  and  Braiifoed  Telephone  and  Telegeapii 
Company  (John  B.  Hay,  Propbietor),  for  Authoritv 

TO   PruCHASE  AND   HeLL  PROPERTY. 

D-508. 

Decided  February  27,  1919. 

Sale  of  Property  Anthoiind  —  Oombination  of  Small  Telephone  Cam- 
pfuues  into  Larger  and  More  Efficient  OompanieB  ApproTed. 

Report. 

Tlu'  Coimecticut  V'alley  Telephone  Company,  Inc.,  is  a 
corporation  duly  organized  under  the  laws  of  the  State  of 
Vermont  and  oi>erating  a  telephone  plant  and  system  in 
the  States  of  Vermont  and  NeT^'  Hampshire;  and  John  B. 
Hay,  under  the  style  of  the  Bradford  Telephone  and  Tele- 
jrraph  Company,  also  conducts  a  telephone  business  in  the 
aforesaid  two  States. 

This  petition  sets  forth  that  the  said  Connecticut  Valley 
Telephone  Company,  Inc.,  and  the  said  John  B.  Hay,  have 
mutually  agreed,  subject  to  the  approval  of  the  Public  Serv- 
ice Coniinissions  of  Vei-mont  and  New  Hampshire,  tlie 
former  to  puTcliase  and  acquire,  and  the  latter  to  sell  and 
transfer,  ali  of  the  latter's  telephone  plant,  property,  aiwi 
\-endible  rights  in  the  towns  of  Haverhill  and  Piermont  in 
the  Staite  of  New  Hampshire,  and  in  the  towns  of  Brad- 
lord,  Fairlee  and  Newbury,  in  the  State  of  Vermont,  for 
the  sum  of  $17,500;  that  the  property  proposed  to  be  pur- 
chased from  said  John  B.  Hay  by  the  Connecticut  Valley 
Telephone  Company,  Inc.,  within  the  State  of  New  Hamp- 
sliire  is  of  the  value  of  $1,500,  as  set  fortii  and  described 
in  detail  in  the  proposed  bill  of  sale  attached  to  the  peti- 
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tioii;  that  the  said  property  of  John  B.  Hay  is  reasonably 
required  for  the  use  of  said  Connecticut  Valley  Telephone 
Company,  Inc.,  in  the  conduct  of  the  proposed  business  in 
the  aforesaid  towns  now  being  served  by  said  John  B.  Hay ; 
that  bhe  welfare  and  convenience  of  the  public  will  be  pro- 
moted by  the  purchase  of  said  property  and  by  the  opera- 
lion  thereof  by  the  said  Connecticut  company. 

In  this  petition  the  Connecticut  company  and  John  B. 
Hay  ask  the  Commission  to  approve  the  sale  and  transfer 
of  all  the  telephone  property,  rights  and  franchises  of  the 
said  John  B.  Hay,  located  in  said  towns  of  Haverhill  and 
Piennont,  to  the  said  Connecticut  company  for  the  pui- 
chase  price  of  $1,500. 

A  certified  copy  of  the  votes  of  the  stockholders  of  the 
Connecticut  company  authorizing  the  purchase  of  all  the 
telephone  property  of  the  said  John  B.  Hay,  subject  to  the 
approval  of  the  Public  Service  Commissions  of  the  States 
of  Verniont  and  New  Hampshire,  was  filed  with  the  Com- 
mission on  January  14, 1919.  The  aforesaid  telephone  prop- 
erty of  John  B,  Hay,  located  in  the  towns  of  Haverhill  and 
Piermont,  was  inventoried  and  valued  by  Or.  F.  Hagei'man, 
valuation  expert  of  the  New  England  Telephone  and  Tele- 
frraph  Company.  Our  engineering  department  has  checked 
up  the  prices  and  approves  the  valuation. 

This  petition  also  asks  for  authority  to  the  Coiniecticut 
company  to  conduct  a  telephone  business  in  the  towns  in 
New  Hampshire  now  served  by  John  B.  Hay. 

It  is  clearly  for  the  public  good  to  have  combinations  of 
ihe  smaller  telephone  companies  up  to  the  point  where 
competent  operatives,  linemen,  etc.,  may  be  aH'ays  avail- 
able to  secure  to  the  public  a  reasonably  efficient  service. 

The  Commission  finds  that  it  is  for  the  public  good  that 
this  petition  be  granted  and  an  order  will  issue  accordingly. 

Order. 
Upon  consideration  of  the  foregoing  report,  which  is 
made  a  part  hereof, 
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7^  is  ordered,  That  tlie  assent  of  this  Commission  be. 
and  hereby  is,  jjranted  to  John  B.  Hay  to  sell  ajid  transfer 
lo  the  Comiecficut  Valley  Telephone  Company,  Inc.,  for  the 
Slim  of  $1,500  all  his  telephone  properties,  rights,  and 
I'ranohises  situated  in  the  towns  of  Haverhill  and  Piermont. 
New  Hampshire,  and  operated  under  the  name  of  the  Brad- 
lord  Telephone  and  Telegraph  Company,  and 

It  is  further  ordered,  That  tlie  assent  of  this  Commission 
l)e,  and  hereby  is,  granted  to  the  Connecticut  Valley  TeJe- 
;»hone  Company,  Inc.,  to  purchase  for  the  sum  of  $1,500  ail 
tlie  teleplione  properties,  rights  and  franchises  situated  .in 
the  towns  of  Haverhill  and  Piermont,  in  said  State,  operated 
iindfr  the  name  of  the  Bradford  Telephone  and  Telegrapli 
Company,  and  belonging  to  said  John  B.  Hay,  and 

It  is  further  ordered,  That  the  said  Connecticut  Valley 
Telephone  Company,  Inc.,  be,  and  hereby  is,  authorized 
to  engage  in  and  conduct  a  telephone  business  in  said  town.s 
of  Haverhill  aiul  Piermont,  New  Hampshire. 

By  order  of  the  Public  Service  Cornmission  this  twentj'- 
seventh  day  of  Februarv',  1919. 


hi.  re  Petition  ok  Connecti<;i't  Valley  Telephone  Co.w- 
PANY,  1n(,'.,  fob  Authority  to  Issue  Bonds. 


Decided  Februar)/  27,  1919. 

Issne,  by  Foreign  Corporation  of  5  Fer  Cent.,  Twsnty-Year  Dsbentwe 
Bonda  for  Acaaidtioii  of  Piopertf  Witiiin  State,  Antlunind. 

Report. 

This  petition  is  supplementary  to  the  petition  immediately 
preceiling,  having  for  lbs  object  to  provide  for  the  pay- 
ment of  the  purchase  price  in  the  sale  authorized  in  the 
inmiediately  preceding  order. 

The  preceding  report  and  order  are  made  a  part  hereof. 
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In  this  petition  the  Connecticut  Valley  Telephone  Com- 
pany, Inc.,  asks  for  authority  to  issue  fifteen  5  per  cent, 
twenty-year  debenture  bonds  of  the  par  value  of  $100  each, 
to  be  used  solely  for  the  acquisition  of  said  telephone  prop- 
erty of  Jolin  B.  Hay. 

The  Ooniniission  finds  that  it  is  for  the  public  good  that 
this  petition  be  granted,  and  an  order  will  issue  accordingly. 

Ordbb. 

Upon  eonsidei-ation  of  the  foregoing  report,  which  is 
made  a  part  hereof, 

It  is  ordered,  Tha't  the  Connecticut  Valley  Telephone 
Company,  Inc.,  be,  and  hereby  is,  autiwjrized  to  issue  fifteen 
of  its  5  per  cent,  ■twenty-year  debenture  bonds  of  the  par 
value  of  $100  ea<'h,  to  be  issued  at  par,  and 

//  U'  further  ordered,  That  the  proceeds  of  said  bonds 
shall  l)e  used  only  in  payment  for  said  property,  rights  and 
franchises  purchasevl  of  the  said  John  B.  Hay,  and 

/(  is  further  ordered,  Tliat  on  July  first  and  January 
first  in  each  year  said  corporation  shall  file  with  this  Com- 
juission  a  detailed  account,  <luly  sworn  to  by  its  treasurer, 
showing  the  disposition  of  the  proceeds  of  said  bonds  till 
the  expenditure  of  the  whole  of  said  proceeds  shall  have 
been  fully  accounted  for. 

By  order  of  the  Public  Service  Conmiission  this  twenty- 
seventh  day  of  February,  1919." 


"  la  January,  1919,  the  Supreme  Court  of  New  Hampshire,  in  Re 
Fryeburg  Water  Company,  held  that  the  Public  Service  Commission  was 
without  power  or  jurisdiction  to  pass  on  proposed  issue  of  stock  dividend 
by  foreign  corporation  doing  business  in  New  Hampshire,  notwithstand- 
ing language  of  statute. 
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In  re  Petition  of  the  White  Mountain  Telephone  A5n 
Telegraph  Company  and  Walbbidge  Telephone  Lines 
(Newton  Lang,  Pboprietob),  for  Authobitt  to  Pur- 
chase AND  Sell  Property. 

D-514. 

Decided  Febntary  S7,  1919. 

Sal«  Of  Property  Tianaferred  by  Ordsi  of  Oourt  in  Bankniptcy  Fro- 
cMdinss,  Approved  —  Pretent  VolnntuT  Sale  Approved. 

Report. 

This  petition  w-as  filed  on  December  17, 1918,  and  a  hear- 
ing was  held  tliereon  January  7,  1919, 

The  petition  alleges  that  the  White  Mountain  Telephone 
and  Telegrapii  Company  and  Newton  Lang,  doing  business 
as  the  Walbridge  Telephone  Lines,  have  mutually  agreed, 
i^ubjeet  to  the  approval  of  this  Commission,  said  ^VTiitfl 
Mountain  conii>any  to  purchase  and  acquire  for  cash,  and 
said  Newton  Lang  to  sell  and  transfer,  aJl  of  the  latter's 
telephone  plant,  property,  and  vendible  rights  in  the  toiiTis 
(if  Bath,  Haverhill  and  Monroe,  in  the  State  of  New  Hamp- 
shire, and  in  the  towns  of  Barnet,  Newburj',  and  Ryegate 
in  the  State  of  VemYont,  for  the  smn  of  $2,700;  that  the 
jiroperty  proposed  to  be  purchased  from  said  N«wton  Lang 
by  the  said  White  Mountain  company  witJiin  the  State  ol' 
New  Hampshire  is  of  the  value  of  $1,725 ;  as  set  forth  in 
detail  in  the  proposed  bill  of  sale  attached  to  this  petition: 
that  said  property  of  Newton  Lang  is  reasonably  required 
lor  the  use  of  the  said  White  Mountain  company  in  the  con- 
duct of  its  proposed  business  in  the  aforesaid  towns  now 
being  sensed  by  said  Newton  Ijang,  and  that  the  welfare 
and  convenience  of  the  public  will  be  promoted  by  the  pur- 
chase of  said  propertj-  and  by  the  operation  thereof  by  said 
AVliite  Mountain  company. 

This  petition  asks  that  the  said  mutual  agreement  be 
approved  and  its  execution  authorized  by  this  Commission, 
and  that  authority  be  granted  to  the  White  Mountain  com- 
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pany  to  conduct  a  telephone  business  in  the  towns  of  Batli, 
llavtrhill  and  Monroe. 

In  the  consideration  of  this  case  it  developed  that  the 
)iroperty  here  proposed  to  be  transferred  had  been  sold 
lo  said  Newton  Lang  by  Charles  H.  Hosford,  trustee  in 
bankruptcy  of  the  estate  of  Frank  L.  M'^albridge,  by  order 
of  the  court  and  without  applying  to  this  Conmiission  for 
approval  thereof.  In  order  to  place  beyond  question  the 
validity  of  the  title  of  said  Lang,  request  was  filed  as  a 
part  of  this  ease  that  the  transfer  made  in  the  said  bankrupt 
sale  be  approved  by  this  Conunission.  It  appears  to  be 
tiear  that  the  said  transfer  of  the  Walbridge  Telephone 
Lines  to  Newton  Lang  was  for  the  public  good,  and 
approval  M"ill  be  given  as  a  part  of  the  order  in  this  case. 

Evidence  was  presented  showing  that  the  agreement  to 
•  purchase  had  1>e<'n  duly  authorized  by  the  White  Mountain 
(•rmipany,  and  that  due  notice  had  been  given  of  the  hearing. 

Appended  to  the  petition  was  an  inveiitor>'  and  valua- 
tion made  by  G,  F.  Hagemran,  valuation  expert  of  the  New 
England  Telephone  and  Telegraph  Comi>any.  The  unit 
prices  use<l  have  been  checked  up  by  our  engineering 
(lepartnieiit  and  found  to  be  satisfactory. 

This  is  another  step  in  the  direction  of  replacing  a  large 
Huniber  of  small  independent  telephone  companies  by  a  less 
nnmlier  of  larger  and  more  efficient  companies.  Such  com- 
binations result  in  more  satisfactory  telephone  service. 

We  find  that  it  is  for  the  public  good  that  this  j>etition 
lj<'  granted  and  an  order  will  issue  accordingly. 

Or[)er. 

Ui>on  consideration  of  the  foregoing  re^wrt,  wltich  is 
made  a  part  hereof, 

//  is  ordered,  That  the  Conmiission  hereby  approves  the 
sale  and  transfer  of  the  Walbridge  Telephone  Lines  by 
I'harles  H.  Hosford,  trustee  in  bankruptcy,  to  Newton  Lang, 
and 
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It  is  further  ordered.  That  authority  be,  and  hereby  is, 
jcraiitod  to  the  "White  Mountain  Telephone  and  Telegraph 
Company  to  purchase  for  $1,725  in  cash,  and  to  said  Newton 
Jjang,  doing  business  as  the  Walbridge  Telephone  Lines, 
to  sell  and  transfer  for  the  sum  of  $1,725  in  cash,  all  of 
llie  latter's  telephone  plant,  property,  and  vendible  light? 
in  the  State  of  New  llamj»ihire,  and 

//  is  further  ordered,  That  authority  be,  and  hereby  is, 
granteti  to  said  White  Mountain  Telephone  and  Telegraph 
Company  to  conduct  a  telephone  business  in  the  toA\iiP  of 
Bath,  Haverhill,  and  Monroe,  in  said  State,  which  are  now 
serTe<l  by  the  !?aid  Newton  Lang. 

By  order  of  the  Public  Service  Commission  this  twenty- 
seventli  day  of  Fehruarv,  1919. 
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NEW  YOEK. 

Public  Service  Oommissioii  —  Second  District. 

il.    TAsiiSBACii    et   al.    v.   A.    S.    Burleson,    Postmaster 
General,  and  Xew  York  Telephone  Company. 

Decided  Janwnry  30,  1919. 

DiscontinnMice  of   ' '  Beadineas  to  Serve  or  IngtftUfttloa  Charge  ' '   if 
Not  Paid  or  Refnnd  Thereof  if  Paid,  Ordered. 

Opinion. 

Tliew  foniplaiuts  are  against  various  eiiaiyes  and 
refusals  of  .service,  growing  out  of  the  so-called  In.stalla- 
lion  Charge  Order  No.  1931,  issued  by  the  Postmaster 
Genera]  on  August  28,  1918,  and  piit  into  effect  by  tlie  New 
York  Telephone  Company  on  September  1,  1918.  On  July 
22,  1918,  the  President  of  the  United  States  had  by  his 
proclamation  of  that  date  taken  possession  anfl. assumed 
the  "  supervision,  po!?i*ession,  control  and  operation  "  ot 
"  each  and  every  telegraph  and  tele_phone  system  and  every 
part  thereof  within  the  jurisdiotion  of  tlie  United  States, 
including  all  equipment  thereof  and  appurtenances  tliereto 
whatsoever  and  all  materials  and  supplies,"  and  had 
directed  that  such  supervision,  possession,  control  and 
oiKTation  should  he  exercised  through  the  Postmaster 
(leneral,  Albert  S.  Burleson.  The  New  York  Telephone 
Company,  re.spondent,  was  at  the  time  a  domestic  corpora- 
tion of  the  State  of  New  York  operating  in  the  city  of 
Xew  York,  and  came  within  the  effect  of  the  proclamation. 

Under  the  provisions  of  tl'e  Public  Service  Coinmissiona 
Tjaw  of  the  State  of  New  York,  the  respondent  could  not 
lawfully  initiate  the  charges  in  question  except  by  filing 
with  the  Commission  a  tariff  setting  them  forth  with  par- 
ticidarity  and  stating  an  etfective  date  for  the  same  not 
1381 
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earlier  than  thirty  days  from  the  filing;  such  tariff  charges 
M-ouhl  thei-eupoii  become  subject  to  complaint  and  to  inves- 
tigation and  detennination  by  the  Conmiission.  The  com- 
pany did  not  file  any  such  tariff  and  justifies  under  the 
action  of  the  Pbstmaster  General,  alleging  that  he  ha^ 
taken  possession  and  control  of  its  lines  and  system  ami 
that  the  charges  and  refusals  of  service  alleged  in  the  vari- 
ous complaints  wpre  made  in  accordance  with  the  provi- 
^ions  and  terms  of  said  Order  No.  1931,  which  reads  as 
follows : 

OwitiK  to  th(>  necessitv  for  couiierviiig  labor  nnd  nmterial  and  to  elimi- 
nati"  n  cost  which  is  now  borne  by  the  (>«>rniaiient  user  of  llie  tplepbone. 
a  rendinest)  to  serve  or  installation  chaise  wil!  be  made  on  and  after 
September  1,  1918.  for  all  new  installation;  also  a  charse  for  all  cbanfffs 
in  location  of  telephone. 

Installnlioii  charges  to  bf  as  follows: 

Where  the  rate  is  $2.00  a  month  or  less *5  00 

Wiiei-e  the  rate  is  more  than  $2.00  but  not  exceeding  $4.00  a 

month 10  00 

Wliere  the  rate  is  more  than  $4.00  a  month 15  Oil 

The  moving  ehai^  to  tiie  subscriber  will  t>e  the  aetnn)  rost  of  labor  and 
niatei'ial  necessary  for  making  the  change. 

In  aecordance  with  Bulletin  No.  2,  issued  by  me  August  1,  1918.  statiiiK 
that  "  until  further  notice  the  telegraph  and  telephone  companies  shall 
i-ntitinne  operation  in  the  ordinarj-  course  of  business  through  regular 
i-hannels,"  in  all  eases  where  rate  adjustments  are  pending  or  innnediately 
iieceiwarj-,  tliey  should  be  taken  up  by  the  company  involved  through  the 
usual  chflmiels  and  action  obtained  wherever  possible,  lu  all  eases,  how- 
ever, whei-e  rates  are  changed,  such  changes  should  be  submitted  to  lue 
for  approval  before  being  placed  in  effect. 

It  will  be  noted  that  the  nature  of  the  service.^  affected 
by  this  order  is  purely  local  and  can  have  no  interstate 
character  whatever.  The  Po|tmaster  General  was  made  a 
party  to  the  complaints  but  did  not  appear.  That  official 
has  ignored  the  jurisdiction  of  the  Commission  and  is  pro- 
t'ee<liiig  on  the  assumption  that  his  possession  and  control 
under  the  President's  proclamation  have  the  legal  effect 
of  abolishing  and  excluding  the  jurisdiction  of  the.  Com- 
mission, which  vras  conferred  by  State  laws.    If  this  is  the 
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t'fteet  of  the  President's  action,  th*"  Commission  is  -without 
power  to  entertain  the  complaints  and  they  must  be  dis- 
missed. If,  on  the  other  hand,  the  jurisdiction  of  the  Com- 
mission over  the  diarges  and  refusais  in  qaeetion  has  sur- 
vived, theii  tJie  eomplaiiita  nmst  be  sustained  because  the 
eharjfes  in  question  have  not  been  lej^ally  initiated  and  are 
therefore  unlawful.  The  war  is  now  over  and  it  is  apparent 
that  this  purely  le^l  question  nmst  be  met  and  settled  by 
the  courts  in  order  tliat  the  respective  federal  and  state 
authorities  may  know  the  liinits  of  their  power  aiMi  that  the 
public  as  well  as  the  telephone  conipatiies  nmy  know  wliere 
the  control  of  rates  lej^ally  rests. 

This  same  question  has  been  presented  through  the  action 
of  the  Postmaster  General  in  assuming  to  put  into  effect 
as  of  January  21  increased  toll  rates  affecting  generally 
the  wire  lines  of  the  entire  countiy  and  including  both  intra- 
state and  interstate  conununication.  Various  state  com- 
missions, iitcluding  this  Conmiissioii,  are  taking  proceed- 
ings in  the  courts  to  content  the  ]K)wer  pf  the  Postmaster 
General  to  initiate  such  raites  as  to  inti'astate  business. 
Pending  the  decision  of  this  question  this  Commission  will 
not  feel  justified  in  conceding  to  the  Postmaster  General 
any  power  over  intrastate  rates  or  service.  That  is  its 
position  with  regard  to  these  complaints,  which  are  accord- 
ingly sustained,  and  orders  wU  be  entere<l  to  that  effect. 

Complaint  of  Al.  Tam-nhaum.' 
Order. 
This  complaint  having  be«en  filed  with  this  Conuuission 
on  November  1,  1918,  and  copies  having  been  sen-ed  on 
the  Po-^^tmaster  General  (in  charge  of  telephone  companies 
under  order  of  the  President),  and  on  New  York  Telephone 
Company,  said  company  answering  but  im  answer  being 
received  from  the  Postmas'ter  General ;  and  a  public  hear- 
ing in  the  matter  having  been  held  by  Chairman  Hill  of 
this  Conmiission  in  New  York  City  on  December  Ifi,  at 

■  Case  No.  6654. 
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which  those  named  above  appeared;  and  it  appearing  from 
(he  complaint  and  ansT^er  and  evidence  and  statements 
at  tlie  Jiearing  that  when  eoiiiplaiiiant,  in  September,  1916, 
sought  to  have  restored  in  his  residence  at  No.  31  Wesi 
75tli  Wtreet,  New  York  City,  telephone  aen"iee  which  liat! 
Iieeu  discontinuwl  dnrJnii  the  sunimer  while  his  reeidenct' 
was  closed,  he  was  met  by  a  dwnand  of  the  New  York  Tele- 
phone Company  that  lie  pay,  in  addition  to  regiilar  rental 
cliarf!;e.  $30.()0  in  respect  to  the  telephone  and  extension 
t^lations  used  by  him  before  discontinuance  for  the  sommer, 
and  that  this  payment  was  demanded  under  an  order  of  the 
Postmaster  General  which  designates  it  as  "  a  readiness  to 
serve  or  iiLsfallation  charge;  "  and  it  appearing  that  com- 
plainant objtwts  to  such  charge;  and  it  appearing  thai  no 
schedule  was  on  file  with  this  Commission  showing  such 
charge  and  that,  therefore,  it  was  unlawful,  under  the  pro- 
visions of  Section  92,  Public  Ser\'ice  Commissions  Law 
requiring  the  filing  with  this  Commission  by  telephone  com- 
jianies  ol'  schedules  of  rates  and  charges,  and  providing  tliat 

"  Sui'li  Pcliedule  •  •  ■  shall  rIso  state  separately  all  eharKPS  *  *  ' 
and  any  rules  or  regulations  or  forms  of  i-ontrat-t  which  may  in  any  wise 
cliange,  cffeet  or  determine  any  or  the  aggregate  of  the  rates,  rentals  or 
ehai^es  for  the  service  rendered,"  and  tliat 

"Unless  the  Commission  otherwise  orders  (which  was  not  done  in  tlli^' 
ease)  no  change  shall  be  made  in  any  rate,  cha:^  or  rental  •  •  • 
which  shiill  have  been  filed  by  a  '  '  *  telephone  eori""^''""  .  •  • 
except  after  thirty  days'  notice  to  the  Cownnissiou,"  and  tlial 

"  Nil  "  '  •  telephone  corijoration  shall  chai^,  demand,  collect  or 
iTceive  n  dilterent  compensation  for  any  service  rendered  or  to  be  rendered 
than  the  charge  applicable  to  such  service  as  spei-ified  in  its  scliednle  on 
file  and  in  effect  nt  tliat  time;" 

and  it  being  thus  unnecessary  in  this  proceeding  for  this 
Oonnnission  to  determine  whether  or  not  such  charge  is  rea- 
sonable; now,  after  due  consideration,  and  for  the  reason 
statKl  ill  this  order  and  in  the  opinion  of  the  Conmiission 
of  this  date  in  this  and  similar  complaints, 

/(  is  ordered,  That  New  York  Telephone  Company  shall 
at  once  discontinue  the  charge  of  $30.00  made  to  this  com 
plainant,  M.  Tanenbaum,  in  respect  to  telephone  service 


DigilizcdbyCOOglc 


M.  Tanknbacm  el  al.  r.  Postmahtep,  Ges'i^  et  (U.  138') 
*  88] 
luriiisliwi  or  to  be  t'uriiislied  him  at  his  residence  No.  31 
West  75tii  Street,  New  York  Cily,  and  which  charge  is 
desigiiatf^  by  said  company  as  "  a  readiness  to  serve  or 
installation  charge,"  or  "  service  connection  charge,"  and 
that  telephone  service  if  not  now  furnished  him  at  said 
residence  shall  be,  on  prompt  application  by  said  M,  Tanen- 
liamn,  furnished  by  New  York  Telephone  Compajiy  within 
twenty  days  from  the  date  of  this  order,  irrespective  ol 
said  charge  of  $30.00;  and  that  if  said  $30.00  has  been  paid 
New  York  Telephone  Company  by  M.  Tanenbauni  it  shall 
l)e  returned  to  him  by  said  New  York  Telephone  Company 
■within  thirty  days  from  the  darte  of  this  order. 
January  30,  191 9.* 

Complaint  of  B.  Ecksteiv.f 
Order. 
This  complaint  having  been  filed  with  this  Conmiission 
on  November  2,  ItHS,  and  copies  having  been  served  on  the 
Postmaster  General  (in  chai-ge  of  teleplrone  companie.« 
under. order  of  the  President),  and  on  New  York  Telephone 
Compaaiy,  said  eompany  answering  but  no  answer  being 
re<-<'ived  from  the  E^stniaster  General ;  and  a  public  hear- 
ing in  the  matter  having  l)een  held  by  Chairman  Hill  of 
this  Conmiission  in  New  York  City  on  December  16,  when 
it  appeared  complainant  could  not  appear  and  at  wliich 
the  company  was  represented  as  above;  and  it  being  admit- 
ted by  the  company  at  said  hearing  that  after  complainant's 
telephone  had  (in  October,  3918)  been  removed  from  the 
!-tore  at  No.  £55  West  Pordham  Road,  New  York  City,  to 
the  store  at  No.  57  West  Fordham  Road,  he  was  met  by  a 
demand  of  the  New"  York  Telephone  Company  that  he  pay. 
in  mldition  to  regular  rental  charge,  $10.00,  and  that  this 
])ayment  was  demanded  under  an  order  of  the  Postmaster 


■  A  similar  order  wbs  issued  o 
A.  Rtibii-o  V.  A.  S.  Biirlexoi 
Telephone  Compatit/. 

tCasp  No.  6657. 

I  the  sanif  d«te  i 
,    Ponlmiwter    (i 

n  Case  No.  0658,  Henri, 
iicml,    ni'ii    Xeir    York 
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(Jeiiftral  which  flesipiatcs  it  as  "  a  readiness  tn  serve  or 
installation  charge  "  ;  and  it  appearing  that  complainant 
objects  to  such  charge;  and  it  appearing  that  no  schednle 
was  on  file  with  this  Commission  showing  auch  charge  and 
that,  therefore,  it  was  unlawful  under  the  provisions  of 
Section  9'2,  Public  Service  Oonimissions  Law,  recjuiring  the 
filing  with  this  Commission  by  telephone  companies  of 
schedules  of  rates  and  charges,  and  providing  that 

'■  Such  schedule  •  •  •  slmt)  also  state  separately  nil  iliarges  *  •  • 
and  any  rules  or  reftulations  or  forma  of  eontraot  which  niay  in  any  wise 
change,  alTect  or  determine  any  or  the  (^gregate  of  the  rates,  rentals  or 
charges  for  the  service  rendered,"  uid  that 

"Unless  the  Conunission  otherwise  orders  (which  was  not  done  in  this 
case)  no  change  shall  be  made  in  any  rate,  charge  or  rental  •  •  ■ 
which  shall  have  been  filed  by  a  *  *  *  telephone  corporation  •  '  • 
except  after  thirty  days'  notice  to  the  Commission,"  and  that 

"  No  '  •  •  telephone  corporation  shall  charge,  deniantl,  collect  or 
i-eceive  a  different  compensation  for  any  service  rendered  or  to  be  ren- 
dered than  the  charge  applicable  to  such  service  as  specified  in  its  schedule 
on  file  and  in  effect  at  that  time;  " 

and  it  being  thus  unnecessai^  in  this  proceeding  for  this 
Commission  to  determine  whether  or  not  such  charge  is 
reasonable,  now,  after  due  consideratioii,  and  for  the  reason 
stated  in  this  order  and  in  the  opinion  of  the  Coimnissioii 
of  this  date  in  this  and  similar  complaints, 

It  is  ordered,  That  New  York  Telephone  Company  shall 
at  once  diseontiirae  the  charge  of  $10.00  made  to  this  com- 
plainant, B.  Eckstein,  in  respect  to  telephone  service  fur- 
nished him  at  the  store  No.  57  Wesit  Fordham  Road,  Now 
York  City,  and  which  charge  is  designated  by  said  company 
as  *' a  readiness  to  serve  or  installation  charge"  or 
''  service  connection  charge,"  and  that  if  said  $10.00  has 
been  paid  New  York  Telephone  Company  by  B.  Eckstein, 
it  shall  be  returned  to  him  by  said  New  York  Telephone 
Company  within  thirty  days  from  the  date  of  this  order. 

January  30,  191 9.' 

*  A  similar  order  wm  entered  on  the  same  date  in  Case  No.  67^. 
Samuel  A.  Cohen  v,  A.  S.  Burleson,  Postmmttr  General,  and  New  Vort 
Telephone  Compant/. 
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Complaint  of  Arthur  Selig.' 
Order. 
Tliis  coniplaiiit  having  hefii  filed  with  this  Commission 
oil  October  29,  1918,  and  copies  having  been  served  on  the 
i^ostniaster  General  (in  charge  of  te^iephone  companies 
under  order  of  the  President),  and  cm  New  York  Telephone 
Company,  said  company  answering,  but  no  answer  being 
receivetl  from  the  Postmaster  General ;  and  a  public  heaj-- 
ing  in  the'  matter  having  been  held  by  Chairman  Hill  of 
this  Conmiission  in  New  York-  City  on  December  16,  at 
which  those  named  al>ove  appeared ;  and  it  appearing  from 
the  complaint  and  answer  and  evidence  and  statements  at 
the  liearing  that  after  complainant  had  (in  September, 
1918}  in  the  usual  way  received  te]ephone  service  in  his 
residence  100  Morningside  Drive,  New  York  City,  after  the 
usual  application  and  ui>on  payment  by  complainant  in 
advance  of  the  regular  rental  for  such  aei-vi<>e  as  he  applied 
for,  the  New  York  Telephone  Com]>any  in  Octol)er  (after 
it  had  been  furnishing  the  service  for  a  numlier  of  weeks) 
deniandwl  tliat  he  pay,  in  addition  to  the  regular  rental 
charge  already  paid,  $10.00  in  re.spect  to  the  teleplione  used 
l>y  liim  and  tliat  this  payment  was  demanded  under  an  order 
of  the  Postina.s1er  General  whicli  designates  it  as  "  a  readi- 
i.ess  to  serve  or  in.stallation  cliarge;  "  and  it  a-jpearinj; 
tiiat  complaiiiant  objects  to  such  charge,  whicli  he  ]>aid; 
and  it  apjiearing  that  no  schedule  was  on  file  M-ith  this 
Commission  showing  such  charge  and  that,  therefore,  il 
was  unlaM'ful,  under  the  provisions  of  Section  92,  Publi'^ 
Service  Commi.'isions  LaM',  requiring  the  filing  with  this 
('ommission  by  telephone  companie'S  of  schedules  of  rates 
an<l  charges  and  providing  that 

'■  Surh  Mchedulf  ■  •  •  shall  also  state  se|>arately  all  chaigei^  •  •  • 
aiKi  any  rukts  ui'  reflations  or  t'Drmti  of  contract  whi^rh  may  in  any  VfImp 
(-liaii»«,  affect  or  detenuiiie  nny  or  the  aKtcre^Hte  of  tlio  rates,  reiitaU  or 
clmriceis  for  the  service  rendered,"  and  that 

"  UiiIpks  the  Conmiis8ion  otherwise  orders  (wliicli  wns  not  done  in  tlits 
ense)  no  change  simll  be  made  in  any.  rate,  charge  or  rental     ■     •     * 

•  Case  No.  G655. 
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whieh  shall  hnvp  been  filed  by  a    '    *    '    telepLoiie  «)r)>oratton    "     "    ' 
except  aft^r  thirty  days'  notice  to  the  Comniission,"  and  that 

"  No  •  ■  ■  telephone  corporation  shall  chat^,  demand,  eolle<'t  or 
rewive  a  different  compensation  tor  any  service  rendered  or  to  be  ren- 
dered than  the  char^  applicable  to  such  service  as  s|>ecified  in  its  schedule 
on  file  and  in  effect  at  that  time; " 

aiKl  it  beiiif^  tluis  uniKH'fssai'y  in  this  procefdiiig  for  this 
Coinniission  to  (Ictfrmine  wh<^her  or  not  such  charge  is 
reasonable ;  now,  after  due  consideratioti,  aiul  for  the 
reason  stated  in  this  order  and  in  the  opinion  of  the  Coui- 
iiiission  of  this  date  in  this  and  similar  complaints, 

It  is  ordered,  That  New  York  Telephone  Company  shall 
within  thirty  days  from  the  date  of  tiiis  order  retnni  to 
euniplainaivt,  Arthur  Sell^,  $10.00  which  said  Selig  lias 
[laid  said  eonijiany  on  its  demand  in  respect  to  the  tele- 
phone used  hy  him  in  his  residence,  100  Morningside  Drive, 
New  York  City,  and  which  charge  is  designated  by  said 
company  as  "  a  readiness  to  serve  or  installation  charge  " 
or  "  service  connection  charge." 

January  30,  1919.' 

Complaint  of  Joseph  M.  Hoffman.^ 
Order. 
This  complaint  being  known  as  CC-A  5777  being  filed 
with  this  Commission,  and  the  New  York  Telephone  Coni- 
j)any  having  informally  answered,  and  it  ha\'ing  been  heard 
by  Chairnmn  Hill  of  this  Commission  in  New  York  Citj' 
on  December  16.  1918,  at  which  those  named  alwve 
appeared ;  aivd  it  appearing  from  evidence  and  statement.'* 
at  the  hearing  that  when  complainant  (in  September.  1918), 

*  On  the  sanie  date  a  similar  order  was  issued  in  Case  No.  IJ&'iG,  //.  H. 
Hoffd  v.  A.  S.  Burlenon,  Postmnster  General,  ami  A'eic  York  Telephone 
Comjiaiiy.  In  Case  No.  6674,  Mrs.  A.  M.  White  v.  A.  S.  Burleson,  Post- 
master General,  and  New  York  Telephime  Company,  the  Commission 
ordered  the  telephone  company  to  diseontinae  the  "  readiness  to  serve  or 
installation  charge "  of  $10.00,  if  said  charge  had  not  been  paid,  and  to 
refund  it  if  paid. 

t  Case  No.  6733. 
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^ouglit  to  have  one  iiaitie  {oi  a  person  who  liad  died)  elim- 
inated from  the  telephone  directory  in  respeot  to  teleplion': 
>ro.  3182,  South,  Bpookl^^l  (tlie  effect  being  to  put  the 
contiact  for  the  telephone  in  complainant's  name  instead 
of  in  tlie  name  of  tlie  perwon  who  bad  died),  he  was  met 
by  a  demand  of  the  New  York  Telephone  Company  that  ho 
pay,  in  addition  to  regular  rental  charge,  $3.00  for  sucli 
change  and  that  this  payment  was  demamdeid  under  an 
order  of  tlie  Postmaster  General  which  designates  it  as  "  a 
readiness  to  serve  or  installation  charge  ";  and  it  appear 
ing  that  complainant  objects  to  such  charge,  which  he  paid; 
und  it  appearing  that  no  sche<lule  was  on  file  with  this  Com- 
mission  showing  such  charge  and  that,  therefore,  it  lyaa 
mdawful,  under  the  provisions  of  Section  92,  Public  Service 
Coumiissions  Law,  requiring  the  filing  with  this  Conmiis- 
siou  by  telephone  companies  of  schedules  of  rates  ami 
charges,  and  providing  that 

"  Su<-h  scht^ule  •  •  •  slinll  also  state  spjiai-Btely  all  i-lmrpcs  ■  ■  ■ 
niid  8tiy  rules  or  rojrulations  or  forms  of  eontrai't  whicli  may  in  any  wise 
(-hanttc,  affect  or  determine  any  or  the  aKKreK''te  of  the  rates,  rentals  or 
I'linrges  for  the  serviee  rendered."  and  that 

"Fnless  the  Commission  otherwise  orders  (whiHi  was  not  done  in  this 
ease)  no  chan^  shall  be  made  in  any  rale,  fhai'pe  or  rental  •  ■  • 
which  shall  have  be^n  filed  by  a  "  *  '  telephone  corporation  •  •  • 
exeept  after  thirty  days'  notice  to  the  Commission,"  and  that 

■'No  •  •  "  telejihoiie  corporation  shall  chni^e,  demand,  colleet  or 
receive  a  different  compensation  for  any  service  rendered  or  to  be  rendered 
than  the  ehnr^  applicable  to  such  senice  as  specified  in  its  schedule  on 
file  and  in  effect  at  that  time;  " 

and  it  being  tlius  unnecessary  in  this  proceeding  for  this 
Oommission  to  determine  whether  or  not  such  chaige  is 
rtasonable;  now,  after  due  consideration,  and  for  the 
reason  stated  in  this  order  aiwi  in  tlie  opinion  of  the  Com- 
mission of  this  date  in  this  and  similar  complaints, 

It  is  ordered,  That  New  York  Telephone  Company  shall, 
within  thirty  days  from  the  date  of  this  order,  return  to 
complainant,  .]ot=eph  M.  Hoffman,  $3.00  which  said  Hoff- 
man has  paid  said  company  on  its  demand  in  respect  to 
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.•liaiige  of  nanif  of  subscriber  to  teleplione  Woutli,  Xo.  818J. 
Brooklyn,  and  whieli  cliarge  is  dfaipiatpd  by  said  ooiiipaiiy 
as    '*  a    readiness   to  seire  or    installation    cliarge  "   or 
"  service  coiiiiPotioTi  charge." 
Decided  J«nuarv  30.  1919. 


Ju  re  Petition  of  Waterhlle  Telephonic  Company  koi: 

Al'THORlTY  TO  LsSUE  BONllS. 

Case  No.  6716. 

Decided  Februarif  IS,  1919. 

Execntion  of  Mortgage  by  Domestic  Corporation  and  Issue  Thereunder 

of  6  Per  Cent.  TMrtjr-Tear  Bonds  to  Discharge  Ontstaading 

Notes,  Attthorized. 

t  )rder, 
yotr,  fherffoic,  \ipon  the  foregoing  record,  ordered, 

1.  Tbat  tilt*  Wa-terville  Teleplione  Company  is  hereby 
authorized  to  execute  and  deliver  to  the  Citizen's  Trust 
Conii)any,  of  Utica.  New  V-ork,  a  corporation  organized  ami 
existing  nnd'cr  the  laws  of  the  State  of  N<'W  York,  a  certain 
indenture,  de(Ml  of  tnist,  or  mortgage  iii)0ii  all  its  plant  and 
property,  dated  tlie  fiwond  day  of  January,  1919,  to  se<-urf 
an  issue  of  first  mortgage  thirty-year  bonds  to  the  aggre- 
gate amount  of  $1!K),(HK),  face  value,  hearing  interest  at  the 
late  ol' ;')  per  ceiiit.  per  annum,  a  copy  of  which  indenture  lia.-^ 
lieeii  filed  with  the  Commission  herein,  and  tlmt  the  form 
thereof  so  filed  is  hereby  apjiTOved;  provided  that  .«aid 
company  shall  have  no  right  or  autliority  to  issue  any 
bonds  pursuant  to  the  terms  of  said  mortgage  except  af 
}iereiii  or  hereafter  authorized  by  the  Coiimiission. 

2.  That  upon  the  execution  and  the  delivery  of  said 
indenture  so  authorized  there  shall  be  tiled  with  this  Com- 
mission a  cojiy  thprp>of  in  the  form  in  which  it  was  executed 
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and  delivered,  together  with  an  affidavit  by  the  president 
or  other  executive  ofKcer  of  the  eompany,  stating  that  the 
indenture  as  executed  and  delivered  is  the  same  as  that 
lierein  approved  by  the  Coniniission;  and  no  bonds  secured 
thereby  shall  be  issued  or  sold  until  the  pro^-isions  of  this 
clause  have  been  complied  with. 

;i.  That  the  Waterville  Telephone  Company  is  hereby 
authorized  to  issue  $6,000,  face  value,  of  its  5  per  cent, 
thirty-year  first  mortgap*  bonds  mwier  the  aforesaid 
mortgage. 

4.  That  sai<l  bonds  of  the  total  face  amount  of  $6,000 
may  be  sold  for  not  less  than  f)0  per  cent,  of  their  face  value 
to  realize  net  jiroceeils  of  at  least  $r),400. 

5.  That  the  proceeds  of  said  Iwmls  so  authorized,  M-hich 
^llall  not  lie  Wfv  than  $5,400,  shall  be  used  solely  and 
exclusively  for  the  purpose  of  ■discharging  notes  payable  to 
First  National  Bank  of  Oriskany  Falls  due  Fel>ruary  10, 
1!)19,  or  the  renew-als  thereof,  $5,400. 

fi.  Tliat  jM-nding  the  sale  of  the  lK>n<ts  herein  authorized 
the  Waterville  Telephone  Company  may,  in  the  alternative, 
pledge  at  not  less  than  90  ](er  cent  of  their  face  value  all 
or  any  part  of  said  bonds  as  collateral  security  for  any  of 
its  loans,  provided  that  the  following  prohibitions  are 
ebserved: 

(h)  That  the  |irim-i)tal  of  sudi  loiiius  for  wbidi  Haiti  bonds  arc  pledged 
sliall  in  no  event  he  li'wi  tlian  !)0  per  t-eut.  of  the  face  value  ot  the  bonds 
ple<lK<'d  aB  collateral  set'urity  therefor. 

(h)  That  said  bonds  shall  not  lie  )>le<lKF<l  for  a  greater  period  than  one 
year  from    the  date  of   tiiis   order    without    the   further   order  of  this 

(<■)  That  thn  actual  cost  of  the  money  to  be  prwnred  throDRh  the 
issuance  of  the  short  term  loans  above  mentioned  shall  not  be  greater  than 
6  per  cent,  per  annum. 

7.  That  the  notes  or  the  procee<ls  thereof  for  which  lH>nds 
herein  authorized  are  pledged  as  collateral  security  shall 
be  used  solely  and  exclusively  for  the  pm-pose  for  which 
the  bonds  or  their  ]>roceeds  are  authorized  to  be  used  as 
ennmeratetl  in  clause  N'o.  .">  of  this  order. 


DigilizcdbyGOOglc 


]  392    New  York  Publk-  Servh:f.  Com  mission— Sbcoxd  Dist. 

[N-.  Y. 
8.  That   the  Waterville  Telephone  Company  shall  for 
eaeh  six  months'  period  ending  June  30  and  December  31 
Sle,  not  more  than  thirty  days  from  the  end  of  such  period 
a  verifie<l  report  which  shall  show : 

(a)  Whfit  securities  hove  been  sold  or  pled^d  diiriris  such  i>erioa. 

(b)  The  dntes  of  such  sales  or  pledgings. 

(e)  To  or  with  whom  such  sei^urities  were  sold  or  pledgf^. 

(d)  Whflt  proceeds  were  realized  from  such  sales  or  pledging!). 

(e)  The  )>i-incipHl,  term,  and  interest  rate  of  each  loan  for  which  sneli 
bonds  are  pledged. 

(f)  The  lotal  face  value  of  bonds  which  remain  pledged  as  collateral 
security  for  said  loans  on  the  closing  date  of  such  period. 

ig)   Any  other  terms  and  conditions  of  such  transactions. 

(h)  In  detail  the  amount  of  the  proceeds  of  the  bonds  or  loans  herein 
authorized  which  has  \teea  expended  during  such  period  for  the  puri>ose 
specified  herein. 

Such  reports  sliaJl  eontimie  to  1m?  filed  until  all  of  said 
securities  shall  have  been  sold  or  pledged  and  the  ])roceeds 
expended  In  awordance  with  the  authority  coiitaine<i  herein, 
and  if  during  any  period  no  securities  were  sold  or  pledged 
or  proceeds  expended  the  reijort  shall  set  forth  such  fact. 

9.  That  this  proceeding  is  hereliy  continued  upon  the 
rewrds  of  the  Commission  until  the  examination  which  is 
to  l>e  made  of  the  hooks,  accounts  and  property  of  the  peti- 
tioner herein  shall  have  been  concluded  and  the  corrections, 
if  any,  which  by  reason  of  such  examination  this  Commis- 
sion sliall  determine  to  be  proper  and  necessary-,  have  been 
made,  accepted  by  the  corporation,  and  entered  in  tho 
accounts  of  said  company  to  the  satisfaction  of  tlie  Com- 
mission; and  this  order  is  expressly  conditioned  upon 
acceptance  by  the  corporation  of  any  such  determination 
by  the  Connuission  and  compliance  with  any  sulwequent 
direction  or  order  of  tlie  Connuission  in  the  premises. 

10.  That  the  authority  containctl  in  this  order  to  issue 
se<'urities  is  upon  the  express  condition  tliat  the  petitioner 
accepts  and  aj^recs  to  comply  in  good  faith  with  tlie  pro- 
visions hereof,  and  before  any  securities  are  issued  pur- 
t-uant  hereto,  and  within  thirty  days  of  the  sen-ice  hereof. 
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the  company  shall  advise  the  Commissioii  whether  or  not 
it  accepts  the  same  with  all  its  terms  and  conditions,  and 
such  order  shall  be  of  no  force  or  effect  until  such  accept- 
ance has  been  filed. 

FinaUtf  it  is  determined  and  stated,  That  in  the  opinion 
ol'  tlie  Commission  the  money  to  be  procured  by  the  issue 
of  said  securities  herein  authorized  is  reasonably  required 
for  tlie  purpose  s])ecified  in  this  order,  and  that  such  pur- 
pose is  not  in  who3e  or  in  part  rea'sonahly  chargeable  to 
ofM-rating  expenses  or  to  income. 

Pebrimry  18,  1919. 
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NOBTH  DAKOTA. 

Board  of  Railroad  Oommissioners. 

In  re  Cossoi.iDATiox  of  the  Tblephose  Exchakges  of  Tm. 
xorthwertehs  telephone  exchajf(ib  company  at 
Ghakd  Forks,  North  Dakota. 

Order  Xo.  82. 

Decided  January  30,  1919. 

Pliyslcal  Coimection  Between  Two  Fonnerlr  Competing  Ezcluuigea  in 

Sftine  Oity,  Now  Owned  by  One  Oompanr,  Ordered  —  Compuir 

Ordered  to  DesiBt  fiom  Collecting  Dnpllcate  Telephone 

Ohargei  Where  Services  of  the  Two  Exchanges 

were  Not  Dnplicated. 

Opjsion  and  Order. 

On  or  about  August  1, 1918,  Tlie  Northwestern  Teleplionc 
Exchange  Company,  owned  and  operate*!  a  telephoiu' 
excliangv  at  Grand  B^orks,  North  Dakota,  and  secured  titit 
to  the  teleplione  exchange  of  the  Tri-State  Telephone  an<l 
Telegraph  Company  of  the  same  city.  Permission  wa- 
secured  from  the  city  council  of  Grand  Forks  and  this 
Board  to  consolidate  the  exchange  formerly  o\\iie<i  by  thi' 
Tri-State  Telephone  and  Telegraph  Company  and  thf 
exchange  of  the  Northwestern  telephone  company.  In  an 
agreement  entered  into  with  the  city  of  Grand  Forks  on 
that  date  The  Northwestern  Telephone  Exchange  Com- 
pany, which  will  be  referred  to  herein  as  the  telephoin' 
company,  agreed  to  make  physical  connectJou  between  tii'' 
two  exchange  systems  at  the  earliest  possible  date  or  not 
later  than  January  1,  1920. 

Upon  petition  by  the  statutory  number  of  patrons  of  the 
telephone  company,  hearing  was  had  before  this  Commis- 
sion on  the  eighth  day  of  January,  1919,  at  which  the  tele- 
phone company  was  represented  by  counsel  and  the  State 
1394 
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by  the  attorney  general  of  the  State.  It  was  coiwteiided  by 
Ihe  witnesses  tor  the  State  that  physical  eomieetion  could 
be  made  between  the  two  telephone  systems  at  Grand  Forks 
within  thirty  dtiys  and  at  a  cost  of  about  $200.  It  was  con- 
tended by  the  witnesses  for  the  telephone  company  tliat 
the  exchanges  could  not  be  consolidated  at  a  cost  less  than 
$60,000  and  that  a  temporary  physical  connection  would 
coiit  at  Ifast  $4,600.  It  was  further  contended  by  the  tele- 
phone company  that  this  Commission  was  witlwut  juris- 
diction upon  the  grounds  that  Chapter  209  of  the  Laws  of 
1915  did  not  contemplate  t'omie<-tion  between  telephone 
.systems  owned  by  the  same  corporation,  company  or  per- 
son, and  t)iat  defendant  teleplione  company  was  engaged 
at  Grand  Forks  in  interstate  commerce  and,  theVet'ore, 
beyond  the  jurisdiction  of  the  Commission. 

The  legal  objections  will  be  considered  first.  We  cannol 
agree  with  defendant's  contentions.  Section  11  of  Chapter 
l'09  provides  tliat  physical  eonneetion  may  bo  made  and 
service  establislied  between  tlie  teleplione  exchanges  owned 
by  different  corporations,  companies,  or  persons  or 
between  telephone  systems  regardless  of  their  ownersliip. 
The  pro\'isions  of  this  section  together  with  the  provisions 
of  Section  10,  proliibiting  duplication  of  service,  and  Sec- 
lion  2,  conferring  upon  this  Commission  supervision  of 
telephone  systems  witliin  the  State,  lodges  "with  it  ample 
power  to  order  this  eonneetion. 

Defendant's  contention  that  its  property  at  Grand  Forks 
i."  engaged  in  interstate  connnerce  is  not  material.  Physical 
connection,  unless  so  unreasonable  as  to  become  a  direct 
burden,  between  common  carriers,  is  not  a  burden  upon 
interstate  commerce.  This  has  been  the  settled  law  since 
the  Supreme  Court  of  the  United  States  so  declared  in  Wia- 
consin  E.  T.  C.  Railuay  Co.  v.  Jacobson,  179  U.  S.  287; 
see  also  Oicffoii  R.  R.  d  N.  Co.  v.  Fairchild,  224  U.  S.  910. 

As  to  whetlier  or  not  defendant  telephone  company 
has  exercised  due  diligence  in  making  this  'physical  con- 
nection is  a  controverted  question  and  not  without  its 
difficulties.     It   is  clear   that   they   are  not  barred   from 
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iiiaking  immediate  eoniiection  by  their  contract  witli 
the  city  in  which  it  was  agreed  that  it  was  to  be  made  at 
tlie  earliest  possible  moment  and  in  no  event  at  a  later  date 
"than  January  1,  1920.  There  was  considerable  conflict  in 
Ihe  testimony  as  to  the  method  of  making  this  physical  con- 
nection, its  cost  and  feasibility.  The  Commission  is  of  the 
opinion,  hoM'ever,  that  eighteen  months  is  an  unreasonable 
period  for  this  purpose  and  that-  it  works  an  undue  hard- 
ship upon  its  subscribers  in  the  city  of  Grand  Forks. 

It  is  clear  to  the  Conuiiission,  however,  that  to  permit 
defendant  to  burden  the  people  of  Grand  Forks  with  $1,00!J 
or  more  a  month  for  duplicate  telephones  during  the  time 
of  this  consolidation  is  entirely  without  equity.  The  bene- 
fits of"  consolidation  accrue  alike  to  the  telephone  company 
and  its  patroiis.  That  the  patrone  ehould  be  compelled  to 
bear  the  entire  burden  of  the  cost  of  the  duplicate  service 
during  the  time  'that  the  telephone  exchanges  are  beiiig 
consolidated  or  united  is  entirely  without  equitable  defense. 

It  is,  therefore,  ordered,  That  the  telephone  company  on 
and  after  February  1, 1919,  desist  from  collecting  duplicate 
telephone  charges  wherever  the  seT\'ice  of  the  North- 
western telephone  excl>ange  and  the  Tri-State  teleplioae 
exchange  are  not  duplicated;  but  that  the  defendant  con- 
tinue to  furnish  service  through  both  exchanges  to  sucli 
patrons  until  such  time  as  the  exclianges  are  consolidated 
or  connected. 

//  is  further  ordered,  That  jdiysical  connection  l>etweei] 
the  telephone  systems  be  completed  by  the  defendant  at  a 
date  not  later  than  the  first  day  of  June,  1919. 

Dated  at  Bismarck,  North  Dakota,  tliis  tliirtieth  day  of 
January,  1919. 
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The  Public  Utilities  Oommiasion. 

In  /v  xy-PLiCATiON  OF  Receivebs,  Central  Union  Telephone 
Company,  fob  Leave  to  Accept  and  Hold  Certain 
Stock  of  Sundry  Telephone  Companies  iNconpoBATEi) 

UNDER  THE  IjAWS  OF  OhIO. 

Na  1612. 

Decided  February  7,  1919. 

Recflivers  of  Foreifn  Coiporfttion  Aathorlzed  to  Accept  uid  Hold  Stock 

of  Domestic  Oorporatlona  in  Exchange  for  Hotee  of  Said 

Domestic  Oorporations  Held  1)7  B«ceiTers. 

Opinion  and  Order. 
This  day,  (the  Conunissioii  having  heretofore  deemed  a 
lieariiig  thereapon  to  be  mmecessary),  this  matter  came  on 
t'or  final  cousideration  upon  the  application  of  Da's-id  R. 
Forgan,  Edgar  S.  Bloom  and  Frank  F.  Fowle,  the  duly 
ajipointed,  qualified  and  acting  Receivei-s  of  Central  Union 
Telephone  Company,  asking  t)ie  consent  to  and  approval, 
by  this  Commission,^  of  tlieir  acceptance,  as  such  Receivers 
of  Central  Union  Telephone  Company,  and  future  holding, 
of  the  common  capital  stocks  of  The  Carroll  Telephone 
Company,  of  the  par  value  of  $2,542.50;  of  The  Rusliville 
Bell  Telephone  Company,  of  the  par  value  of  $790.67;  of 
The  Sugar  (irove  Telephone  Company,  of  the  par  value  of 
$1,250.20,  and  of  Tlie  Perry  County  Telephone  Company, 
of  the  par  value  of  $9,767.82,  in  exchange  for  the  three-year, 
(i  per  cent,  convertible  trust  notes  of  said  companies,  of 
equal  principal  amounts,  now  held  by  said  Receivers  under 
authority  of  the  order,  made  and  eiiteretl  by  this  Conunis- 
sion  in  procee<Jing  No.  1313' : 


e  Commission  Leaflet  No.  74,  p.  3.')0. 
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The  Commission,  being  fully  advised  in  the  preniises. 
finds  that  the  service  I'nniished  the  public  will  be  improve*! 
(hereby  and  that  the  public  will  thereby  be  furnished 
adequate  service  for  a  reaKonable  and  just  rate,  rental,  toll 
or  charge  therefor,  and  is  satisfied  that  its  consent  an>l 
authority  for  the  acceptance  and  holding  of  said  capital 
i^tocks  should  be  granted. 

It  is,  therefore,  ordered,  That  the  said  David  K.  Forgan. 
Kdgar  S.  Bloom  and  Frank  F.  Powle,  as  Receivers  of  Cen- 
tral Union  Telephone  Company  be,  and  hereby  they  are. 
authorized  to  accept  and  hold;  in  exchange  for  the  nott-s 
of  said  companies  of  sucii  principal  sums  now  held  by  them, 
the  conmion  capital  stocks  of  The  Carroll  Telephone  Com- 
pany, of  the  par  value  of  $2,542.50;  of  The  Rushville  Bell 
Telephone  Company,  of  the  par  value  of  $790.67;  of  The 
Sugar  Grove  Telephone  Company,  of  the  par  value  of 
ijil  .250.20.  and  of  The  Perry  County  Trfephone  Conipany.  o!' 
the  par  value  of  $9,767.82. 

If  is  further  ordered,  That  the  findings  hereinbefore  set 
forth  as  to  rates  and  service  shall  not  be  binding  upon  tliis 
Comnussion  in  any  future  proceeding  iiivol\Tng  paiii 
matters. 

Dated  at  Columbus,  Ohio,  this  seventh  day  of  Fehruar>-. 
191J). 


lu  re  Joint  Petition  of  The  Ohio  State  Teu:phose  Com- 
pany AND  Thk  Portage  County  Telephone  Companv 
FOR  Approval  ov  PrpcHASE  and  Sale. 

Xo.  1491. 

Decided  February  II,  1919. 

Acqnisitioii  of  Property  of  One  OompuiT  by  Asothar  Ownins  An  tltc 

Capital  Stock  of  the  Former  Authorized. 

Opinion  and  Obdeb. 

This  day  after  full  hearing,  due  notice  of  the  time  and 

place  of  which  was  given  to  all  parties  in  interest,  this 
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matter  came  on  for  final  consideration  upon  the  joint  appli- 
cation of  The  Ohio  State  Telephone  Company,  a  corpora- 
tion organized  and  existing  mKl^r  the  laws  of  Ohio,  anrl 
The  Porta)i;e  County  Telephone  Company,  a  corporation 
organized  and  existing  under  the  laws  of  Ohio,  all  of  whose 
.-;to<'k  was  pnrchased  and  is  now  held  hy  said  The  Ohio  State 
Teleplwne  Company  under  the-  authority  granted  by  the 
order,  made  and  entered  as  of  date  July  :i6, 1918,  in  proceed- 
ing No.  1498.'  asking  the  consent  to  and  approval,  by  this 
{'onmiissioii,  of  the  sale,  by  said  The  Portage  County 
Telephone  Company,  of  all  its  assets  to,  and  the  purchase 
and  acquisition  thereof  by  said  The  Ohio  State  Telephone 
Company ; 

l'()on  consideration  whereof,  and  being  fully  advise<l  in 
liii-  premises,  the  Conmiisslon  finds  that  the  convenience 
ii\'  tlie  public  will  ])e  promoted  tliereby,  and  tliat  the  public 
will  thereby  be  furnislied  adequate  service  for  a  reasonable 
and  just  rate,  rental,  toll  or  charge  tlierefor,  and  is  satis- 
tied  that  its  consent  and  authority  for  such  purchaise  and 
sale  of  said  property  should  be  granted. 

If  is,  tJicrrfoic,  ordered,  That  said  The  Portage  County 
Telephone  Company  be,  and  hereby  it  is,  authorized  to  sell 
and  convey  to  The  Ohio  Stat('  Teleplfone  Company,  all  of 
its  property  and  assets;  and  said  The  Ohio  State  Tele- 
jilione    Coini>any   hereby   is   authorized    to    purchase   and 
j',c<|uire    said    property — .the    consideration    therefor    to 
I'e  that  consideration  passed   for    saitl   capital    stock   of 
The    Poi'tage    County    Te]e])hoiie    Company,    and    formal 
iiuthority  hereby  is  graait^I  said   The   Ohio  Hbate  TeVe- 
jilioue    Company,    upon    the    surrender    and    cancellation 
tif    said    cajiital    stock   and    the    dissolution  of   said  The 
I'ortagp    County    Telephone    Company,    to   transfer  from 
Account  No.  10'),  Investment  Securities,  to  Account  No. 
1(H,  Fixwl  Capital  Installed  Since  Dceenil>er  31,  1912,  i-t.* 
said    original    investment    in    the    enpital    stock    of    The 


■Seo  CoramiBsion  Lenflrt  No.  81,  p.  1059. 
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lOhio 
Portage  County  Telephone  Company  hereby  appropriate*! 
to  the  assets  of  said  company. 

It  is  further  ordered,  That  nothing  herein  shall  be  con- 
strued to  he  a  eonsent  to  or  approval  by  this  Coniniimon 
of  any  increase  in  rates  or  diminution  of  sen'ice  in  tlie 
territory  uo^w  serve<l  by  means  of  said  property,  nor  shall 
the  findings  hereinbefore  set  forth  as  to  rates  and  service 
be  binding  upon  this  Conunission  in  any  future  proceeding 
involving  said  matters. 

It  is  further  ordered,  That,  forthwith  upon  the  passing 
of  the  title  to  said  property,  the  applieants  file  with  thi^ 
Commission  schedules  providing  for  their  respective  with- 
drawal from  and  inauguration  of  service  within  the  terri- 
tor;'  now  ser^'ed  by  means  of  said  property. 

Dated  at  Columbus,  Ohio,  this  eleventli  dav  of  Februan', 
1919.' 


1)1  re  AppufATiON  of  The  Ohio  State  Tei-ephone  Com- 

PAXV    FOB    Al'THORlTY   TO    IsSX'E    Se(XRITIES. 

No.  1500. 

Decided  February   11,  1919. 

lunfi  by  Domeatic  Corporation  of  5  Per  OenL  Mortgace  Bonds  at  92>/s, 
Authorised  —  Discount  to  be  AmortiBed. 

Opinion  and,  Obdkr. 
This  day,  after  full  hearing,  due  notice  of  the  time  and 
place  of  which  was  given  to  all  parties  in  interest,  tlii?: 
matter  came  on  for  final  consideration  upon  the  applica- 
tion, as  amended,  of  The  Ohio  Stat^*  Telephone  Company, 
(a  corporation  organized  and  existing  under  the  laws  of 
Ohio),  asking  the  consent  and  authority  of  this  Conmiis- 
t'ion  to  issue  consolidated  and  refunding  mortgage,  5  per 
cent,  bonds  of  the  principal  sum  of  $179,380,  $26,000  priiv 


*  On  the  same  day  a  tuniilar  order  was  issued  in  the  case  of  In  re  Tke 
Ohio  State  Telephone  Company  atid  The  Nelnoaviite  and  Murray  Home 
Telephone  Company  for  Approval  of  Purchase  it»d  Sale,  No.  ISfti. 
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<'ipal  amount  tlHreol'  to  be  (h'livered,  at  90,  in  (li«charge 
ol'  a  part  of  applicant's  indebtedness,  created  and  incurred 
lor  aiKi  on  account  of  tlie  acquisition  of  all  of  the  capital 
stocks  of  The  Nelsonville  and  Murray  Home  Telephone  Com- 
pany, and  The  Portage  County  Telephone  Company,  and 
all  of  the  stocks,  except  five  shares  of  the  common  capital 
stock  of  The  Citizens  Telephone  Company,  of  Berea,  Ohio, 
and  the  proceeds  arisinfi;  from  the  sale  of 'the  r^emainder, 
$151,380,  principal  amount,  of  said  bonds  to  be  used  to 
di'Sfcharge  thy  remainder  of  such  indebtedness  and  to  pro- 
vide for  the  acquisition  of  the  remaining  shares  of  said 
common  stock  of  said  The  Citizenit  Telephone  Company  of 
Berea,  Ohio: 

Upon  consideration  whereof,  and  being  fully  advised  in 
the  premises,  the  Commission  finds: 

1.  Thflt  the  vaiup  of  the  properties  of  said  The  Nelsonvillp  and  Murray 
Hume  Tele|ih()iie  Company,  Tlic  Portage  County  Telephone  Company 
find  The  Citizens  Telejihone  Company,  of  Berea,  the  eontrol  of  which  was 
a<'<niired  hy  applicant's  purchase  of  said  capital  stocks,  and  the  title  to 
tvh'tli  is  now,  under  authority  of  this  Commission,  to  be  passed  to  appli- 
cant for  that  consideration  passed  tor  said  capital  stocks,  is  not  less  than 
the  principal  amount  of  the  bonds  herein  to  he  authorized;  and 

2.  That  the  issue  of  all  of  applicant's  said  bonds  is  reasonably  required, 
and  the  money  to  be  procured  by  the  sale  of  a  portion  thereof  necessary 
for  the  payment  and  dis<-hai^e  of  applicant's  lawful  ind^-btedness,  incurred 
for  and  ou  account  of  the  acquisition,  initially  through  control  of  the 
capital  stoi-k  and  thereafter,  by  tlie  passing  of  title,  of  property  to  be 
actually  used  and  useful  for  the  <M)nveiiien<-p  ol  tlie  public  in  the  furnish- 
ing  of  telei>honic  service,  and 

3.  The  applicant  now  hnvin{>:  bonds  outstanding  in  excess  of  its  issued 
and  outstanding  capital  stocks,  that  the  issue  of  said  bonds  in  excess  of 
applicant's  outstanding  capital  stocks  and  the  expenditure  of  the  proceeds 
of  such  excess  of  bonds  should  be  specifically  consented  to,  authorized  and 
approved. 

and  is  satisfied  that  consent  and  authority  for  the  issue  and 
disposition  of  said  bonds  should  Iw  granted. 

It  is,  therefore,  ordered.  That  said  The  Ohio  State  Tele- 
phone Company  be,  and  here))y  it  is.  authorized  to  issue  its 
consolidated  and  refunding  mortgage,  ")  per  cent,  bonds  of 
the  total  principal  sum  of  $179,380,  and  that  $151,380,  prin- 
cipal amount  thereof,  be  sold  for  the  highest  price  obtain- 
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able,  but  not  less  than  92'/j  p^r  ceiituiii  of  the  par  valut- 
thereof. 

//  is  further  ordered,  That  any  discount  arising  from  tho 
disposition  of  said  bonds  at  less  than  the  jjar  value  thereof 
lie  amortized  pursuant  to  the  rule.-*  and  rcjiulations  liereto- 
fore  prescribed  by  tliis  Conmiission. 

It  is  further  ordered,  That  the  issue  of  said  bonds  in 
excess  of  applicant's  issued  and  outstanding  capital  stocks, 
and  tlie  expenditure  of  the  proceeds  thereof  as  hereinafter 
prescribed,  be,  and  hereliy  they  specifically  are,  consented 
to  and  authoriiiei.),  and  appi-oved. 

//  in  further  ordered,  That  $28,000,  principal  amount  of 
said  bonds,  be  issued,  as  JuJly  paid  and  at  the  rate  of  9j 
per  centum  of  the  par  value  thereof,  and  the  proceeds  aris- 
ing from  the  sale  of  the  remaining  $151,380,  principal 
amomit  of  said  bonds  [be]  expended  for  the  lull  and  final 
payment  and  discharge  of  applicant's  indebtednes!*. 
incurred  for  and  on  account  of  the  ac*iuisition,  under  the 
iiuthority  of  the  orders,  ma<le  and  entered  as  of  date  July 
26,  1918,  in  proceedings  Nos.  1496,'  1497t  and  1498,t  of  al'l 
the  capital  stocks  (including  five  shares  of  the  conunon 
capital  stock  of  The  Citizens  Telephone  Company  of  Berea, 
the  purchase  of  which  has  not,  as  yet,  been  consmiunated) 
of  said  The  Citizens  Telephone  Company  of  Berea,  The 
Portage  County  Telephone  Company  and  The  Nelsomille 
and  Murray  Home  Tele])hone  Company ;  nor  shall  said  pro- 
ceeds of  said  bonds,  or  said  $28,000,  principal  amount  of 
said  bonds,  be  used  for  any  other  purpose  whatsoever. 

It  is  further  ordered,  That  the  applicant  make  verified 
leport  to  this  Commission  of  the  is.«ue  and  dispoi^ition  of 
said  bonds  and  the  expenditure  of  the  proceeds  of  so  many 
thereof  as  may  be  sold,  pursuant  to  the  terms  and  condi- 
tions of  this  order. 

Dated  at  Colnnibus,  Ohio,  this  eleventh  dav  of  Febmarv, 
1919. 

"  See  Commission  Lenflet  No.  81,  p.  1056. 
t  See  Commission  Leaflet  No.  81,  p.  1057. 
t  See  Conmiission  LoBflet  No.  81,  |>.  in.ll). 
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In  re  Joint  Application  or  Thk  Ohio  State  Telephosk 

COMPANV   AND   ThE    CiTIZENS   TELEPHONE    CoMPAKV    OF 

Berea  for  SrcH  Consest  and  Approval  of  the  Com- 
mission  AS   May  be  Necessary  to   Permit  Them  to 
Pi-rchase  and  Sell  Certain  Telephone  Property. 
No.  1514. 
Decided  Febmary  11,  1919. 

Acaolsitioii  of  Proper^  of  One  Oorporation  by  Another  vbich  Held 
SnbEtantiaUy  All  of  OipiUl  Stock  of  the  Fonuer,  Authorised. 

Opinion  and  Obdeb. 

This  day,  after  tiiU  hearing,  due  notice  of  the  time  and 
place  of  M'hieh  was  given  to  all  parties  in  interest,  this 
matter  came  on  for  final  consideration  upon  the  joitit  appli- 
cation of  The  Ohio  State  Telephone  Company,  (a  corpora- 
tion organized  and  exis+ing  under  the  laws  of  Ohio),  and 
The  Citizens  Telephone  Company,  (a  corporation  organ- 
ized and  existing  mider  the  laws  of  Ohio  with  its  principal 
place  of  business  at  Berea,  Ohio,  all  of  whose  <»ipitat  stocks, 
with  the  exception  of  five  shares  of  common  ■stock  of  the  par 
value  of  $100  each,  was  purchased  and  is  now  held  by  said 
The  Ohio  State  Telephone  Company  under  the  authority 
granted  by  the  order,  made  and  entei-ed  as  of  date  July  26, 
1918,  in  proceeding  No.  1497*),  asking  the  consent  to  and 
approval,  by  this  Conmiissioii,  of  the  sale,  by  said  The 
Citizens  Telephone  Company,  of  Berea,  of  all  its  assets  to, 
and  the  purchai-e  and  acquisition  thereof  by  said  The  Ohio 
State  Telephone  Company: 

Upon  consideration  whereof,  and  being  fully  advisefi  in 
the  premises,  the  Coiimiission  finds  that  the  convenience 
of  the  public  will  be  promoted  thereby  and  that  the  public 
will  thereby  lie  furnisheii  adequate  service  for  a  reasonable 
and  just  rate,  rtntal,  toll  or  charge  therefor,  and  is  sati;*- 
fied  that  its  consent  and  authority  for  such  purchase  and 
wale  of  property-  should  be  granted. 


■  See  Commisfiion  Leaflet  No.  81,  p.  1057. 
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It  is,  therefore,  ordered,  That  said  The  Citizens  Tele- 
]ilioiie  Comi)any,  of  Berca,  be,  and  hereby  it  is,  authorizfii 
to  seil  and  convey  to  The  Ohio  State  Tele-phone  Company, 
all  of  its  property  and  assets;  and  said  The  Ohio  State 
Telephone  Company  hereby  is  authorized  to  purchase  and 
ar(|uire  said  property— the  consideration  therefor  to  b? 
that  consideration  passed  for  said  capital  stock  of  The 
Citizens  Teleplione  Company,  plus  an  equivalent  pro  rata 
consideration  to  be  paid  for  the  remaining  five  sliares  of 
said  conniion  capital  stock;  and  formal  autliority  hereby 
is  granted  said  The  Ohio  State  Telephone  Company,  upon 
ijie  surrender  and  cancellation  of  said  capital  stocks  and 
the  dissolution  of  said  The  Citizens  Telephone  Company, 
to  ti'ansfer  from  Account  No.  105,  Investment  Securities, 
to  Aeeount  No.  101,  Fixed  Capital  Installed  since  Decem- 
ber 31,  1912,  its  said  original  investment  in  the  ca]>itai 
stock  of  The  Citizens  Telephone  Company  hereby  appro- 
priated to  the  assets  of  said  cotnpany. 

/(  is  further  ordered,  That  nothing  herein  sliall  be  con- 
t'trued  to  be  a  consent  to  or  approval  by  this  Commission 
of  any  increase  in  rates  or  diminution  of  service  ■within  the 
territory  now  served  by  means  of  said  property,  nor  shali 
the  findings  hereinbefore  set  forth  as  to  rates  and  servict- 
be  binding  upon  this  Cojnmission  in  any  future  proceeding 
invohing  said  matters. 

It  is  further  ordered,  Tliat,  forthi^ith  upon  the  passing 
of  the  title  to  said  property,  the  applicants  file  with  this 
Conunission  schedules  providing  for  their  respe<'tive  wrtli- 
ilra^\"al  from  and  inauguration  of  wrvice  within  the  terri- 
tory now  served  by  means  of  said  property. 

Dated  at  Columbus,  Ohio,  this  eleventli  day  of  Februar;-. 
1919. 
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Corporatioa  Commission. 

State  e.v  rel.  S.  P.  Freeling,  Attorney  GEXi:nAi,  r.  Soi'TH- 
WESTEHN  Bell  Telephone  Cosipanv. 

Cause  No.  3641  —  Onlpr  No.  1541. 

Decided  February  19,  1919. 

T«lephone  Company  Fined  for  FaUiue  to  Befrajn  from  Installing  Toll 
Rates  Prescribed  in  Order  Ko.  2495  of  Postmaster  Oeneral. 

The  prayer  of  the  conijilHint  and  affidavit  in  this  cast'  was  for  an  order 
ot'  the  CumniiiMion  restraining  the  defendant  from  continuing  to  enforce 
and  kee))  in  etfei-t  the  rates,  ehai^es  and  i>raetii^es  installed  hr  it  on 
Janunry  21,  1!)19,  and  for  the  nssessnietit  of  fines  as  |>n>vided  by  law 
for  the  violation  of  Order  No.  10].' 

On  Janu8r>-  21.  1919,  the  Commission  ordercdf  the  Southwestern  Bell 
coin|iany  to  desist  front  putting  info  effect  and  maintaining  the  rates, 
prartiees  and  elisrges  which  it  i>ut  into  effet-t  at  12:01  a.  m.  on  that  day, 
in  violation  of  the  Cornniission's  orders,  and  ordered  that  the  eompiaint 
and  aOidavit  be  set  down  for  hearing  on  February  11. 

JJelil;  That  the  Cor])oration  Commission  was  given  jurisdiction  by 
Sei'licjn  18,  Article  9,  Constitution  of  Oklahoma,  to  regulate  intrastate 
telei>honc  rnfps  and  to  promulgate  orders  presertbinp  and  fixing  sneh 
rates;  tliiit  by  Section  19,  Article  9  of  the  Constitution,  the  Commission 
lind  power  to  enforce  its  orders  with  reference  to  telephone  companies 
by  the  assessment  of  a  fine ;  that  as  far  as  the  r^ulation  of  public  service 
cori>onitions  is  concerned,  the  Corporation  Commission  lias  executive. 
Judicial  and  l^islative  powers  and,  being  created  a  court  inferior  only 
to  the  Supreme  Court,  has  iiower  to  punish  for  contempt  violations  of  its 

That  the  action  of  the  Sontliwpst<'m  Bell  company  in  increasing  and 
changing  rates,  and  in  putting  into  effect  practices  difTorent  from  those 
in  effect  prior  to  Januarj'  21,  1919,  without  application  to  the  Com- 
mission, or  consent  therefor,  constituted  a  violation  of  the  Commission's 
Order  Xo.  101,'  which  re<|uired  telephone  ennqianies  operating  for  hire 

•  See  U.  C.  T.  C.  729. 

t  See  Commission  Leaflet  No.  87,  ]).  1079. 
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not  to  i?liarg(>  a  greater  or  different  rate  for  siuiilHr  service  tlmn  the  raff 
prescribed  by  the  Commission,  without  the  consent  of  the  Commissi lai. 
and  subjected  the  eompany  to  a  fine  of  $500  per  day  for  each  day  IIiim' 
rates  and  practices  were  kept  in  effect  —  amounting  from  Januan'  21 
to  February  11,  both  inclusive,  (o  $11,000; 

That  the  joint  resolution  of  Congress  of  July  16,  1918,  dislimily 
reserved  to  the  states  the  jjower  over  intrastate  telephone  rates; 

That  the  Southwestern  Bell  company  could  not  plead  as  a  defense  in  a 
contempt  proceeding  brought  for  violation  of  an  order  of  the  Coninii^- 
sion,  that  it  was  acting  under  order  of  the  Postnmster  General,  since  tli>- 
law  did  not  give  the  Postmaster  General  .jurisdiction  over  intrastate  mlf*: 

That  there  was  no  good  reason  why  the  stales  should  longer  be  bur- 
dened with  interference  in  purely  intrastate  matters  when  the  mililon 
necessity  therefor  no  longer  existed ; 

That  the  only  method  >)rovided  by  the  Constitution  and  laws  of  lli>' 
State  for  the  enforcement  of  the  orders  of  the  Commission  was  by  ftnft' 
for  contempt,  but  this  method  was  inadequate  and  an  injunction  pm- 
ceeding  should  be  bi-ougbt  in  a  court  of  competent  jurisdiction  for  Ibo 
restraining  of  the  Southwestern  Bell  company  from  further  continuini; 
the  rates,  charges  and  practices  installed  on  the  twenty-first  day  cf 
Jantiarj',  1919.* 

■  On  February  26, 1919,  in  the  cafe  of  State  of  Oklahoma  ej  re!.  Frefli'- 
V.  Southwe.'^terti  Bell  Telephone  Con\patiij,  H.  J.  Peltitigill,  E.  D.  .Vim', 
Ben.  F.  Reed,  John  M.  Noble  and  E.  E.  Westervelt,  the  District  Court  of 
Oklahoma  County,  Oklahoma,  ordered  that  the  defendants  South wl>^il<>^l 
Bell  Telephone  Company,  John  M.  Noble,  its  manager,  and  E.  E.  Wester- 
velt,  its  secretary  and  treasurer  and  general  conmiereial  sui>erintenciMit- 
and  the  said  John  M.  Noble  and  E.  E.  Westervelt  as  such  officials,  or  a- 
individuals,  or  as  agents  of  the  Postmaster  General,  be  enjoined  and 
restrained,  as  well  as  their  agents  and  employees,  from  continuini:  in 
force  or  charging  or  exacting  any  practice  or  rate  prescribed  by  Ordpr 
No.  2495  of  the  Postmaster  Genera!  issued  on  Decenibci'  U,  1918,  effective 
January  21,  1919;  and  furlher  enjoined  and  restrained  said  dcfentlafl'' 
from  putting  in  force  or  efEect,  or  chai^ng  or  exacting  any  rate  in  cxrtw 
of,  or  dilTerent  from,  the  order  of  the  Comoration  Commission  n! 
Oklahoma. 

To  this  order  the  defendants  and  each  of  them  excepted  and  pt^ 
notice  of  an  appeal  to  the  Supreme  Court  of  Oklahoma.  The  defendant.' 
also  made  application  for  an  order  of  supersedeas  which  the  Court 
denied,  to  which  the  defendants  excepted.  On  March  3, 1919,  the  Supreme 
Court  granted  a  supersedeas  and  set  the  case  for  aigument  on  the  njen'-- 
on  March  11,  1919, 
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Opiniox. 

Tliis  action,  brought  by  the  State  of  Oklahoma  on  rela- 
tion of  the  Attorney  General,  is  the  outgrowth  of  certain 
rates  and  practices  promulgated  and  put  into  effect  by  the 
Southwestern  Bell  Telephone  Company  at  12:01  a.  m.  on 
the  twenty^first  day  of  January,  1919.  Sometime  prior  to 
thi.«  date,  when  it  became  known  through  the  press  and  by 
reports  of  the  Southwestern  Bell  Telephone  Company  that 
the  aforesaid  rates  and  practices  would  be  installed  on  the 
(late  mentioned,  various  citizens  of  the  State  of  Oklahoma. 
]tatrons  of  the  Southwestern  Bell  Telephone  Company  and 
users  of  long  distance  service,  appealed  to  the  Coimnission 
for  relief  from  the  proposeil  rates  and  practices  said  to  be 
al)out  to  be  installed  by  the  Southwestern  Bell  Telephone 
Companj'. 

Tlie  Connnission,  in  the  meantime,  had  kept  itself 
adWsed  as  to  t)ie  proposed  action  of  the  Southwestern  Bell 
Telephone  Company,  which  action  purported  to  be  based 
on  tlie  onlers  of  the  Postmai*ter  General  of  the  United 
States,  and  had  directed  the  engineer  of  the  Corporation 
Commission  to  make  an  analysis  of  the  rates  and  practices 
which  it  was  proposed  to  install  on  the  said  twenty-first 
day  of  January,  1919.  This  analysis  showed  that  the  rat*8 
to  be  installed  were  in  excess  of  those  already  in  effect. 
The  analysis  further  showe^l  tliat  these  rates  and  practices 
were  revolutionary,  illusory,  unreasonable,  unjust  and  dis- 
criminatory in  the  following  things,  to-wit:  tliat  they  were 
excessive;  that  they  proposed  to  make  charges  for  service? 
not  rendered;  that  they  piu-jwrted  to  make  reductions  for 
service  at  times  and  during  hours  when  service  is  not 
us<*d  by  the  public  generally;  that  they  proposed  to  install 
and  enforce  arbitrarily  what  is  known  as  "  station  to  sta- 
tioii  service,"  whereby  paitrons  of  the  telephone  company 
M'ould  be  denied  the  use  of  the  telephone  lines  by  reason 
of  the  fact  that  they  coidd  not  call  an  individual  or  person 
hy  name,  where  the  rate  M-as  below  a  certain  amount  or 
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wlieie  tlie  distance  was  12  miles  or  less;  that  it  was  \irif 
posed  to  install  a  new  and  arbitrary  division  of  tolls 
betveeii  the  Southwestern  Bell  Telephone  Company  am! 
the  smallor  and  so-called  independent  telephone  com  panics, 
wlierehy  these  companies  would  be  compelled  to  do  busi- 
ness at  a  loss. 

The  Southwestern  Bell  Telephone  Company  had  hereto- 
fore arbitrarily  put  into  effect  excessive  cliarges  for  instal- 
lation, purporting  to  act  uixin  an  order  of  the  Postmaster 
<ieiieral.  This  matter  was  not  officially  protei^t^nl  hy  tlif 
Corporation  Connnission  for  the  reason  that  at  the  tini'- 
It  was  put  into  effect  tlie  country  was  eiiffaged  in  at-tivi' 
warfare,  and  our  armies  were  battling  with  the  forces  of 
llie  Central  Powers  on  European  soil,  and  we  were  dcvofinjr 
unieseivedly  the  resources  of  the  nation  and  of  this  Statr 
to  tlie  prosecution  of  this  war.  We,  therefore.  pretVrreil 
to  snfifer  in  silence,  to  see  the  people  of  the  State  endure 
hardships,  even  at  the  exjiense  of  submitting  to  unwar- 
ranted and  undelegated  power  and  authority,  and  to  enrhin- 
complaints  from  the  citizens  of  our  own  State,  than  tc 
raise  onr  voice  in  protest  at  a  time  when  the  resources, 
physical,  mental  and  moral,  of  the  entire  nation  vrcrf 
needed  to  the  utmost  in  crashing  the  enemy. 

But  "with  the  signing  of  the  arniistice  and  with  the  jmr- 
tial  return  to  normal  conditions  within  our  own  coinitry. 
there  appeared  no  good  reason  why  the  State  should  longer 
endure  unwarranted  or  undelegated  control  from  without, 
over  its  transportation  or  its  transmission  lines. 

The  protests  of  our  citizens  and  of  the  patrons  of  tlie 
Soulhwestern  Bell  Telephone  Company  over  the  proposeti 
rates,  charges  and  practices  to  be  installed  on  the  twenty- 
first  day  of  January,  1919,  lead  the  Connnission  to  com- 
nmnicate  with  the  Governor  of  the  State  in  an  effort  to 
arouse  the  people  to  what  it  believed  to  be  an  interferenw 
with  the  laws  of  the  State  and  the  introduction  of  a  regiint- 
destructive  both  to  the  prerogatives  of  the  State  and  tlu' 
service  rendered  by  the  telephone  systems. 
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Oil  January  18,  1919,  tlie  cliairinan  of  the  Coiinnissioii_ 
a<!drcsse(l  to  tho  Governor  of  the  State  the  follow'ing  letter, 
to-wit; 

"Office  of 

CORPORATIOX   COMMISHIOK' 

of  Oklahoma. 

Oklahonifl  City,  Okta.,  Jniranry  18,  1919. 
iron.  J.  B.  A.  Rol^rtaon, 

Governor  of  OltlalioiiiB, 
Oklahoma  Cily. 
Dear  Sir: 

You  wiit  iind  herpto  attaclied  fii]>i«'s  ot  I'oniiiniiiii'atioiis  rci-piveii  by  Hiia 
0(ininiisston  from  which  you  will  obson-p  thcro  is  geuprnl  and  prf^'e  dis- 
satisfaction with  the  telephone  situation. 

Wo  recjuest  that  yon  direct  the  Attorney  General  to  invesli^te  the  legal 
status  of  tlie  telephone  situation  witliin  this  State  and  then  (n-oeeed,  eitlier 
liefore  this  Commission  or  some  other  tribunal,  to  enl'oi'i-e  the  riRhts  of  tlk" 
State,  if  in  his  opinion  they  are  enforeeable,  against  the  assumption  nnd 
demands  of  (he  Postmaster  General.  The  Corporation  Commission  is  very 
desirous  of  seeing  the  situation  cleared  up. 

We  would  thank  you  for  advice  as  to  what  stp|>s  the  Attorney  General 
will  take. 

Very  resi>eclfuHy, 

CoRPOBATiox  Commission, 
W,  D.  Humphrey,  Chairman." 

Tfie  letters  referred  to  in  tlie  foref^joiiig  were  as  followfj 
1  o-wit : 

"  OKLAiiOMA  City 
Wholesale  Merchandise 

BltOKKKS  ASSOCATION. 

Oklahoma  City,  Okla..  January  17,  IftlB. 

Mr.  W.  D,  Ilumphrey,  Chainnan, 

Oklahoma  Corporation  Conmiission, 
Oklahoma  City,  Oklahoma. 
T»«'ar  Sir: 

The  members  of  our  as-sociafion  engaEed  in  the  buiiiness  of  brokers  of 
rood  products  to  Ihe  johbinK  trade,  are  among  the  largpst  users  of  the 
Idiiir  distance  telephone  in  Oklahoma,  and  we  are  soliciting  your  aid  to 
(ii'lp  Hs  combat  the  new  ^ehedule  of  charjreH  authorized  by  the  Postmaster 
(it'iiera!  of  (he  rnited  States,  effective  January  21,  incofar  as  they  apply  to 
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intrastate  niessages,  which  is  the  bulk  of  oar  business  with  the  Suaib- 
■  western  Bell  Telephone  Company. 

We  realize  during  the  war  the  necessity  of  advances  in  telephone  raiH: 
which  were  granted,  we  believe,  sometime  ago,  but  the  present  scWhIp 
as  outlined  is  not  only  exorbitant,  but  in  our  opinion  unwnnanled  nt 
this  time;  furthermore,  the  method  of  asseasinp;  the  rates,  and  other  senin- 
charges,  are  so  complicated  as  to  interfere  seriously  with  the  bnainK.'!  of 
any  concern,  we  believe,  wlio  rely  a|>on  the  long  distance  telephonf  tn 
secure  their  results. 

tte  understand  that  protests  have  been  filed  in  large  volume  willi  'lif 
Senators  and  Representatives  in  Wnshin^on,  and  we  noticed  from  nw- 
itema  in  the  papers  the  last  couple  of  days,  where  the  Utilities  Conuuir 
sions  of  the  States  of  Ohio  and  Florida  have  refused  to  ^rant  the  fhanff- 
in  telephone  schedules  insofar  as  they  apply  to  intrastate  messages,  and 
our  association  wishes  to  appeal  to  your  body  for  relief  on  these  rati^ 
within  the  State  of  Oklahoma. 

We  will  certainly  appreciate  your  favorable  action  and  will  thank  iiffl 
verj'  much  for  your  careful  attention  to  our  request. 
Yours  very  truly, 
Okla.  City  Wholesale  Uebcuandise  Bkokers  Asrx. 

PerO.  R.  Armstrong,  President." 

"  Choctaw  Qraix  Compasv. 
Grain. 
Oklahoma  City,  Okla.,  January  17,  191fl. 
Hon.  Corporation  Conunission  of  Oklahoma, 
State  Capitol, 

Oklahoma  City,  Okla. 
Honorable  Sirs : 

Doubtless  you  are  familiar  with  the  new  'i>hone  rates  that  have  hwi! 
promulgated  by  the  Southwestern  Rell  Telephone  Company  under  H"' 
tutorship  of  our  worthy  Postmaster  General  Burleson. 

Unfortunately  we  are  forced  to  patronise  the  Southwestern  Bell  Telf- 
phone  Com(iftny  to  a  considerable  extent,  and  wp  dislike  very  much  tlii> 
idea  of  beiniif  Amerit'an  citizens  and  then  be  forced  to  come  under  the  nil 
of  a  corporation  of  such  magnitude  as  the  Southwestern  Bell  Teleplirt"'' 
Company.  We  are  already  paying  fabulous  ])r:ces  for  such  sen;i^  "■ 
we  are  getting.  We  have  no  as.snrance  when  n  pa'i  can  be  conipWed: 
we  are  at  their  mercy.  If  they  do  not  complete  a  call  to-day.  iwi-hs]'- 
they  will  conipleti"  it  tomorrow  or  the  nest  day,  asking  for  a  renewal  fnMii 
day  to  day,  and  this  new  idea  of  having  the  subscriber  or  customer  [>»: 
for  a  report  charge  service  is  certainly  far-fetched  in  the  extreme. 

RealirJng  the  fact  that  they  are  unable  to  ^ve  us  satisfactory-  servirf 
diirinj;  the  day  they  liave  been  considerate  enough  to  oifer  us  a  rcdnfri'^ 
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in  rates  from  8 :30  P.  M.  until  midnight,  during  which  hours  the  average 
business  man  transacts  no  business. 

Wliile  wc  appreciate  they  are  maldag  strenuous  efforts  to  enforce  this 
rule  as  a  government  measure,  we  hope  and  pray  that  you  will  use  yonr 
good  efforts  to  again  put  Oklahoma  on  the  map  and  protect,  at  least,  the 
intrastate  rates  so  in  the  event  we  are  punished  it  can  affect  us  only 
as  to  interstate  rates. 

Tlianking  you  in  advance  for  your  kind  consideration,  and  hoping  you 
will  take  immediate  action,  we  remain, 

Verj-  truly  yours, 

Choctaw  Grain  Cohpant. 

By  Stmughn." 

"  Oklauoua  City  Chamber  op  Commerce, 
Le  Boy  M.  Oibbs,  Sec'y. 
Oklahoma  City,  U.  S.  A. 
January  17,  1919. 
Honorable  Corporation  Commission, 

Oklahoma  City,  Oklahoma. 
Gentlemen : 

We  are  receiving  complainta  on  the  new  long  distance  telep)ione  toll 
rates  which  the  Postmaster  Generat  has  announced  to  take  effect  January 
21.  It  is  stated,  and  the  schedule  as  announced  appears  to  bear  these 
statements  out,  the  new  schedule  will  advance  long  distance  telephone 
rates  from  20  per  cent,  to  SO  per  cent  Complaints  are  also  made  that 
the  new  schedule  is  unscientific,  difficult  to  comprehend  the  meaning,  and 
imposes  undue  hardships  upon  the  public. 

While  we  notice  that  several  of  the  states  have  rejected  these  rates, 
and  in  the  public  print  this  morning  it  is  announced  that  the  State  of 
Florida  will  seek  to  have  the  new  schedule  enjoined  in  the  courts;  some 
of  our  members  arc  asking  us  what  position  the  Corporation  Commission 
is  going  to  take,  but  we  referred  all  such  inquiries  to  your  body  direct. 
It  appears  to  us  from  the  complaints  so  far  submitted  by  our  members 
that  this  is  a  question  of  some  importance  and  if  there  is  any  action  the 
Corporation  Commission  can  take  to  relieve  the  situation  or  prevent  the 
rates  from  going  into  effect  until  an  impartial  investigation  is  made,  the 
interest  of  the  general  public  of  this  State  will  be,  in  our  opinion,  best 
served  by  taking  such  action. 

Respectfully  submitted, 
Oklahoma  City  Chamber  of  Commerce, 
r.  P.  Dixon, 
FD/Mc  Aetit^  Secretary." 
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"  Telegram. 

Muskogee,  Okla.,  Jan.  18,  1919. 
Clioirnian  Corporation  Commission, 
Oklahoma  City,  Okla, 
PoFBuant  to  instruction  of  mass  meeting  of  citizens  of  Musk(^:ee,  Fridar 
evening,  j-on  are  urged  to  take  appropriate  measures  to  prevent  in  Okla- 
homa  telephone  rates   effective   January   21   announced   by   Postmaster 
General.     Ohio,  Illinois,  Miehigan,  Wisconsin  and  Florida  have  already 

(Signed)     S.  E.  Gidney, 
M.   G.   Haskell, 
W.  D.  Hume, 

Committee." 

On  January  20,  1919,  the  Governor  sent  to  the  Attorney 
General  the  following  eoramunication,  to- wit; 

"  State  of  Oklahoma, 
Executive  Office, 
Oklahoma   City. 

Januarj-  20,  1919. 
Hon.  S.  P.  Freeling, 
Attorney   General, 
State    Capitol    Bldg. 
Sir: 

Attached  hereto  you  will  find  copy  and  original  letter  from  the  Cor- 
poration Commission,  together  with  copies  of  communications  received  by 
the  Commission  concerning  (he  dissatisfaction  that  exists  throughonl 
the  State  relative  to  the  telephone  situation. 

I  desire  that  you  immediately  investigate  the  legal  statns  of  the  tele- 
phone situation  in  this  State,  and  after  such  investigation,  if  the  facts 
warrant,  immediately  proceed,  either  before  the  Corporation  CommissioQ 
or  some  other  tribunal,  to  enforce  the  rights  of  the  State  against  Ae 
assumption  and  demands  of  the  Postmaster  General. 

I  will  be  glad  to  have  your  advice  from  time  to  time  in  the  premises. 
Resjiectfully, 

J.  B.  A.  Robertson. 

Governor." 

In  response  to  tliis  letter  the  Attorney  Gieneral  filed  wth 
the  Corporation  Commission  his  verified  complwnt  and 
affidavit,  alleging,  among  other  things,  that  the  South- 
western Bell  Telephone  Company  was  about  to  install  and 
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had  installed  rates,  charges  and  practices  which  were 
illegal,  excessive,  unreasonable  and  discriminatory,  and  in 
excess  of  those  provided  by  law  and  by  the  orders  of  the 
Corporation  Conmiission  of  the  State  of  Oklahoma,  and 
especially  Order  No,  1378  of  said  Commission,  and  in  viola- 
tion of  Order  No.  101'  of  the  Corporation  Commission  of 
the  State  of  Oklahoma. 

On  the  twenty-first  day  of  January,  1919,  the  Commis- 
sion orderedf  the  Southwestern  Bell  company  to  desist  and 
refrain  from  putting  into  effect  and  maintaining  the  rates, 
practices  and  charges  which  it  put  into  effect  at  12 :01  a.  bi. 
on  the  said  twenty-first  day  of  January,  1919,  in  violation 
of  the  Commission's  orders,  and  ordered  that  the  complaint 
and  affidavit  of  the  Attorney  General,  alleging  violation 
of  Commission's  Order  No.  101*  be  set  down  for  hearing 
and  -trial  on  the  eleventh  day  of  February,  1919,  at  10  KW 
o'clock  A.  M. 

Accordingly  the  matter  came  on  regularly  for  hearing 
and  trial  before  the  Commission  sitting  as  a  court,  in  the 
hearing  room  of  the  Corporation  Conunission,  State 
Capitol,  Oklahoma  City,  Oklahoma,  February  11,  1919, 
there  appearing  for  the  State  of  Oklahoma,  W.  R.  Bleak- 
more,  assistant  Attorney  General;  for  the  Corporation 
Commission,  Paul  A.  Walker;  for  the  Southwestern  Bell 
Telephone  Company,  Sam  U.  Harris  and  J.  R.  Spielman. 
There  also  appeared  in  person  as  protestants,  Mr.  C.  F. 
Prouty,  representing  the  Oklahoma  Grain  Dealers*  Asso- 
ciation; Mr.  H.  C.  McCord,  representing  the  Oklahoma 
Stat©  Traffic  Association ;  Mr.  C.  W.  Bleuler,  representing 
the  Maney  Export  Company;  J.  S.  Marsh,  represeivting 
the  Oklahoma  Live  Stock  Exchange ;  J.  T.  Gibbons,  repre- 
senting the  J.  T.  Gibbons  Grain  Company,  Alius,  Oklahoma. 

The  following  persons  representing  independent  tele- 
phone plants  appeared:  Mrs.  Fannie  Bell,  Kiowa,  Okla- 
homa; H.  W.  Barnard,  manager,  Cache  Telephone  Com- 

*  II.  C.  T.  C.  729. 

t  See  Commtssion  Leaflet  No.  87,  p.  1079. 
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jiaiiy,  Cache,  Oklahoma;  O.  R.  Dunn,  president,  Poteau 
'J'elephoiie  Company,  Poteau,  Oklahoma. 

Ill  addition  to  the  foregoing  appearances  there  were  a 
large  number  of  written  protests  against  the  rates  and 
practices  of  the  Southwestern  Bell  Telephone  Companj-. 
Among  these  protestants  were:  The  J.  P.  James  Mercan- 
tile Company,  Fairland,  Oklalioma;  W.  C.  Greeniuan,  secre- 
tar>-,  Chamber  ol'  Coimnerce,  Enid,  Oklahoma;  Randells 
and  Qrubb,  grain  dealers,  Enid,  Oklahoma ;  L.  C.  Andrews, 
attorney  at  law,  Pauls  Valley,  Oklahoma;  U.  T.  Rexroat, 
J.  P.  Griggs,  and  T.  Ryburn,  Ardmore,  Oklahoma ;  Chamber 
of  Commerce,  Miami,  Oklahoma;  C.  S.  Williams,  bonded 
abstractor.  Altus,  Oklalmnia;  G.  L.  Beai'son,  president, 
Farmers'  National  Bank,  Holdenville,  Oklahoma;  Ij.  E. 
Foster  and  Company,  real  estate  dealers,  Duncan,  Okla- 
homa; S.  Irby  Kolb,  attorney  at  law,  Diinean,  Oklahoma; 
C.  Q.  White,  Sulphur,  Oklahoma ;  Gum  Brothers,  real  estate 
mortgage  loans,  Oklahoma  City,  Oklahoma;  Thomas  Latta, 
Xorman,  Oklahoma;  (.).  P.  Armstrong,  president,  Oklahoma 
City  WholeBale  Merchandise  Brokers  Association,  Okla- 
homa City,  Oklahoma;  Choctaw  Grain  Company,  Oklahmna 
City,  Oklahoma;  F.  P.  Dixon,  acting  secretary,  Oklahoma 
City  Chamber  of  Coimnerce.  Oklahoma  City,  Oklahoma; 
John  D.  Lindsay,  president  of  the  Norman  Oil  Mill  Com- 
pany, Norman,  Oklahoma ;  John  C.  Head,  attorney  at  law, 
Idabel,  Oklahoma;  E.  G.  Burger,  theatre  manager,  Sallisaw, 
Oklahoma;  T.  R.  Bramblet,  architect,  417  Terminal  Bldg.. 
Oklahoma  City,  Oklahoma;  M.  G.  Haskell,  attorney  at  law, 
Muskogee,  Oklahoma;  S.  E.  Gidney,  attorney  at  law, 
Muskogee,  Oklahoma ;  Hogan,  Hayden  and  Company,  grain 
dealers,  Pryor,  Oklahoma;  M.  F.  Hennessy,  cotton  ginner 
and  dealer,  Albert,  Oklalioma;  Hunter  Mill  Company, 
Hunter,  Oklahoma ;  Judge  C.  A.  Galbraith,  Ada,  Oklahoma ; 
E.  J.  Roberts,  manager  Local  Telephone  Plant,  Valliant. 
Oklahoma;  C.  Boarman,  manager  Tecumseh  Telephone 
Exchange,  Tecumseh,  Oklahoma. 

If  all  the  persons  protesting  by  letter,  wire  and  telephone 
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coidd  be  noted  liere  the  list  would  be  extended  almost  ad 
in/initum. 

The  prayer  of  the  Attorney  General's  complaint  and 
affidavit  asks  for  an  oi-der  of  the  Corporation  (Commission 
restraining  the  defendant,  the  Southwestern  Bell  Telephone 
Company,  from  continuing  to  enforce  and  keep  in  effect 
the  rates,  charges  and  practices  installed  by  said  South- 
wpptem  Bell  Telephone  Company  on  the  twenty-first  day 
of  January,  1919,  and  for  the  assessment  of  fines,  as  pro- 
vided by  law,  for  the  \'i6lation  of  said  Order  No.  101"  of 
the  Corporation  Connnission. 

Law  Conferring  JcRisDnmoN  on  the  Corporation  Com- 
mission Over  Telephone  Companies  [and]  Upon  the 
Attorney  Generai,  to  Ixstiti'te  and  Prosectttk 
Actions  on  Behalf  of  the  State  Against  Telephone 
Companies. 

Before  reviewing  the  evidence  introduced  at  the  hearing 
and  trial  it  may  he  well  to  review  the  laws  conferring  juris- 
diction upon  the  Corporation  Commission  over  telephone 
companies,  and  under  which  tlie  Attorney  General  has  a 
right  to  act  for  the  State  in  proceedings  against  tlie  tele- 
phone company. ' 

The  power  and  authority  of  the  Oommission  over  tele- 
phone companies  is  derived  from  the  fundamental  law  of 
the  State,  to-TAnt,  the  Constitution. 

The  Corporation  Commission  is  created  and  its  qualifica- 
tions defined  in  Sections  15,  16  and  17,  Article  9,  Constitu- 
tion of  Oklahoma  {Sections  1  to  3,  both  inclusive,  Corpora- 
tion Commission  Laws,  1917). 

The  Corporation  Coiiunission  is  composed  of  three  per- 
sons elected  by  the  people  of  the  State.  Among  the  quali- 
fications specified  are,  that  a  commissioner  shall  not  be 
dirertly  or  indirectly  interested  in  any  telephone  or  tele- 
graph line,  operated  for  hire,  in  the  State,  or  out  of  it. 

•  II.  C.  T.  C.  729. 
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or  of  any  stock,  bond,  mortgage,  security,  or  earnings  of 
any  such    •    •    •    telephone  or  telegraph  line.  " 

Section  5,  Article  9,  Constitution  (Section  309,  Corpora- 
tion Coimnissiou  Laws,  1917),  provides: 

"  309.  Telegraph  and  Telephone  Companies  to  Receive  and  Trimsmit 
Each  Other's  Messages — Physical  Connections  to  be  Made.  AH  telephone 
and  telegraph  lines,  operated  for  hire,  shall  each  respectively,  rec^ve  a&d 
transmit  each  other'><  messages  without  delay  or  discrimination,  and  make 
physical  connections  with  each  other's  lines,  nnder  such  rules  and  regnU- 
tione  as  shall  be  prescribed  by  law,  or  by  any  Commission  created  by  this 
Constitution,  or  any  act  of  the  legislature,  for  that  purpose."  (Section  5, 
Article  9,  Constitution.) 

Section  18,  Article  9,  Oonstitotion  (Sections  17-20,  both 
inclusive,  Corporation  Commission  Laws,  1917),  provide 
the  specific  powers  and  duties  of  the  Commission  over  tele- 
phone companies,  and  the  method  of  prescribing  regula- 
tions.   The  Sections  read: 

"  17.  Commission — Its  Power  and  Duti/— -Fii  Rates  and  Charges  and 
Classifications  and  Rules—Correct  Abuses — Prevent  Discrimination  and 
Extortion — To  Require  Service  Facilities  and  Conveniences.  The  Com- 
mission shall  have  the  power  and  authority  and  be  charged  with  the  duty 
of  supervising,  regulating  and  controlling  all  transportation  and  trans- 
mission companies  doing  business  in  this  State,  in  all  matters  relating  to 
tlie  performance  of  their  public  duties  and  their  charges  therefor,  and  of 
correcting  abuses  and  preventing  unjust  discrimination  and  extortion  by 
such  companies ;  and  to  that  end  the  Commission  shall,  from  time  to  time, 
prescribe  and  enforce  against  such  companies,  in  the  manner  hereinafter 
authorized,  such  rates,  charges,  classifications  of  traffic,  and  rules  and 
regulations,  and  shall  require  them  to  establish  and  maintain  all  such 
public  service  facilities,  and  conveniences  as  may  be  reasonable  and  jnst, 
which  said  rates,  chaigcs,  classifications,  mies,  regulations  and  require- 
ments, the  Commission  may,  from  time  to  time,  alter  or  amend.  All  rates, 
charges,  classifications,  mles  and  regulations  adopted,  or  acted  upon,  by 
any  such  company,  inconsistent  with  those  prescribed  by  the  Commission, 
within  the  scope  oi  its  authority,  shall  be  unlawful  and  void,  (Section  18, 
Article  9^,  Constitution.) 

18.  Inspection  of  Books  and  Papers — Reports  and  Statements—PhyticiH 
Conditions- — Security  and  Accommodation  of  (he  Public — Regalalions  to 
Prerent  Discrimination  and  Ertorlion  Between  Connecting  Lines.  The 
Commission  sliall  also  have  the  right,  at  all  times,  to  inspect  the  hocAa 
and  papers  of  all  transportation  and  transmission  companies  doing  bnsi- 
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ness  in  this  State,  and  to  require  from  such  compaoies,  from  time  to 
time,  special  reports  and  statements,  under  oath,  concerning  their  bnsinesa/ 
it  shall  keep  itself  folly  informed  of  the  physical  condition  of  all  the 
railroads  of  the  State,  aa  to  the  manner  in  which  they  are  operated,  with 
r^erenoe  to  the  security  and  accommodation  of  the  public,  and  shall,  from 
time  to  time,  make  and  enforce  such  requirements,  roles,  and  regnlationB 
as  may  be  necessary  to  prevent  uajust  or  unreasonable  discrimination  or 
extortion  by  any  transportation'  or  transmission  company  in  favor  of, 
or  against  any  person,  locality,  community,  connecting  line,  or  kind  of 
trafSc,  in  the  matter  of  ear  service,  train  or  boat  schedule,  ^ciency  of 
transportaticHi  or  transmission,  or  otherwise,  in  connection  with  the  public 
duties  of  sach  cmnpany.     (Section  18  [2],  Article  9,  Constitution.) 

19,  Notice  Required — Evidence — Objections — Hearing,  etc.  Before  th€f 
Commissioa  shall  prescribe  or  fix  any  rate,  charge  or  classification  of 
trafQc,  and  before  it  shall  make  any  order,  rule,  regulation,  or  require- 
ment directed  against  any  one  or  more  companies  by  name,  the  company 
or  companies  to  be  affected  by  such  rate,  chai^,  classification,  order,  rule, 
r^ulation,  or  requirement,  shall  first  be  given,  by  the  Commission,  at 
least  ten  days'  notice  of  the  time  and  place  when  and  where  the  con- 
templated action  in  the  premises  will  be  considered  and  disposed  of,  end 
shall  be  afforded  a  reasonable  opportunity  to  introdoce  evidence  and  to  be 
heard  thereon,  to  the  end  that  justice  may  be  done,  and  shall  have  process 
to  enforce  the  attendance  of  witnesses;  and  before  said  Commission  shall 
make  or  prescribe  any  general  order,  rule,  regolation,  or  requirement, 
not  directed  ag^nst  any  specific  company  or  companies  by  name,  the  con- 
templated general  order,  rule,  regolation,  or  requirement  shall  first  be 
published  in  substance,  not  less  than  once  a  week,  for  four  consecutive 
weeks,  in  one  or  more  of  the  newspapers  of  general  circulation  published 
in  the  county  In  which  the  capital  of  this  State  may  be  located,  together 
with  the  notice  of  the  time  and  place,  when  and  where  the  Commission 
will  hear  any  objections  which  may  be  urged  by  any  person  interested 
against  the  proposed  order,  rule,  regulation,  or  requirement,  and  every 
such  general  order,  rule,  regulation,  or  requirement,  made  by  the  Com- 
mission, shall  be  published  at  length,  for  the  time  and  in  the  manner 
above  specified,  before  it  shall  go  into  effect,  and  shall  also,  so  long  as  it 
remains  in  force,  be  published  in  each  subsequent  annuel  report  of  the 
Commission.     (Section  18  [3],  Article  d.  Constitution.) 

20.  Authority  of  Commission^— Local  Franchises — Arbitration — Media- 
tion. The  authority  of  the  Commission  (subject  to  review  on  appeal  as 
hereinafter  provided)  to  prescribe  rates,  charges  and  classifications  of 
traffic,  for  transportation  and  transmission  companies,  shall,  subject  to 
regulation  by  law,  he  paramount;  but  its  authority  to  prescribe  any  other 
rules,  regulations  or  requirements  for  corporations  or  other  persons  shall 
be  subject  to  the  superior  authority  of  the  legislature  to  legislate  (hereon 
by  general  laws:     provided,  hoKever,  that  nothing  in  this  section  shall 
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impair  the  rights  which  have  heretofore  been,  or  may  hereafter  be,  oou- 
ferred  by  law  upon  the  authorities  of  any  city,  town  or  eoanty  to  pre- 
scribe rules,  regulatione,  or  rates  of  charges  to  be  observed  by  any  )>ublic 
service  corporation  in  connection  with  any  services  performed  by  it  under 
a  inuni<;ipal  or  county  franchise  granted  by  such  city,  town  or  county, 
so  far  as  such  services  may  be  wholly  within  the  limits  of  the  city,  town, 
or  county  granting  the  franchise:  Upon  the  reqnest  of  the  parties 
ittterested,  it  shall  be  the  duty  of  the  Commisaion  as  far  as  possible,  to 
eSect,  by  mediation,  the  adjustment  of  claims,  and  the  settlement  of  con- 
troversies, between  trans|)ortation  or  transmission  companies  and  their 
patrons  or  employees."     (Section  18,  [4],  Article  9,  Constitution.) 

SeotioTi  34,  Article  9,  Constitution  (S*'t*tion  15,  Corpora- 
tion ConmiiRsioii  Laws,  1917),  defines  transmission  com- 
pani(-H  as  follows; 

"  The  term  '  transmission  company  '  shall  include  any  company,  receiver 
or  other  person,  owning,  leasing  or  operating  for  hire  any  telegraph  or 
telephone  line." 

Section  19,  Article  19,  Constitution  (Section  21,  Corpora- 
tion Coniniission  Law's,  1917),  constitutes  the  Comniissiou 
a  court  a7id  prescribes  its  powers  as  such.  This  Section 
leads : 

"  21.  Authority  of  a  Court  of  Record^ Administer  Oaths — Compel 
Attendance  of  ~Witnesse&  and  Produeli-on  of  Papers — Punish  for  Contempt 
—  Pending  Appeal  No  Penalty  to  Be  Imposed.  In  all  matters  pertaining 
to.  the  public  vi^tation,  regulation,  or  control  of  corporations,  and  within 
the  jurisdiction  of  the  Commission,  it  shall  have  the  powers  and  authority 
of  a  court  of  record,  to  administer  oaths,  to  compel  the  attendance  of 
witnesses,  and  the  production  of  papers,  to  punish  for  contempt  any 
person  guilty  of  disrespectful  or  disorderly  conduct  in  the  presence  of  the 
Commission  while  in  session,  and  to  enforce  compliance  with  any  of  its 
lawful  orders  or  requirements  by  adjudging,  and  b'y  enforcing  its  own 
appropriate  process,  against  the  delinquent  or  offending  party  or  com- 
pany (after  it  shall  have  been  first  duly  cited,  proceeded  against  by  due 
process  of  law  before  the  Commission  sitting  as  a  court  and  afforded 
opportunity  to  introduce  evidence  and  to  he  heard,  as  well  as  against 
the  validity,  justness,  oi-  reasonableness  of  the  order  or  requirement 
alleged  to  have  been  violated,  as  against  the  liability  of  the  company  for  . 
the  alleged  violation),  such  fines  or  other  penalties  as  may  be  prescribed 
or  authorized  by  this  Constitution  or  by  law.  The  Commia^on  may  be 
vested  with  such  additional  powers,  and  chained  with  such  other  duties 
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(not  inconsistent  with  this  Constitution)  as  may  be  prescribe  by  law,  in 
TOnnpetion  with  the  visitation,  r^:ulation  or  control  of  corporations,  or 
with  the  prescribing  and  enforcing  of  rates  and  charges  to  be 
obsened  in  the  conduct  of  any  business  where  the  State  has 
til"  right  to  prescribe  the  rates  and  charges  in  connection  therewith. 
or  with  the  assessment  of  the  property  of  corporations,  or  the  appraise- 
ment of  their  franchises,  for  taxation,  or  with  tlie  investigation  of  the 
subject  of  taxation  generally.  Any  corporation  failing  or  refusing  to 
obey  any  valid  order  or  requirement  of  the  Coniiirission,  within  reasonable 
time,  not  less  than  ten  days,  as  shall  be  fixed  in  the  order,  may  be  fined 
by  the  Commission  (proceeding  by  due  process  of  law  as  aforesaid) 
such  sum,  not  exceeding  $.500,  as  the  Commission  may  deem  proper,  or 
such  sum  in  excess  of  $500  as  may  be  prescribed  or  authorised  by  law; 
and  each  day's  continuance  of  such  failure  or  refusal,  after  due  service 
upon  such  corporation  of  the  order  or  requirement  of  the  Commission, 
shall  be  a  separate  offense ;  provided,  that  should  the  operation  of  such 
order  or  requirement  be  suspended,  pending  any  appeal  therefrom,  the 
priod  of  such  susjiension  shall  not  be  computed  against  the  companj'  in 
the  matter  of  its  liability  to  fines  or  iwnalties."  (Section  19,  Article  9. 
Constitution.) 

Ill  the  casp  of  Pioneer  Telephone  and  Telegraph  Cotn- 
panif  V.  State,  40  Okla.  417, 420, 138  Pac.  1033,  the  Supreme 
Court  of  Oklahoma  calls  attention  to  the  fact  that  Section 
I,  Article  7,  Oonstitution,  creates  the  Corporation  Com- 
mission a  judicial  body.    The  court  says : 

"  Section  1,  Article  7  (Section  186,  Williams'  Ann.  Ed.),  of  the  Con- 
stitution of  this  State,  provides  that: 

'  The  judicial  power  of  this  State  shall  be  vested  in  the  Senate,  sitting 
as  a  court  of  impeachment,  a  Supreme  Court,  district  courts,  county 
courts,  courts  of  justices  of  the  peace,  municipal  courts,  and  such  other 
courts,  commissions  or  boards  inferior  to  the  Supreme  Court,  as  may  be 
established  by  law.' 

The  Corporation  Commission,  as  created  by  Article  9,  is  a  body  with', 
so  far  as  the  r^ulation  of  public  service  corporations  is  concerned,  exec- 
utive, judicial,  and  legislative  powers." 

Section  1,  Chapter  10,  Session  Laws,  1913  (Section  22, 
Corporation  Commission  Laws,  1917),  reads: 

"Commission  Vested  With  Potcer  of  Court  of  Record — Refunds.  The 
Corporation  Commission  is  hereby  vested  with  the  power  of  a  court  of 
record  to  determine :  first,  the  amount  of  refund  due  in  all  cases  where 
any  public  service  corporation,  person,  or  firm,  as  defined  by  the  Consti- 
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tntioD,  charges  an  amount  for  any  service  rendered  by  such  public  senii'v 
corporation,  person,  or  firm,  in  excess  of  the  lawful  rate  in  force  at  th<- 
time  such  chai^  was  made,  or  may  thereafter  be  declared  to  be  the  leg«l 
rate  which  shonid  have  been  applied  to  the  service  rendered,  and,  second,  to 
whom  the  overcharge  should  be  paid." 

Sections  1192-1202,  Revised  h&vrs  of  Oklahoma,  19HI 
(Sections  27-37,  both  inclusive,  Corporation  Commission 
Laws,  1917),  provide  a  method  of  enforcement  of  orders 
of  the  Corporation  Commission  through  contempt  proceed- 
ings. Sections  1192-1194,  Revised  Laws,  1910  (Sections 
27-29,  both  inclijsive.  Corporation  Commission  Laws,  1917), 
read  as  follows : 

"  27,  Contempt  Proceedings — Violating  Rules  of  Commission.  Any 
corporation,  person  or  firm  may  be  fined  by  the  Corporation  Coranii^ion, 
such  sum  not  exceeding  $500,  as  the  Conuuia^on  may  deem  proper,  for 
the  violation  of  any  of  its  rules  or  requirements;  and  each  day's  con- 
tiuuauce  of  such  violation,  after  due  service  upon  such  corporation,  person 
or  firm,  of  the  order  or  requirement  of  the  Commission  shall  be  a  separate 
offense :  provided,  that  should  the  operation  o£  such  order  or  requirement 
be  suspended,  pending  an  appeal  therefitwn,  the  period  of  such  Buspensi<w 
shall  not  be  computed  against  the  corporation,  person  or  firm,  in  the 
matter  of  its  liability  to  fines  and  penalties.     (Section  1192,  R.  L.  1910). 

28.  Contimpt  Proceedings,  Wkeri.  In  the  case  of  failure  of  any  cor- 
poration, person  or  firm,  to  otwy  or  comply  with  any  order  or  reijnirement 
of  the  Corporation  Commission,  the  Commission  may  punish  such  corpora- 
tion, person  or  firm  as  for  contempt.  Such  contempt  proceedings  may  be 
instituted  by  any  citizen  of  this  State,  or  other  parties  affected  by  such 
order,  by  filing  an  affidavit  with  the  Corporation  Commission,  setting  forth 
the  acts  of  omission  or  failure  to  comply  with  such  order  or  requirement. 
Upon  the  filing  of  such  aEfidavit  or  information  above  mentioned,  it  shall 
be  the  duty  of  the  Conmiission  to  forward  to  such  offending  corporation, 
person  or  firm,  a  copy  of  sucli  affidavit  or  information,  and  shall  also 
issue  citation  to  such  corporation,  person  or  firm,  to  answer  at  a  time 
to  be  fixed  in  the  citation,  not  less  than  ten  days,  nor  more  than  twait>- 
days  from  the  date  of  the  service  of  said  citation,  (Section  1193,  R.  L. 
1910). 

29.  Contempt  Proceedings — Pleadings,  Trial  and  Appeal.  If  the 
defendant  shall  fail  to  appear  or  file  answer  on  the  day  mentioned  in  the 
citation,  such  failure  to  appear  or  file  answer  diall  be  deemed  an  admis' 
aion  of  the  truth  of  each  and  every  material  allegation  in  such  affidavit 
or  information,  and  the  Comtiiission  may  render  ju<^ment  without  further 
hearing  or  testimony;  or  the  Conmiission  may,  in  its  discretion,  require 


DigilizcdbyGOOglc 


State  6x  rel.  v.  Southwestern  Belx  Tel.  Co.  1421 
L  88] 
additional  evidence  before  reodmng  judgment  in  any  ease  of  default. 
Upon  the  appearance  and  filing  of  answer  of  the  defendant,  auch  appear- 
ance may  be  by  plea,  demarrer  or  answer,  and  when  the  issue  shall  have 
been  settled,  the  Comnnssion  may  hear  evidence  as  to  the  matters  and 
facts  in  reference  to  the  alleged  violation  of  the  order  or  reqairemeut, 
and  may  continne  the  hearing  from  time  to  time;  and  the  defendant  shall 
be  ^ven  ample  opportunity  to  introduce  proper  evidence  and  be  fully 
heard  in  the  premises.  Upon  the  conclusion  of  the  evidence  and  aiga- 
ments  of  counsel,  the  Commission  shall  render  judgment,  &  copy  of  which 
shall  be  delivered  to  the  defendant,  and  the  defendant  shall  have  five  daya 
from  the  receipt  of  copy  of  the  judgment  to  file  its  exceptions  thereto, 
and  shall  be  allowed  to  appeal  from  the  judgment  of  the  Commission  to 
the  Supreme  Court,  as  provided  in  other  cases,  upon  its  flVing  a  bond  vith 
the  Commission  in  double  the  amount  of  sneh  fine  or  judgment,  with  sDch 
security  as  may  be  required  by  the  Commission.  Upon  the  filing  of  such 
bond  with  the  Commission  and  allowing  of  the  appeal,  the  same  shall 
operate  a  suspension  of  the  fine  and  judgment  appealed  from."  (Section 
1194,  R,  L.  1910). 

Section  1201,  Revised  Laws  of  Oklahoma,  1910  (Section 
36,  Corporation  Commission  Laws,  1917),  provides: 

"  It  shall  be  the  duty  of  the  Attorney  Genual  to  prosecute  to  final  judg- 
ment all  proceedings  institntcd  under  the  provisions  of  this  Article,  for 
the  violation  of  the  orders  of  the  Corporation  Commiasion." 

Ordeb  of  the  CoitPORATioN  Commission  Peetinent  Hbeeto. 
Order  No.  101*  of  the  Corporation  Commission,  effective 
on  and  after  November  3,  1908,  provides: 

"  It  is  ordered  that  no  person,  or  persons,  firm,  company,  or  corpora- 
tion doii^  a  transmission  business  by  telephone  for  hire  in  the  State  of 
Oklahoma,  shall  charge  a  greater  or  different  rate  for  service,  or  similar 
service  in  effect  on  October  12,  1908,  without  first  having  made  applica- 
tion to  the  Corporation  Commission  therefor,  and  submitting  to  the 
Commis«on  a  schedule  of  the  proposed  change,  which  before  taking  effect 
shall  have  the  approval  of  this  Commission. 

This  order  shall  be  in  full  force  and  effect  on  and  after  November  3, 
1908." 

This  -order  has  been  regularly  published  in  the  Animai 
Reports  of  the  Corporation  Comniisaion,  succeeding  its 

•  II.  C.  T.  C.  729. 
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issue,  and  is  to  he  found  on  page  146,  Corporation  Conimis- 
i>ioii  Laws,  1917,  page  7,  Eleventh  Annual  Report.  Its 
enforcement  has  been  involved  in  a  numher  of  cases,  among 
them  being  Pioneer  Telephone  and  Telegraph  Company  v. 
State  et  at.,  33  Okla.  724,  127  Pac.  1073,  and  Pioneer  Tele- 
phone and  Telegraph  Company  v.  State,  40  Okla.  417,  138 
Pao.  1033. 

The  order  of  the  Oommissloii,  applying  to  rates  which 
sltould  be  charged  for  toll  or  long  distance  business,  waa 
issued  on  the  twenty-first  day  of  February,  1918,  on  appli- 
cation of  the  Southwestern  Bell  Telephone  Company,  and 
grants  the  identical  rates  asked  for  by  the  telephone  com- 
pany in  its  application.  No  application  has  been  made  to 
the  Coimnission  for  a  change  of  long  distance  or  toll  rates 
by  the  Southwestprn  Bell  Telephone  Company  since  that 
date.  Said  order  is  knoura  as  No.  1378,*  was  issued  in 
Cause  No.  3262,  and  is  to  be  found  on  pages  318,  321. 
Eleventh  Annual  Report  of  the  Corporation  Commission. 
That  part  of  the  said  Order  No.  1378*  prescribing  the  long 
distance  or  toll  rates  to  be  charged,  reads  as  follows : 

"  Full  consideration  having  been  ^ven  to  the  foregoing  facts  and 
figures,  it  is  ordered  that  the  applicant  be  permitted  to  put  into  e£fe«l 
the  Bj'stein  suggested  in  its  api>Hc«tion  for  chaises  on  long  distance  busi- 
ness between  points  within  the  State  of  Oklahoma,  making  a  basis 
rate  of  15  cents  for  the  first  14  railea  and  5  cents  additional  for  each  addi- 
tional 7  miles,  or  a  fractional  part  thereof,  distance  to  be  figured  from  the 
center  of  the  rate-basing  block  in  which  toll  station  originating  the  call 
is  located  to  the  center  of  the  block  in  which  toll  station  completing  the 
call  is  located,  with  the  exception  that  ntessages  between  toll  stations  sepa- 
rated by  not  more  than  40  miles  shall  be  figured  from  station  to  station, 
all  distances  to  be  figured  on  air  line  basis,  as  at  present,  and  rates  to  apply 
for  a  minimum  three-minute  communication,  overtime  rates  for  each  addi- 
tional minute  or  fractional  part  thereof  to  be  proportional  to  the  three- 
minute  rate. 

The  schedule  of  rates  herein  authorized  is  distonctly  held  to  be  tentathe 
only;  it  is  not  a  finding  in  support  of  the  reasonableness  of  the  resnitins 


*  See  CoramisBion  Leaflet  No.  76,  p.  771. 
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chaises  per  se.    Because  of  the  emer^ncy  alleged  by  the  applicant,  and 
believed   by   (he   Conimiasion   to  exist,   this  proposed  echednle  will   be 
authorized  witliuat  previous  conclusive  investigation." 

The  Duties  ok  the  Commission  Hereunder. 

The  laM's  of  the  State  hereinbefore  quoted  charge  the 
Commission  vith  the  duty  of  regulating  rates  and  practices 
of  telephone  companies  and  of  enforcing  the  orders  of  the 
Corporation  Coimiiission'in  reference  thereto.  The  action 
of  the  Attorney  (General  contemplated  both  a  rate  investiga- 
tion and  a  trial  for  violation  of  Conunission's  Order  No. 
101.* 

The  telephone  company  is  given  by  the  Constitution  the 
light  to  defend,  in  contempt  actions,  on  the  grounds  of  the 
unreasonableness  of  the  Commission's  order  or  orders. 
See  Section  19,  Article  9,  Constitution  (Section  21,  Cor- 
poration Conunission  'Laws,  1917),  heretofore  quoted, 
wherein  it  is  provided  that  tlie  company  shall  be 

"  afforded  opportnnity  to  introdnce  evidence  and  to  be  heard,  as  well  as 
against  the  vntidity,  justness,  or  reasonableness  of  the  order  or  require- 
ment alleged  to  have  been  violated,  as  against  fhe  liability  of  the  company 
for  the  alleged  violation," 

The  Corporation  Commission  has  legislative,  executive 
and  judicial  powers  as  to  rates  and  practices.  It  sits  as  a 
court  in  the  trial  of  complaints  alleging  violation  of  its 
orders. 

The  Commission  in  the  proceedings  herein,  following 
the  pleadings  of  the  Attorney  General,  will  consider  first 
the  evidence,  then  the  remedy  for  the  situation  involved  and 
the  penalties  to  be  imposed,  should  the  evidence  warrant 
conviction  for  violation  of  Conunission's  Order  No.  101.* 

The  EvmENcE. 

The  first  witness  called  by  the  State  was  John  M.  Noble, 

general  manager  of  the  Southwestern  Bell  Telephone  Coui- 

•  II.  C.  T.  C.  729. 
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paiiy.    Mr.  Noble  testified,  Transcript,  pages  3  et  seq.,  as 
follows : 

Direct  examination: 
"Q.     What  is  your  namet 

A.    John  M.  Noble. 

Qt    What  official  position  do  you  hold  with  the  Southwestern  Bell  Tele- 
phone Company  f 

A.    General  manager. 

Q.     Yon.  are  familiar  with  the  long  distance  or  toll  rates  now  in  eSert 
in  the  State  of  Oklahoma  on  intrastate  business? 

A.     Yes,  sir. 

Q.     ^Vbeu  did  these  rates  go  into  effect! 

A. 


Midnight  of  the  twenty-first  of  January,  1919. 


Q.  Were  you  familiar  with  tlie  rates  in  effect  prior  to  that  time 
under  the  orders  of  the  Corporation  Commission  of  Oklahoma? 

A.     Yes,  air. 

Q.  Are  these  rates  which  you  put  into  effect  at  1^:01  o'clock,  mid- 
night, of  the  twenty-first  of  January,  1919,  different  from  the  ratee  which 
were  in  effect  prior  to  that  time! 

A.     Yes,  sir,  they  are. 

Q.  Have  you  transmitted  long  distance  or  toll  messages  intrastate  on 
the  rates  put  into  effect  on  the  twenty-first  of  January,  1919,  and  made 
chaises  therefor? 

A.    Yes,  sir. 

Q.     Have  you  done  that  on  each  day  since  January  21,  1919  T 

A.    Yes,  sir. 

Q.  And  those  chaises  were  different  from  those  allowed  under  the 
Corporation  Commission's  orders? 

A.     Yes,  sir. 

Q.  Are  those  charges,  or  any  of  them,  in  excess  of  those  which  were 
in  effect  under  the  Corporation  Commission's  orders? 


Q.  Mr.  Koble,  were  any  practices  put  into  effect  after  January  21, 
1919,  cKfferent  from  the  practices  in  effect  before  that? 

A.  Yes,  sir. 

Q-  What  were  these? 

A.  There  were  several  of  them. 

Q.  Name  them. 

A.  Prior  to  the  inaugurating  of  the  new  rate,  there  was  no  ehai^  for 

what  we  terra  a  report.    Under  certain  conditions,  after  the  new  .'ates  are 
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in  eflEect,  there  will  be  a  chai^,  and  such  chargeB  have  been  made.  There 
were  various  rates  established  under  the  new  order  that  ^ad  no  correspoiid' 
ing  rate,  or  rates  for  similar  service,  prior  to  that  time.  I  have  in  mind 
the  evening  and  night  rates)  I  have  in  mind  the  particular  party  rat«B, 
and  also  the  report  chaises.  I  believe  that  constitutes  the  main  changes 
in  practices, 

Q.     What  do  you  mean  by  report  chai^esT 

A.  In  operating  a  telephone  plant  it  is  customary  to  advise  the 
patron  as  to  the  progress  of  the  call  in  completing  a  caU.  Prior  to  the 
installation  ot  the  new  rates,  this  report  was  rendered  at  stated  periods 
under  the  operating  rules  and  no  charge  was  made  for  that.  Under  the 
new  rates,  or  rules,  if  a  party  places  a  call  and,  if  for  any  reason  beyond 
the  control  of  the  telephone  company,  or  because  of  the  fault  of  the 
called  or  calling  party,  the  company  is  unable  to  complete  the  call,  there 
is  a  charge  made  for  the  effort  on  the  part  of  the  telephone  company. 

Q.  Do  your  new  rates  and  practices  include  what  is  known  as  Station- 
to-Station  service  and  Person- to-Person  service? 

A.     Yes,  sir. 

Q.     What  do  you  mean  by  thatT 

A.  A  Station-tO' Station  call,  under  the  new  rates,  might  be  considered 
as  the  fundamental  or  basic  charge  under  which  all  calls  are  c^mpated 
and  might  be  described  as  a  call  for  anyone  that  answers  or  can  talk 
buuness.  Under  the  old  rule,  it  was  customary  to  ascertain  from  the 
party  whether  he  wanted  a  particiilar  party  or  not,  and  he  often  times 
advised  us,  '  No,  I  want  anyone  who  can  talk  business.'  That  would  today 
correspond  to  our  StatioU'to-Station  call.  If,  on  the  other  hand,  he  wanted 
Bill  Smith,  and  no  one  else  would  do,  we  proceeded  to  get  Bill  Smith, 
and,  under  the  new  rates,  that  is  party  to  party  s^rice. 

Q.  Do  the  subacribera  of  the  Southwestern  Bell  Telephone  Company 
have  the  option,  on  intrastate  business,  of  Person-to-Perscm  calls  1 

A.    Yes,  sir. 

Q.    Is  that  true  in  all  casesT 

A.  Just  a  minute.  No,  sir.  It  is  not.  A  particular  party  call  is  not 
accepted  where  the  rate  is  less  than  the  minimum  fixed  amount. 

Q.  What  is  the  minimum  fixed  amount  t 

A.     "     ■     ■     Fifteen  cents.     •     •     • 

Q.  The  effect  of  that  is  to  eliminate  the  party  to  party  calls  in  places 
within  15  miles  of  each  otherl 

A.  In  substance  that  is  correct.  It  is  contemplated  that  a  man  will 
select  his  own  messei^er  or  make  his  own  arrai^ments  to  get  the  party 
he  wants.  That,  of  course,  would  necesatate  the  placing  of  more  than 
one  call. 

Q.  At  the  present  time  will  your  company  accept  a  call  for  a  party 
to  party  where  the  toll  is  less  than  16  cents? 

A.    No,  sir. 
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Cross  examination  by  Judge  Harris: 

Q.  Mr.  Noble,  the  rates  you  spoke  of  were  promnlgated  under  Order 
No.  2495  of  the  Postmaster  General  1 

A.     Yes,  sir. 

Q.  Has  your  company  sent  out  instructions  to  yonr  various  offices  t& 
to  compliance  with  this  orderT 

A.     Yes,  sir. 

Q.  You  have  been  doing,  or  attempting  to  do  business,  in  accordance 
with  this  order  of  the  Postmaster  Generalt 

A.     Yes,  sir. 

Q.  I  will  ask  yoo  lo  examinethe  paper  I  hand  you  and  ask  if  that  is 
ft  copy  of  the  original  order  you  are  acting  undert 

A.     Yes,  sir,  it  is. 

Q.  I  will  ask  this  paper  to  be  marked  as  Noble  Exhibit  No.  1  and 
offered  in  evidence." 

Noble  Exhibit  No.  1  is  as  follows,  to-i^it : 

U-N'iTED  States  Tei.kgbapii  akd  Telephoke  Administratiox. 

Telegraph   and  Telephone  Service  Bulletin  Na.  S2. 

Order  No.  ■2495.  December  13.  1918. 

There  are  many  counties  and  districts  in  which  a  free  toll  sen'ice  i:f 
granted  the  subscriber  within  such  county  or  district,  the  exchange  rates 
presumably  having  been  made  with  a  view  of  such  free  toll  service.  This 
order  shall  not  be  cunstnied  as  requiring  a  discontinuance  of  these 
privileges  pending  a  study  and  revision  of  these  exchange  rates. 

Nothing  in  this  order  establishing  toll  rates  shall  be  construed  as  clunk- 
ing rates  made  without  reference  to  mileage  now  established  for  ser^'ice 
within  a  certain  county  or  other  area  when  sucli  rates  are  not  in  excess 
of  10  cents,  but  no  further  rates  of  this  character  shftU  be  established 
without  specific  approval  of  the  Postmaster  General. 

In  competitive  situations  where  the  earning  value  of  a  property  under 
federal  control  would  be  unfavorably  affected  by  the  establishment  oi' 
rates  and  charges  herein  ordered,  an  exception  may  be  made  by  filing  with 
the  Postmaster  General  a  statement  to  that  effect  with  a  proposal  of  modifi-. 
eation  from  ordered  rates  and  such  modifications  may  go  into  effect  unless 
vetoed  or  otherwise  ordered  by  the  Postmaster  General  within  thirty  days, 
and  during  such  thirty  days  existing  rates  may  be  continued. 

I.  Ci-Assi  PI  CATION  OP  Toll  Telephone  Ser\'ice. 
The  following  classes  of  telephone  toll  message  service  shall  be  estab- 
lished effective  12:01  A.  u.,  January  21,  1919. 
1.  Station-to- Station  Messages. 
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This  service  may  be  defined  bv  the  following  conditions: 

<a)  Orders  for  Station-to-Station  service  sbatl  specify  the  t«lephone 
station  called,  either  by  telephone  number,  or  by  the  name  of  the  sab- 
aeriber  of  the  called  station, 

(b)  Under  this  classification,  orders  will  not  be  accepted  to  establish 
commnnication  between  particular  persons. 

(e)  The  measurement  of  the  duration  of  a  Station-to-Station  message 
for  purposes  of  the  application  of  rat«8  shall  begin  at  the  moment  when 
telephonic  communication  is  established  between  the  called  and  the  calling 
stations.  The  term  "  station "  for  the  purpose  of  this  clanse  is  defined 
to  include  a  private  branch  e-xchan^c  switchboard  operator,  in  those  cases 
where  private  branch  exchange  systems  are  involved  in  Station-to-Station 
service. 

(d)  Station-to-Station  service  may  be  operated  as  a  Number  Service, 
in  which  case  the  called  station  may  be  designated  only  by  number,  throng^ 
A  and  B  switchboards  or  through  tandem  operators,  etc. ;  or  it  may  be 
operated  through  toll  switchboards,  and  technically  known  as  an  "AY" 
service,  depending  on  the  local  circumstances  as  to  operating  conditions, 
plant  conditions,  and  the.eireunistanees  as  to  directory  distribution  and 
areas;  and  the  more  economical  method  will  be  employed  in  each  case. 
The 'choice  of  method  of  operating  Station-to-Station  service  will  be 
determined  solely  as  an  operating  arrangement,  not  in  any  way  affecting  ■ 
rates  or  service;  except  that  where  the  number  method  is  employed  it  is 
required  that  orders  be  accepted  stating  only  the  t«iephone  number  of 
the  called  station. 

(e)  The  charges  for  Station-to-Station  messages  shall  not  be  "  reversed," 
i.  e.,  collected  at  the  called  station. 

2.  Person-to-Person  Calls. 

This  service  shall  be  defined  by  the  following  conditions : 

(a)  Orders  will  be  accepted  to  establish  communication  between 
specified  persons. 

(b)  The  measurement  of  the  duration  of  a  Pcrson-to-Person  message 
for  the  purpose  of  the  application  of  rates  shall  .begin  at  the  moment 
wben  communication  begins  with  or  between  the  particular  person  or 
persons  specified  iu  the  order;  provided  that  certain  report  charges  will 
be  made  under  the  conditions  specified  in  the  clause  next  below,  where 
conuniinication  may  not  be  established. 

(c)  Orders  for  Person-to-Person  service  are  accepted  only  under  the 
condition  that  a  limited  charge  (to  be  known  as  "Report  Charge")  will 
be  made  in  the  following,  cases  where  it  is  impossible  to  establish  com- 
munication between  particular  persons: 

(1)  When  the  order  is  to  establish  communication  with  a  particular 
person  in  a  given  city,  telephone  address  unknown,  and  the  particular 
person  cannot  be  secured  within  one  hour  (exclusive  of  any  time  during 


DigilizcdbyGOOglc 


X428  Oklahoma  Corporation  Commission. 

which  "  no  circnite  "  or  other  cause  prevent  commanieatioD  of  the  order 
to  the  distnnt  city  or  exehaDge,  or  its  eompletiiHi). 

(2)  When  the  designated  person  called  refuses  to  talk. 

(3)  When  the  report  is  returned  that  the  designated  person  called  i» 
"  out  "  or  "  out  and  will  retnm  at  (specified  time)"  or  "  out  and  time  of 
return  unknown,"  "  is  absent  from  the  city,"  and  wnilar  reports  adviang 
the  calling  eubscriher  of  the  facte  ascertained  when  failure  to  complete 
the  order  is  due  solely  to  the  circumstances  of  the  called  person  or  to 
fault  in  describing  the  location  of  the  called  person,  and  when  all  of  the 
work  preliminary-  to  establishing  communication  with  the  called  person 
is  done. 

(4)  When  communication  between  the  desi^^ated  persons  cannot  be 
established  because  the  designated  person  at  the  calling  station  is  absent 
at  the  calling  station;  provided  that  no  charge  shall  be  made  in  such 
cases  where  the  delay,  if  any,  in  establishing  connection  is  greater  than 

(5)  When  the  designated  person  at  the  calfii^  station  refuses  to  talk 
when  the  facilities  for  communication  have  been  establi^ed. 

3.  Appointment  Calls. 

Appointment  Calls  are  Person-to-Person  calls,  the  order  for  which  pro- 
vides that  communication  is  to  be  arranged  for  to  take  place  at  a  spiecified 
time. 

4.  Messenger  Calls. 

Messenger  Calls  are  Person-to-Person  calls  requiring  the  use  of  a  mes- 
senger to  sMure  attendance  of  a  designated  person  at  one  of  the  public 
pay  stations  at  the  distant  point. 

5.  Collect  Calls. 

Collect  Calls  are  Person-lo- Person  calls,  the  charges  for  which  are 
"  reversed,"  i.  e.,  to  be  collected  from  the  subscriber  of  the  distant  station 
at  which  the  call  is  to  be  completed. 

II.    Staxdakd  Toll  R.iteh  for  STATioN-TO-STATioy  Messages. 

Effective  12  lOI  a.  .  M.,  January  21,  1919,  the  following  initial  period 

rates  are  made  standard  throughout  the  United  States  for  Station-to- 

Station  toll  messages,  where  the  distance  between  the  exchanges,  or  ti^ 

points,  does  not  exceed  40  miles  by  direct  air  line  measurement: 


For  Distances  More  Than 

But  Not  Mora  Than 

Initial  Rate  Is 

0  miles 

6  miles 

$0  05 

6  miles 

12  miles 

10 

12  miles 

18  miles 

15 

18  mUea 

24  miles 

20 

24  miles 

32  mUes 

25 

32  miles 

40  mUes 

30 
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The  following  initial  period  rates  are  made  standard  for  Station-to- 
Statiou  toll  messages  for  all  distances  in  excess  of  40  miles  by  direct  air 
line  D 


For  Distances  More  Than     But  Not  More  Than  Initial  Bate  Is 

40  miles  48  miles  $0  35 

48  miles  56  miles  40 

For  each  additional  8  miles  or  fraction  thereof,  5  cents  additional. 

For  the  purpose  of  applying  standard  rates  where  the  direct  ajr  lioe 
distance  between  points  is  in  excess  of  40  miles,  distance  shall  be  det^- 
mined  as  the  air  line  distance  between  the  centers  of  blocks  7  miles  square, 
within  which  the  points  of  communication  are  located,  and  where  the 
distance  is  in  excess  of  350  miles  by  the  air  line  distance  between  the 
cent«rs  of  sections  36  miles  square. 

The  block  and  section  scaling  system  for  pnrposee  of  measuring  toll 
rate  distance  between  points  mtXK  than  40  miles  distant  by  direct  measure- 
ment, shall  consist  of  a  grid  containing  sections  35  miles  square,  each  sec- 
tion subdivided  into  25  blocks  7  miles  square,  so  placed  on  a  polyconic 
projection  of  a  Government  Survey  map  of  the  United  States  that  section 
lines  coincide  with  a  line  drawn  approximately  north  and  south  through 
the  center  of  the  United  States  and  with  a  line  at  r^t  aisles  thereto 
passing  throv^h  the  northwestern  int«mational  boundarj'  line  in  the 
Strait  of  Georgia. 

III.    Standaeui  Toll  Bates  for  Other  Ciiasbeb  of  Toll  Calls. 

Effective  12:01  a.  m.,  January  21,  1916,  the  following  toll  message 
rates  are  established  for  Person-to-Person  Calls,  Appointment  Calls  and 
Messei^r  Calls: 

1.  The  initial  period  rates  for  Person-to-Person  Calls  shall  be  approxi- 
mately 25  per  cent,  in  addition  to  the  Station-to-Station  rates  between 
the  same  points,  in  accordance  with  the  Schedule  of  Computed  Bates  for 
Person-to-Person,  Appointment  and  Messenger  Toll  Calls,  attached  ber^o, 
and  hereby  made  a  part  of  this  order;  but  no  Person-to-Person  rate  shall 
be  less  than  20  cents. 

2.  In  those  cases  where  Person-to-Person  Calls  are  not  completed  and  a 
report  is  made  or  the  conditions  are  such  as  described  in  Paragraph  I. 
2-(c),  of  this  order,  a  Beport  Chaige  shall  be  made  of  approximately 
one-fourth  the  initial  rate  for  8tation~to~ Station  messages  between  the 
same  points,  in  accordance  with  the  Schedule  of  Computed  Rates  for 
Person-to-Person,  Appointment  and  Messenger  Toll  Calls,  attached  hereto 
and  hereby  made  a  part  of  this  order;  but  no  Report  Charge  shall  be  less 
than  10  cents  for  any  one  call,  nor  more  than  $2.00. 

3.  The  rates  for  Appointment  Calls  shall  be  approximately  50  per 
cent,  in  addition  to  the  rates  for  Station-t«-Station  messages  between  the 
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same  points  in  accordance  with  the  Schedule  of  Computed  Rates  for 
Ferson-to-Peraon,  App<nntment  and  Messenger  Toll  Calls,  hereto  attached 
and  hereby  made  a  part  of  this  order ;  but  in  the  case  of  any  Appointment 
Call  order,  where  the  distant  station  is  reached,  whether  the  appointment 
be  made  or  not,  the  Report  Charge  applicable  in  case  of  Persoo-to-Person 
calls  between  the  same  points  shall  be  made.  No  Appointment  Calls 
shall  be  accepted  where  the  Station -to- Station  rate  is  less  than  15  cent& 

4.  The  rat«s  for  Messen^r  Calls  shall  be  the  same  as  applied  to 
Appointment  Calls  between  the  same  points,  plos  any  charges  that  may 
be  required  for  the  service  of  messengers.  No  Messenger  Calls  shall  be 
accepted  where  the  Station-to-Statton  rate  is  less  than  15  cents. 

IV.    Standabd  Toll  Nioht  Rates. 
Effective  12 :01  a.  u.,  January  21, 1919,  the  following  reductions  shall  be 
made  in   the  rates  and  chaises  for  8tation-to-Station  messages   only, 
between  the  hours  of  8 :30  f.  m.  and  4 :30  A.  U. : 

1.  Between  the  hours  of  8 :30  p.  m.  and  12  midnight,  the  Night  Rates 
for  Station-to- Station  messages  shall  be  approximately  50  per  cent,  less 
than  the  regular  Day  Rates,  in  accordance  with  the  Schedule  of  Computed 
Night  Rates  attached  hereto  and  hereby  made  a  part  of  this  order;  but  no 
Night  Rate  shall  be  less  ban  25  cents. 

2.  Between  the  hours  of  12  midnight  and  4 :30  a.  m.,  the  Night  Rates 
shall  be  approximately  75  per  cent,  less  than  the  established  Day  Rates, 
ill  accordance  with  the  schedule  of  computed  night  rates  attached  hereto. 
and  hereby  made  a  part  of  this  order ;  but  no  night  rate  shall  be  less  than 
25  cents. 

3.  For  the  purpose  of  applying  Night  Rates,  the  time  of  day  at  the 
point  at  which  a  Station-to-Station  message  originates  shall  be  used. 

4.  Day  Rates  only  shall  be  employed  between  the  hours  of  4:30  a.  M. 
and  8:30  p.  u. 

V.   Standard  Initial  Pebiods,  Overtime  Periods,  and  Ovebtiue  Rates. 

Effective  12 :0l  i.  m.,  January  21,  1919,  the  f ollo«ing  initial  periods, 
overtime  periods  and  overtime  rates  are  made  standard  in  connection  with 
all  toll  calls  and  messages  made  at  standard  initial  toll  rates: 

1.   Standard  Initial  Period  and  Overtime  Period. 

Where  The  Initial  Rate  Is     The  Initial  Period  Is     The  Overtime  Period  h 

$0  05  5  minutes  6  minat«s 

10  6  minutes  3  minutes 

16  6  minutes  2  minutes 

20  5  minutes  2  minutes 

2S  5  minutes  1  minute 

30  3  minutes  1  minute 

36  3  minutes  1  minute 

All  other  rates  3  minutes  1  minute 


DigilizcdbyGOOglc 


State  er  rel.  v.  Southwestern  Bell  Tel.  Co.     1431 
,.  88] 

Where  Person- to-Person  calls  are  accepted  at  the  above  initial  rates 
the  initial  period  is  three  minutes  and  the  overtime  period  is  one  minute. 
2.    Standard  Overtime  Rates  are  as  follows: 

Where  The  Initial  Rate  Is  The  Overtime  Rate  Is 

90  06  $0  06 


30  10 

35  10 

and  thereafter  approximately  1/3  of  the  initial  rate,  and  in  no  case  more 

tbsa  1/3  of  the  initial  rate,  in  accordance  with  the  Table  of  Computed 

Overtime  Charges  hereto  attached  and  hereby  made  a  part  of  this  order. 

A.  S.  Bt'RLESOiT,  Postmaster  General. 
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ScBiDUU  or  Computed  Nioht  Rates  roB  StatioN'TO-St&tion  Toll  MiaswEi, 


The  Rau  Brtiwen 

Whtn  tlf  Day 

S:SO  P.  M.  and  11  Mid- 

IIMidnigUai^i^SO 

nvWT> 

SO  06 

daynto 

daynte 

day  rate 

day  rate 

day  rate 

day  rate 

day  rate 

day  rate 

day  rale 

day  rate 

W25 

10  25 

100 
1  05 
1  10 
1  15 

1  ao 

1  26 
130 
1  36 
1  40 
1  45 
I  SO 
1  65 
1  60 


1  00  50 

aad  thereafter  one-half  Uke  and  thereafter  oite-Courl'i 

day  rale.     When  the  day  ttie  day  rate.    WIioi  the 

rate  is  not  ev^y  diviaibfe  day  rate  is  not  evmly  di- 

by  2,  one-half  the  day  rate,  visible   by   4,   oneJoiirtk 

computed     to     the     next  the  day  rat«,  oonpoled  In 

higher  multiple  of  6  cents,  the  ne^  higher  multipk 
of  5  cents. 
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"  Q,  In  so  far,  Mr.  Noble,  &s  this  order  requires  practices  or  ^ui^e- 
different  from  that  in  effect  purwiant  to  the  orders  of  this  CommisaOD. 
it  is  being  done  by  your  people  f 

A.  Yes,  air,  it  is.    •    ■    ■  " 

■Mr.  C.  W.  Blueler,  manager  of  the  Maney  Export  Com- 
pany, 601  Grain  Exchange  Building,  Oklahoma  City,  Okla- 
homa, testified  as  follows : 

"  On  January  28  I  put  in  a  call  to  Walter,  Oklahoma,  the  rate  for  thne 
minutes  being  85  cents,  and  should  be  75  cents,  according  to  the  ol^ 
schedule;  on  January  30  we  had  a  call  to  Frederick,  five  minutes,  intb  a 
charge  of  $1.65,  under  old  schedule  should  have  been  $1.45 ;  Februai;  1 
we  had  a  call  to  Enid,  four  minutes,  charge  85  cents,  old  schedule  rate  73 
cents;  February  1  we  had  a  call  to  Walter,  three  minutes,  85  cents  cha^ 
old  schedule  75  cents.  These  charges  which  1  have  here  for  the  ne* 
schedule  were  secured  after  much  effort  from  the  telephone  corapaD/i 
bookkeeper,  as  we  will  not  get  a  bill  for  it  until  the  end  of  the  montk 
which  is  now  made  to  end  on  the  twenty-first  of  each  month,  instead  of 
the  calendar  mouth." 

There  is,  therefore,  no  controversy  as  to  the  facts.  The 
Southwesitern  Bell  Telephone  Company  has  absolutdy  dis- 
regarded the  rates  and  practices  prescribed  by  Uie 
Commission. 

The  injurious  nature  of  the  rates  and  practices  as  to 
small  exchanges  and  short  line  hauls  is  shown  by  the  testi- 
mony of  the  witnesses.  Person  to  person  calls  will  not  be 
received  where  the  distance  is  less  than  12  miles  and  the 
rates  is  less  than  15  cents.  N-either  will  messenger  service 
be  famished  for  this  class  of  business.  The  commission 
paid  by  the  Southwestern  Bell  Telephone  Company  and  the 
prorate  of  receipts  to  the  small  exchangee  is  too  low  to  pay 
for  the  cost  of  handling  the  business. 

Mrs.  Fannie  Bell,  who  owns  and  operates  a  small 
exchange  at  Kiowa,  Oklahoma,  testified  as  follows: 

"The  day  (January  21,  1919),  the  order  went  into  effect  a  dmnuiiff 
came  in  and  wanted  to  call  up  a  party  at  Savanna,  8  miles  away,  and  ttxT 
could  not  take  the  call.  The  roads  were  bad  and  he  couldn't  drire  orcr 
there,  and  he  offered  any  price  if  they  would  send  a  messenger  to  tb* 
party  he  wanted,  who  was  just  across  the  street  from  the  office,  bnl  ttff 
would  not  do  it. 
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Q.  That  was  the  Bell  telephone  compaoyl 
A.  Y«s,  sir. 

Q.  How  do  yon  fare  under  your  new  ammgenient  with  the  Bell  peoplet 

A.  Not  very  well.    Even  if  the  places  where  I  have  ray  lines  are  only 

smalt  places,  I  think  they  need  the  service  as  bad  as  they  do  here  in 

Oklahoma  City.    As  it  is,  we  would  be  compelled  to  discontinue  those 

lines  under  present  rules." 

Mr.  D.  F.  Gore,  an  attorney  at  law,  Tulsa,  Oklahoma, 
testified  that  on  the  twenty-first  day  of  January,  1919,  he 
placed  a  call  from  Tiis  office  to  a  certain  person  in  a  small 
place  called  Oakliurst,  about  midway  between  Tulsa  and 
Sapolpa,  and  a  distance  of  about  7  miles,  and  that  the 
operator  informed  him  that  she  could  not  accept  a  Person- 
to-Person  call  at  Oakhurst. 

Mr.  George  Youngblood,  owner  and  manager  of  the  Rip- 
ley Automatic  Telephone  Company,  Ripley,  Oklahoma,  tes- 
tified as  follows : 


"  Q.  What  is  your  complaint  against  the  Southweatem  Bell  Telephone 
Company  1 

A.  They  will  not  let  us  place  our  calls  like  we  did  before. 

Q.  What  calb  do  they  refuse  to  accept? 

A.  Peraon-to-Person  calls  where  the  rate  is  10  cents.  We  have  four 
towns  within  12  miles  of  our  place  and  the  rate  to  each  of  them  is  10 
cents.  We  have  one  station  that  we  have  another  line  to  and  from  any 
of  these  places  to  ours  the  rate  is  only  10  cents.  We  cannot  place  a 
Ferson-to-Person  call  to  any  of  those  stations,  and  one  of  them  is  the 
county  seat  and  another  is  an  oil  town,  Cusliing.  My  patrons  complain 
that  if  they  want  to  place  a  Person -to- Person  call  or  send  a  messenger 
they  should  be  allowed  to  do  so,  as  we  have  the  hues  and  they  are  willing 
to  pay  for  the  service  and  ask  why  they  cannot  get  the  service,  as  that  is 
what  they  want.  W«  have  made  no  complaint  on  the  price  before,  but 
we  have  lost  two  telephones  on  account  of  it,  and  will  lose  more  if  that 
system  is  continued.  The  report  charge  bothers  us  some,  but  we  can  get 
along  with  it.  In  one  case  some  one  at  the  hotel  wanted  to  talk  to  a  lady's 
son  who  was  in  Gushing.  It  was  a  lady  and  she  wanted  to  talk  to  her 
son,  but  did  not  know  just  where  to  locate  him,  and  she  called  the 
Tungston  Hotel  to  ask  a  party  about  him,  and  when  she  got  the  party 
on  the  line  he  refused  to  talk  and  they  chai^d  her  10  cents.  She  wanted 
fhem  to  send  out  a  messenger  and  the  operator  refused  to  do  so,  and  she 
had  a  10-cent  report  chai^.     And  the  whole  rate  is  just  10  cents.     She 


DigilizcdbyCOOglc 


1438  Oklahoma  Corporation  Commission. 

then  culled  the  police  station,  and  finally  this  man  got  the  infornisTion 
from  some  source  that  some  one  wanted  to  talk  to  him  from  Ripley,  tai 
they  would  not  tell  him  who  it  was  and  he  put  in  a  call  for  me  at  Ripl^'. 
and  I  told  him  his  folks  wanted  him,  and  pnt  lum  on  the  line  with  tbeni 
and  he  talked  to  her  and  he  had  to  pay  for  the  call  back  to  Bipley. 
That  is  the  kind  of  service  our  people  do  not  like.  The  oil  men  there  s«« 
that  I  could  not  help  it,  and  the  Beil  people  say  they  cannot  help  it,  but 
are  doing  the  best  they  can.  But  that  doesn't  take  care  of  my  bosine&v 
Those  oil  fellows  are  not  using  the  teleplione,  but  say  they  will  go  ov*r 
in  a  car.  Mr.  J.  K.  Monday  has  charge  of  some  500  or  600  head  of  cattle 
and  the  man  tliat  owns  them  lives  in  Cushing,  and  he  wanted  to  plate  sn 
appointment  call  for  six  o'clock,  but  he  could  not  place  the  call.  Hf 
wanted  to  talk  to  bim  and  no  one  else  and  the  company  would  not 
accept  it. 

Q.  That  is  the  Southwestern  Bell  eompanyl 

A.  Yes,  sir,  they  refused  to  take  the  call  and  he  said:  '  Wdl,  1  can 
write  —  that's  the  only  way  to  get  word  to  him.' 

Q.  Does  it  cost  more- or  less  for  service  now  where  you  try  to  get  a 
Station-to- Stat  ion  call  than  it  did  when  you  got  Ferson-to-Person  calls! 

A.  All  the  way  through  our  rates  are  20  per  cent,  to  25  per  cent,  higher. 
Onr  rate  to  Oklahoma  City,  under  the  last  revision  was  45  cents  and  no« 
the  rate  is  50  cents. 

Q.  As  I  understand  you,  it  costs  you  more  to  handle  the  businessT 

A.  Yes,  sir.  We  work  on  a  commission  and  onr  commission  is  lost  on 
a  10-cent  ticket  and  we  have  considerably  more  work.  When  we  report 
to  the  company  we  have  to  mark  our  tickets  '  Station- to- Station,'  '  Peiswi- 
to-Person  '  or  '  Appointment  '  rates. 

Q.  Does  this  commission  pay  you  what  it  takes  to  handle  the  business? 

A.  No,  I  cannot  get  enough  out  of  it  to  pay  for  making  out  the  bills 
and  the  operators. 

Q.  You  do  not  think  it  has  increased  the  volume  of  the  busincsst 
A.  No,  sir.     We  have  lost  calls  and  our  work  has  doubled  up  beesuM 
we  have  to  call  two  or  three  times  and  we  get  less  pay  out  of  it." 

Mr.  ().  R.  Dunn,  owner  and  manager  of  the  Poteau  Tele- 
jihone  Company,  testified  that  persons  would  not  talk  on 
Station -to-Stati on  calls;  that  the  new  rates  put  into  effM 
hy  the  Southwestern  Bell  Telephone  Company  were  suffi- 
cient rates  on  long  hauls,  but  that  the  rate  on  short  hauls 
is  so  low  that  it  is  impossible  to  do  business  under  these 
rates. 
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Mr,  N.  S.  Lamar,  manager  of  the  Tvdn  Valle-y  Telephone 
Exchange,  Morrison,  Oklahoma,  testified  that  under  the 
new  division  of  rates  with  the  Southwestern  Bell  Telephone 
Company  that  his  excliange  could  not  keep  up  its  lines. 

The  Defense  of  the  Defendant  Telephone  Company. 

The  officers  and  agents  of  the  Southwestern  Bell  Tele- 
phone Company  admit  that  the  rates,  charges  and  practices 
put  in  effect  on  the  twenty-first  day  of  January,  1919,  kept 
in  effect  since  that  date,  and  continuing  to -be  kept  effective 
are  different  from  the  rates,  charges  and  practices  in  effect 
under  the  orders  of  the  Corporation  Commission.  Neither 
do  they  deny  that  these  rates  are  higher  than  the  rates 
prescribed  by  the  orders  of  the  Corporation  Commission. 

There  is  no  defense  on  the  ground  that  application  was 
made  to  the  Commission  for  an  inci'ease  or  a  change  in  the 
rates  prescribed  by  the  Corporation  Coimnission,  There  is 
no  allegation  on  the  part  of  the  defendant  telephone  com- 
pany that  the  rates  prescribed  by  the  Corporation  Conmiis- 
sion  were  unreasonable  or  tliat  they  were  not  liigh  cnougl' 
lo  bring  to  the  telephone  company  an  adequate  return  on 
its  property.  Neither  is  the  question  of  the  reasonableness 
of  Conmiission's  Order  No.  101'  brought  into  question. 
The  sole  and  only  defense  made  by  the  telephone  company 
is  that  it  is  acting  under  orders  from  the  Postmaster  Gen- 
eral and  that  the  rates,  charges  and  practices  installed  on 
the  twenty-first  day  of  January,  1919,  were  at  the  instance 
and  the  order  of  the  Postn)aster  General, 

The  authority  for  this  order  of  the  Postmaster  General 
is  said  to  be  derived  from  a  resolution  of  Congress,  bear- 
ing date  of  July  16, 1918,  and  the  Proclamation  of  the  Presi- 
dent of  the  United  States,  embodying  and  based  upon  this 
resolution  of  Congress,  and  hearing  date  of  July  22,  1918. 

The  contention  of  the  State  and  the  gist  of  the  defense 
of  the  telephone  company,  is  the  proviso  of  the  aforesaid 

•  II.  C.  T.  C.  729. 


DigilizcdbyGoO^Ie 


1440  Oklahoma  Cobpobation  Commission.  ] 

Joint  R«s(riution  of  Congress;  or,  as  stated  by  Mr,  S.  H. 
Harris,  attorney  for  the  telephone  company, 

"  The  whole  point  of  contention  rests  on  this  resolution.     "     *    •    I  will 
read  the  proviso  or  last  paragraph : 

'  Provided  further,  tliat  nothing  in  this  Act  shall  be  construed  to  amend, 
repeal,  impair,  or  affect  eitisting  laws  or  powers  of  the  stales,  in  relatiiHi 
to  taxation  or  the  lawful  police  regulations  of  the  several  states,  exeept 
wherein  each  laws,  powers,  or  regalations  may  affect  the  transmission  of 
government  communication,  or  the  issue  of  stocks  and  bonds  by  such  svsteni 
or  systems.'  '* 

Resolution  of  Congress  Does  Not  Give  Fedebal  GIovees- 
MENT  Power  Oveb  Intrastate  Rates. 

There  is  a  very  serious  question  as  to  whether  Congress 
could  exercise  control  over  intrastate  rates  sliould  it  choost 
to  do  so,  mthout  first  securing  an  amendment  to  the  Con- 
stitution permitting  it  to  do  this.  We  are  of  the  opinion 
that  it  could  not,  and  we  think  the  cases  fully  support  our 
position  therein.  But  for  the  purpose  of  this  case  we  set- 
no  reason  to  spend  time  discussing  this  point,  as  we  are 
fully  convinced  that  Congress  has  not  in  the  aforesaid 
resolution  of  July  16,  1918,  or  by  any  other  resolution  or 
law,  given  to  the  President  of  the  United  States,  the  Post- 
master  General  or  any  other  govenmaent  official,  govern- 
mental agency,  or  department  of  government  any  control 
over  purely  intrastate  rates. 

"We  quote,  however,  on  the  foregoing,  what  was  said  iu 
the  brief  of  the  Nebraska  State  Railway  Commission,  in 
the  case  of  Railway  Commission  v.  Lincoln  Telephone  and 
Telegraph  Company,  et  al.,  recently  argued  in  the  United 
States  District  Court  of  Nebraska,  Lincoln  Division: 

"  The  Powee  of  the  State  to  Control  Intrastate  Rates  is  Cou- 
plets Except  as  it  May  Involve  Discriui nation  in  Relation  v> 
Interstate  Commerce. 

Cases  without  number  might  be  cited  to  show  that  the  states  did  not 
surrender  their  power  over  intrastate  conunercc.  This  was  recogniud 
in  the  Federalist  (No.  XLII  Madison).  The  earlier  cases  aserted  & 
power  of  the  stat«s  over  intrastate  commerce  more  broadly ;  the  lat«  «»s» 
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reeogoiie  the  power  of  Congrese  over  intrastate  commerce  so  far  as  to 
prevent  discrimination.  In  the  Shreveport  Case,  234  U.  S.  342,  58  L. 
Ed.  1341,  the  MinneBota  Rate  Case  is  quoted  as  follows : 

'  It  is  urged,  however,  that  the  words  of  the  proviso  (referring  to  the 
proviso  above  mentioned)  are  susceptible  of  a  construction  which  would 
permit  the  provisions  of  Section  3  of  the  Act,  prohibiting  carrierB  from 
giving  an  undue  or  nnreasonable  preference  or  advantage  to  any  locality, 
to  apply  to  unreasonable  discriminations  between  localities  in  different 
states,  as  well  when  arising  from  an  intrastate  rate  as  oompared  with  an 
interstate  rate  as  when  due  to  interstate  rates  exclnsively.  If  it  be  assumed 
that  the  statute  should  be  so  construed,  and  it  is  not  necessary  now  to 
decide  the  point,  it  would  inevitably  follow  that  the  controllini^  principle 
governing  the  enforcement  of  the  Act  should  be  applied  to  such  eases  as 
might  thereby  be  brought  within  its  purview;  and  the  question  whether 
the  carrier,  in  such  a  case,  was  given  an  nndue  or  unreasonable  preference 
or  advantage  to  one  locality  as  against  another,  or  snbjecting  any  locality 
to  an  nndue  or  nnreasonable  prejudice  or  disadvantage,  would  be  pri- 
marily for  the  investigation  and  determination  of  the  Interstate  Com- 
merce Commission,  and  not  for  the  courts.' 

When  Section  1  of  the  Interstate  Commerce  Act  Was  being  considered 
by  Congress  the  opinion  see'kned  to  have  been  nnanimons  that  Congress 
had  no  power  to  control  intrastate  rates.  Senator  •Cnllom,  one  of  the 
nianagers  on  the  part  of  the  Senate,  used  this  language.  Vol.  18,  Part  1, 
4&th  Congress,  2d  Session,  page  484: 

'  It  ranst  be  borne  in  mind,  however,  that  any  measure  which  Congress 
can  enact  upon  this  subject  may  prove  to  some  extent  Ineffective  and 
unsatisfactory  until  it  has  been  supplemented  by  similar  state  legislation, 
just  as  the  state  legislation  now  in  force  in  many  of  the  states  has  been 
found  ineffective  and  unsatisfactory  in  some  respects  because  of  the 
absence  of  national  legislation.  There  is  no  way  in  which  the  entire 
internal  commerce  of  the  country  can  be  subjected  at  once  to  the  same 
uniform  plan  of  regulation  under  the  Constitution  as  it  stands.  Much  of 
this  commerce  is  beyond  the  jurisdiction  of  Congress,  bat  if  we  will  apply 
jnst  and  proper  regulations  to  the  interstate  commerce  now  subject  to 
oar  control  under  the  Constitution,  I  am  satisfied  that  within  a  few  years 
the  states  which  have  not  already  done  so  will  enact  similar  regulations, 
and  eventually  the  entire  internal  commerce  of  the  country  will  be  placed 
under  a  substantially  uniform  plan  of  regulation.' 

And  Mr.  Crisp,  one  of  the  managers  on  the  part  of  the  House,  said 
(same  Vol.,  page  781) : 

'  The  Congress  of  the  United  States  has  no  authority  under  the  Con- 
stitution to  r^ulate  the  transportation  of  commerce  wholly  within  a 
slate.    The  states  of  the  American  Union  under  the  Constitution  have  no 
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right  to  regulate  the  transportation  of  commerce  between  the  stsla. 
The  line  is  clearly  marked.' 

The  proviso  of  Section  1  of  the  Conimerce  Act  is  as  follows: 
'  Provided,  however,  that  the  proviaiona  of  this  Act  shall  DOt  apply  to 
the  transportation  of  passengers  or  property,  or  to  the  receiving,  delitei' 
ing,  atoi-age,  or  handling  of  property  wholly  within  one  state  and  co; 
shipped  to  or  from  a  foreign  conntry  from  or  to  any  state  or  terrilorj 
as  aforesaid,  nor  shall  they  apply  to  the  transmission  of  messages  bv  W\t- 
jihone,  telegraph  or  cable  wholly  n-ithin  one  stat«  and  not  transmitted  lo 
or  from  a  foreign  country  or  to  any  state  or  territory  as  aforesaid.' 

The  expressions  are  quoted  as  a.  means  of  interpreting  the  pitiviM. 
They  indicate  what  was  apparently  the  unanimons  intent  of  Congress  a< 
to  the  saving  the  eontrol  of  intrastate  rates  to  the  several  states.  If  tlie 
Act  relating  to  telephones  and  telegraphs  is  to  be  construed  as  the  defend- 
ants desire,  then  it  must  be  held  that  the  proviso  above  set  forth  has  be«i 
repealed  and  all  of  the  vast  array  of  decisons  sustaining  the  power  of  ibe 
states  must  be  overturned,  and  it  is  plain  that  it  cannot  be  done  imdcT 
the  power  over  interstate  commerce.  If  done  at  all  It  must  have  been 
done  under  the  war  power.  This  is  the  view  taken  by  most  of  those  «iio 
have  discussed  this  snbject.  It  is  suggested  in  the  brief  of  the  defendtot; 
(page  40)  that  Congress  legislated  under-  ita  power  to  establish  posl- 
ofBees  and  postroads.  W«  hardly  see  how  such  a  contention  can  benffii 
the  defendants,  for  it  is  a  concession  that  the  companies  were  taken  orer 
under  the  civil  power  of  Congress  and  not  under  its  war  powers.  I'ndM 
what  Constitutional  power  did  the  President  take  over  the  telephones  and 
telegraphs?  The  President  ia  the  chief  civil  officer  of  the  United  States 
as  well  as  the  head  of  its  military  and  naval  forces,  so  that  the  takJDZ 
over,  as  far  as  the  Pre^dent  is  concerned,  may  have  been  in  either  capar- 
city.  It  is  plain  that  where  there  is  imminent  necessity,  of  which  the 
President  most  be  the  sole  judge,  he  may  take  telephone  and  telegnpt 
lines  for  military  purposes,  and  having  accomplished  his  aims  retmn 
them  to  their  owners,  leaving  the  matter  of  compensation  to  be  fixed  Ister 
by  the  courts.  Such  would  be  a  pnre  taking  over  the  lines  for  militair 
purposes  and  the  President  undoubtedly  has  such  power  in  case  of  inci- 
sion or  insurrection  in  the  absence  of  any  statute  specifically  conferring 
it.  A  general  military  commander  in  the  field  has  soch  power,  55tli 
Article  of  War,  Dow  v.  Johmon,  100  V.  S.  158,,  25  L.  Ed.  632.  Tlie 
use  of  railroads  and  telegraph  lines  during  the  Civil  War  was  under  an 
Act  of  Congress  passed  in  1862,  which  provides  as  follows : 

'  Be  it  enacted,  etc.,  that  the  President  of  the  United  States,  when  in 
his  judgment  the  public  safety  may  require  it,  be,  and  he  is  heretv, 
autlioriaed  to  take  possession  of  any  or  all  the  telegraph  lines  in  the 
United  States,  their  oflices  and  appurtenances;  to  take  possession  of  anv 
or  all  the  railroad  lines  in  the  United  States,  thfflr  rolling  stock,  their 
ofiicos,  shops,  buildings,  and  all  their  appendages  and  appurtenanees;  lo 


Digmzcd  by  Google 


State  ex  rel.  v.  Southwbstebn  Bell  Tel.  Co,    1443 

.  L.  88] 

preecribe  mles  and  regnlations  for  th«  holding,  using,  and  maintaining 
of  th«  aforesaid  telegraph  and  railroad  lines  and  to  extend,  repair,  and 
complete  the  same  in  the  manner  most  condncive  to  the  safety  and  interest 
of  the  government;  to  place  under  military  control  all  the  officers,  agents, 
and  employees  beloi^ng  to  the  telegraph  and  railroad  lines  thos  taken 
possession  of  by  the  President,  so  that  they  shall  be  considered  as  a  post- 
road  and  a  part  of  the  military  establishment  of  the  United  States,  subject 
to  all  the  restrictions  imposed  by  the  mles  and  articles  of  war.' 

Cong.  Record,  Vol.  66,  page  2419. 

If  the  wire  lines  constitute  a  part  of  the  military  establishment  they 
must  be  governed,  of  course,  by  military  rule.  Martial  taw  not  having 
been  proclaimed  in  any  part  of  the  United  States  and  the  ordinary  civil 
KDvemment  not  having  been  superseded  by  a  miUtary  government,  the 
statement  that  they  are  governed  by  military  law  can  only  be  properly 
made  if  the  lines  conatitnte  a  part  of  the  military  establishment. 

Military  law  is  the  body  of  rules  and  isolations  that  have  been  pre- 
scribed for  the  governing  of  the  army  and  the  navy  and  for  the  militia 
when  called  into  active  service.  The  Supreme  Court  of  the  United  States 
has  clearly  defined  the  different  branches  of  military  authority  as  follows: 

'  There  are  under  the  Constitution  three  kinds  of  military  jurisdiction : 
one  to  be  exercised  both  in  peace  and  war;  another  to  be  ezer^sed  in 
time  of  foreign  war  without  the  boundaries  of  the  United  States,  or  in  time 
of  rebellion  and  civil  war  within  states  or  districts  occupied  by  rebels 
treated  as  belligerents;  and  a  third  to  be  exercised  in  time  of  invasion  or 
insurrection  within  the  limits  of  the  United  States,  or  during  rebellion 
within  the  limits  of  states  maintaining  adhesion  to  the  National  Oovem- 
ment,  when  the  public  danger  requires  its  exercise.  The  first  of  these  may 
be  called  jurisdiction  under  military  law,  and  is  found  in  Acts  of  Congress 
prescribing  rules  and  articles  of  war,  or  otherwise  providing  for  the 
government  of  the  national  forces;  the  second  may  be  distinguished  as 
military  government,' superseding,  as  far  as  may  be  deemed  expedient,  the 
local  law,  and  exercised  by  the  milit^jy  commander,  under  the  direction  of 
the  President,  with  the  express  or  implied  sanction  of  Congress;  while  the 
third  may  be  denominated  martial  law  proper,  and  is  called  into  action  by 
Congress  or  temporarily  when  the  action  of  Congress  cannot  be  invited 
and  in  the  case  of  justifying  or  excusii^  peril,  by  the  President,  in  times 
of  insurrection  or  invasion,  or  of  civil  or  foreign  war,  within  districts  <^ 
localities  where  ordinaiy  law  no  longer  adequately  secnres  public  safe^ 
and  private  rights.' 

Ex  parte  MiUigan,  4  Wall.  2,  1  L.  Ed.  281. 

As  a  matter  of  fact,  no  military  element  attached  to  the  taking  of  pos- 
session of  the  lines  by  the  President  except  as  specified  in  the  Act  itself, 
and  it  must  be  clearly  home  in  mind  that  the  military  power  is  always 
subordinate  to  the  civil  power,  Dotv  v.  Johnson,  supra,  and  unless  the 
wvil  power  has  been  supplanted  by  a  military  government,  the  President 
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would  act  in  his  civil  and  not  in  his  military  capacity  and  as  a  federsl 
oflicer  be  would  require  federal  legfislation  to  enable  him  to  operate  the 
telephone  and  tel^raph  lines.  The  law  18  silent  as  to  the  lines  being 
operated  by  military  officers  and  as  a  matter  of  fact  its  entire  administra- 
tion was  committed  to  civil  officers.  It  is  a  general  principle  of  military 
control  that  everythit^  shall  be  done  throogh  military  channels,  not  that 
every  person  connected  with  the  service  would  have  to  be  in  the  army 
for  many  things  are  done  through  civilian  employees,  but  the  management 
would  have  to  be  a  part  of  the  military  establishment,  which,  of  course, 
is  not  true  in  the  present  instance.  If  there  be  doubt  as  to  whether  the 
control  is  civil  or  military  it  should  be  resolved  in  favor  of  the  former 
in  view  of  the  fact  that  the  civil  power  is  always  deemed  dominant. 
In  Saymond  v.  Thomas,  91  U.  S.  712,  the  rule  is  laid  down  thus: 
'  It  is  an  unbending  rule  of  law,  that  the  exercise  of  military  power, 
where  the  rights  of  the  citisens  are  concerned,  shall  never  be  pushed 
beyond  what  the  exigency  requires.' 

If  the  law  vest  the  rate-making  power  in  the  President,  the  Conuneree 
Act  is  so  far  repealed.  Repeals  by  implication  are  obnoxious  and  it 
cannot  be  fairly  considered  that  Congress  would  repeal  so  important  a 
part  of  the  Act  to  R^alate  Commerce  without  some  reference  to  it  in 
the  Act  itself,  or  at  least  that  the  matter  would  have  been  folly  diseossed 
by  Congress.  Only  a  few  references  are  made  in  the  debates  to  the  effect 
of  the  new  Act  upon  the  making  of  rates,  and  none  of  them,  so  far  as 
we  have  discovered,  refer  to  any  change  in  the  Act  to  Regulate  Commerce. 
In  the  face  of  the  commerce  statute  it  seems  impossible  that  a  narrow 
construction  should  be  given  to  ihe  proviso  in  the  statute  giving  the  Presi- 
dent control  of  telephones  and  telegraphs.  As  Congress  conferred  no 
rate-making  power  on  the  President,  as  it  did  in  the  case  of  the  railways, 
it  seems  clear,  not  considering  the  proviso  at  all,  that  there  was  no 
intention  to  interfere  with  intrastate  rate-making." 

We  also  call  attention  to  the  most  recent  pronouncement 
of  the  Supreme  Court  of  the  United  States  on  state  control 
of  intrastate  conuneree,  in  the  case  of  Hammer  v.  Dagen- 
hart,  (U.  S.  Adv.  Ops.  1917-18,  pages  660,  663^64).  The 
court  says : 

"  The  grant  of  power  to  Congress  over  the  subject  of  interstate  com- 
merce was  to  enable  it  to  regulate  snch  commerce,  and  not  to  give  it 
authority  to  control  the  states  in  their  exercise  of  the  police  power  over 
local  trade  and  manufacture. 

The  grant  of  authority  over  a  purely  federal  matter  was  not  intended 
to  destroy  the  local  power  always  existing  and  carefully  reserved  to  the 
states  in  the  10th  Amendment  to  the  Constitution. 
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Police  rdgulatious  relating  to  the  intenial  trade  and  aifairs  of  the 
states  have  been  uniformly  recognized  ae  within  sneh  control.  '  Tbia,'  said 
this  court  in  Vailed  States  v.  DewHt,  9  Wall.  41,  45,  19  L.  Ed.  593,  594, 
'  has  been  so  frequently  declared  by  this  court,  results  so  obviously  from 
the  terms  of  the  Constitution,  end  has  been  eo  fully  explained  and  sup- 
ported on  former  occasions,  that  we  think  it  unneceasary  to  enter  again 
upon  the  discussion.'  See  Kellar  v.  United  States,  213  U.  S.  138,  144-146, 
53  L.  Ed.  737-740,  29  Sup.  Ct.  Rep.  470,  16  Ann.  Cas.  1066;  Cooley, 
Const.  Lira.  7th  Ed.  p.  11. 

In  the  judgment  which  established  the  broad  power  of  Congress  over 
interstate  commerce,  Chief  Justice  Marshall  said  (9  Wheat.  203,  6  L.  Ed. 
72) :  '  They  (inspection  laws)  act  upon  the  subject  before  it  beeoroee  an 
article  of  foreign  commerce,  or  of  commerce  among  the  states,  and  pre- 
pared it  for  that  purpose.  They  form  a  portion  of  that  immense  mass 
of  legislation  which  embraces  everything  within  the  territory  of  a  stat«, 
not  surrendered  to  the  general  government  -~  all  of  which  can  be  most 
advantageously  exercised  by  the  states  themselves.  Inspection  laws, 
quarantine  laws,  health  laws  of  every  description,  as  well  as  laws  for 
r^^lating  the  internal  commerce  of  a  state,  and  those  which  respect 
turnpike  roads,  ferries,  etc.,  are  component  parts  of  this  mass.' 

A  statute  must  be  judged  by  its  natural  and  reasonable  effect.  Collins 
V.  Ne-w  Hampshire,  171  U.  S!  30,  33,  34,  43  L.  Ed.  60-63,  18  Sup.  Ct. 
Etep.  766.  The  control  by  Congress  over  interstate  comnierce  cannot 
authorize  the  exercise  of  authority  not  intrusted  to  it  by  the  Constitution. 
Pipe  Liue  Vwtes,  (Vuiled  States  v.  Ohio  Oil  Co.),  234  U.  S.  548,  .160, 
58  L.  Ed.  1459,  1470,  34  Sup.  Ct.  Rep.  956.  The  maintenance  of  the 
authority  of  the  states  over  matters  purely  lotrol  is  as  essential  to  the 
preservation  of  our  institutions  as  is  the  conservation  of  the  supremacy 
of  the  federal  power  in  all  matters  intrutfted  to  the  nation  by  the  Federal 
Constitution. 

In  interpreting  the  Constitution  it  must  never  be  forgotten  that  the 
nation  is  made  up  of  states,  to  which  are  intrusted  the  powers  of  local 
government.  And  to  them  and  to  the  people  the  powers  not  expressly 
delegated  to  the  national  government  are  reserved.  Lane  County  v.  Oregon, 
7  Wall.  71,  76,  19  L.  Ed.  101,  104.  The  power  of  the  states  to  regulat« 
their  purely  internal  affairs  by  such  laws  as  seem  wise  to  the  local 
authority  is  inherent,  and  has  never  been  surrendered  to  the  general 
government.  New  York  v.  MUh,  11  Pet.  102,  139,  9  L.  Ed.  648,  663; 
Slaughter-Hoiise  Cases,  16  Wall.  36,  63,  21  L.  Ed.  394,  404;  Kidd  v. 
Pearson,  supra.  To  sustain  this  statute  would  not  be,  in  our  judgment, 
a  recognition  of  the  lawful  exertion  of  congressional  authority  over  inter- 
state commerce,  but  could  not  sanction  an  invasion  by  the  federal  power  of 
the  control  of  a  matter  purely  local  in  its  character,  and  over  which  no 
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authority  has  been  delegated  to  Congress  in  eonfemng  the  power  to  regn- 
late  commerce  among  the  etateg. 

We  have  neither  anthority  nor  disposition  to  question  the  notices  of 
Congress  in  enacting  this  legislation.  The  purposes  intended  mnst  be 
attained  consistently  with  Constitutional  limitations,  and  not  by  an  tnvanon 
of  the  powers  of  the  states.  This  court  has  no  more  important  function 
than  that  which  devolves  upon  it  the  obligation  to  preserve  inviolate  tbe 
Constitutional  limitations  upon  the  exercise  of  authority,  federal  and 
state,  to  the  end  that  each  may  continue  to  discharge,  harmoniously  with 
the  other,  the  duties  intrusted  to  it  by  the  Constitution." 

Power  Over  Intrastate  Rates,  Reserved  to  the  States  By 
THE  Joint  Resolution  of  Congress  of  July  16,  1&18. 
The  language  of  the  Resolution  of  Congress  of  July  16, 
li^iS,  is  clear,  and  i%  so  plain  that  there  can  be  no  doubt  but 
that  Congress  meant  to  reserve  to  the  states  power  over 
intrastate  rates.  In  the  Railway  Act  of  March  21,  1918. 
the  power  was  expressly  given  to  the  President  to  initiate 
interstate  rates.  The  language  of  Section  15  of  this  Act, 
reserving  to  the  states  their  police  powers,  is  almost  iden- 
tical with  the  language  of  the  proviso  reserving  to  the  states 
their  police  powers  in  reference  to  telephone  and  telegraph 
companies.  Prior  to  the  passage  of  any  of  these  Acts  the 
President  had  no  control  over  rates,  either  state  or  inter- 
state. Whatever  power  he  has  in  reference  to  riates  is 
derived  solely  from  the  statutes.  The  fact  that  Congress 
thought  it  necessary  to  vest  in  him  the  power  to  initiate 
rates  under  the  Railway  Act  is  strong  indication  that  it 
did  not  give  him  the  power  with  respect  to  telephone  rates. 
The  words  of  the  proviso  of  the  aforesaid  resolution  of 
July  16,  1918,  repeated  here  for  oonvenience; 

"  Provided  further,  that  nothing  in  this  Act  shall  be  construed  to  amend, 
repeal,  impair,  or  affect  existing  laws  or  powers  of  the  states,  in  relation 
to  taxation  or  the  lawful  police  regulations  of  the  several  states,  except 
wherein  such  laws,  powers,  or  regulations,  may  affect  the  transmission 
of  government  communiaation,  or  the  issue  of  stocks  and  bonds  by  such 
system  or  syetems." 

The  pertinent  question  in  the  construction  of  this  proviso 
is  whether  police  regulations,  reserved  to  the  states,  include 
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the  power  to  make  rates.  It  is  apparent  that  the  term 
"  police  regulations  "  is  used  ■with  the  same  meaning  as  the 
term  "  police  powers."  The  two  terms  are  generally  used 
synonymously,  and  the  identity  of  "  police  regulations  '' 
with  the  "  police  powers  "  has  been  several  times  estab- 
lished. See  the  eases  of  Chicago,  Burlington  and  Quincy 
Railway  Company  v.  Illinois,  200  U.  S.  561,  Railroad 
Company  v.  Fuller,  84  U.  S.  560,  Sligh  v.  Kirkwood,  237 
U.  S.  59. 
Puller  in  his  text  on  Interstate  Commerce,  page  17,  says: 
"  In  any  consideration  of  the  commerce  clause  of  the  Constitution  one 
of  the  most  interesting  and  yet  troublesome  quegtiona  is  that  presented 
by  the  so-called  police  powers  of  the  states  and  by  the  exercise  by  the 
different  states  of  that  anthority  which  may  be  said  to  reet  in  the  states 
sabordinat«  only  to  sneh  legidation  as  Congress  shall  at  any  time  enact 
under  its  Constitutional  anthoriEation.  Unfortunately  the  term  '  police 
power '  is  generally  loosely  and  inaccarately  used  in  confusion  with  the 
class  of  municipal  regulations.  The  word  comes  to  us  from  the  Greek 
'polls',  meaning  state  or  commonwealth,  and  if  used  in  its  derivative 
sense  conveys  the  proper  meanii^.  The  term  refers  to  the  inherent 
powers  of  sovereignty  which  belong  to  any  autonomous  state.  In  the 
*  License  Cases '  Chief  Justice  Taney  discussed  these  powers  in  the  follow- 
ing words: 

'  What  are  tbe  police  powers  of  a  state?  They  are  nothing  more  or  less 
than  tbe  powers  of  the  government  inherent  in  every  sovereignty  to  the 
extent  of  its  dominions.  And  whether  a  stat«  passes  a  quarantine  law, 
or  a  law  to  punish  offenses,  or  to  establish  courts  of  justice,  or  requiring 
certain  instruments  to  be  recorded,  or  to  regulate  commerce  within  its 
own  limits,  in  every  case  it  exercises  tbe  same  power;  that  is  to  say,  the 
power  of  sovereignty,  the  power  to  govern  men  and  things  within  the 
limits  of  its  dominions.  It  is  by  virtue  of  this  power  that  it  legislates; 
and  it«  authority  to  make  regalations  of  commerce  is  as  absolute  as  its 
power  to  pass  health  laws,  except  in  so  Car  as  it  has  been  restricted  by 
the  Constitution  of  the  United  States.' " 

Among  other  cases  which  hold  that  "  police  powers  "  or 
"  police  regulations  "  are  broad  enough  to  include,  and  do 
include,  the  making  of  rates  by  state  regulative  bodies, 
may  be  cited  the  follcwang :  Munn  v.  Illinois,  94  U.  S.  113 ; 
Hennlvgton  v.  Georgia,  W3  U.  S.  299;  Nohle  State  Bank 
V.  Haskell,  219  U.  S.  104,  109;  Minnesota  Rate  Cases,  230 
U.  S.  562;  Atlantic  Coast  Line  v.  Georgia,  234  V.  S.  294; 
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Seaboard  Air  Line  v.  Georgia,  240  U.  S.  324 ;  GermoM  Alli- 
ance Insurance  Company  v.  Lewis,  233  U.  $.  389. 

That  the  regulation  of  rates  is  an  exereiae  of  police 
power,  or  is  a  police  regulation,  is  recognized  by  Preiind 
in  his  excellent  work,  "  Police  Power."  In  Section  377. 
page  387,  of  this  book  he  refers  to  rates  of  railroads,  tele- 
graph and  telephone  companies,  etc.,  and  says: 

"  Sinc«  the  common  regulating  factor,  competition,  is  absent,  a  condition 
is  presented  which  calls  for  the  exercise  of  police  power  for  the  prevention 
of  oppreasioD." 

He  further  discusses  the  application  of  "  police  power  '* 
in  the  regulation  of  charges  for  businesses  such  as  the  tele- 
phone in  the  following  sections  of  this  book.  In  Section 
379,  page  389,  he  discusses  the  celebrated  case  of  Mumt 
V.  Illinois,  and  the  application  of  the  police  power  in  regu- 
lating cliarges  for  grain  elevators. 

There  is  no  doubt  in  the  minds  of  the  members  of  this 
Commission  but  that  when  Congress  reserved  to  the  states 
The  lawful  police  regulations  that  it  thereby  and  therein 
reserved  to  the  states  the  power  to  make  and  enforce  intra- 
state rates. 

.  Inasmuch  as  Congress  reserved  to  the  states  the  power 
to  make  and  enforce  an  intrastate  business,  the  Postmaster 
General  has  no  jurisdiction  or  authority  therein,  and  any 
order  made  or  issued  by  him  is  null  and  void  and  of  no  legal 
effect.  His  orders  therein  have  not  the  force  of  the  Post- 
master General  acting  in  the  capacity  of  Federal  Director 
of  Telephones,  but  they  are  without  legal  sanction  and  have 
in  law  no  force  or  effect.  His  orders,  in  law,  amount  to 
no  more  than  would  the  orders  of  John  Doe  or  Richard 
Boe,  when  applied  to  intrastate  rates.  His  actions,  there- 
fore, deserve  no  greater  consideration,  when  made  without 
authority  of  law,  than  would  the  orders  of  any  private 
citizen  or  any  other  usurper  of  power. 

In  a  number  of  the  other  states,  the  courts,  an  applica- 
tion of  the  Public  Utilities  Commission  and  the  Attorney 
General,  have  granted  temporary  restraining  orders  or 
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injunctions  against  the  telephone  companies  prohibiting  the 
installation  or  maintenance  of  the  charges  and  practices 
instituted  at  the  request  of  the  Postmaster  General. 

In  the  case  of  the  State  of  Ohio  v.  The  Ohio  State  Tele- 
phone Company",  No.  78917,  in  the  Court  of  Common  Pleas, 
Franklin  County,  Ohio,  Jadge  Kineaid,  in  granting  applica- 
tion for  temporary  restraining  order,  said : 

"  The  powers  of  the  government  in  such  possession  and  operation  are 
limited  to  the  necessity  of  national  security  and  defense,  and  have  not  the 
slightest  relation  to  the  attempted  unwarranted  act  of  the  Postmaster 
General  which  he  is  now  ondertaking.  The  Postmaster  General  has  such 
powers  only  as  are  expressly  and  impliedly  conferred  by  the  joint  resolu- 
tion; and  he  has  no  power  or  control  whatsoever  over  the  question  of 
changed  or  new  rates  for  service  in  private  intrastate  or  interstate  busi- 
ness of  such  companies,  snch  as  is  involved  in  the  rates  now  sought  to  be 
promulgated. 

The  operation  of  the  government  b  limited  by  joint  resolution  to  '  such 
manner  as  may  he  needful  or  desirable ',  and  '  necessary  for  the  national 
security  or  defense ',  of  the  nation.  Operation  in  such  manner  as  may  be 
considered  needful  or  de^rable  by  the  Postmaster  General  has  specific 
reference  to  war  control  for  specific  war  businesses  in  the  transmi^ion  of 
governmental  communications.  It  has  no  reference  to  such  arbitrary  and 
unauthorised  control  as  is  now  being  attempted  in  interference  with  state 
r^hts  and  state  authority. 

It  was  not  by  any  means  intended  that  the  Postmaster  General  was 
to  have  authority  to  inaugurate  new  or  changed  rates  as  those  in  question, 
which  in  no  way  affect  the  governmental  service. 

These  considerations  drawn  from  the  plain  provisions  of  the  Act  of 
Congress  not  only  show  a  want  of  power  in  the  Postmaster  General  to 
fix  rates,  as  is  here  attempted,  regardless  of  our  State  laws,  and  the  powers 
of  the  Utilities  Commission,  but  on  the  other  hand  the  Act  of  Congress 
expressly  provides  that  the  existing  state  laws  of  police  regulations  which 
remain  in  force,  shall  not  be  construed  as  amended,  repealed  or  impaired. 

The  Postmaster  General  under  the  guise  of  his  control  of  the  telephone 
^sterns  for  war  purposes  certainly  cannot  override  Sections  614-64  to 
614^7,  inclusive,  and  thereby  enable  a  public  utility  to  do  indirectly, 
under  an  alleged  war  pretext,  what  such  Public  Utility  Commission  itself 
cannot  do. 


*  See  Commission  LeaSet  No.  87,  p.  1072. 
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Certainly  the  Postmaster  QencrtU  ahoold  not  thus,  without  warrant  or 
authority  of  law,  under  the  guise  of  his  govenuuental  control,  he  the 
meauB  of  causing  such  a  public  utility  to  break  and  destroy  the  laws  of 
our  State,  thus  violating  the  plain  and  fundamental  object  and  purposes 
of  the  Act  which  authorized  him  to  assume  control. 

The  r^ulations  provided  for  in  Sections  614r-64  to  614-67,  inclusive, 
are  well  known  police  regulations  of  the  State,  and  are  in  full  force  and 
effect  and  are  matters  with  which  the  Postmaster  Qeneral,  under  the 
limited  powers  given  him  by  the  Act  of  Congress,  has  no  possible  con- 
cern. •  ••■••  The  Act  of  Congress  does  not  authorise  the 
Governmental  Custodian  for  war  purposes  to  thus  ruthlessly  override 
state  rights,  state  laws,  and  state  officials,  to  whom  is  conunitted  tiie 
powers  and  duties  relating  to  such  matters  hy  our  own  laws  and  statutes." 

The  United  States  District  Court  of  Indiana,  on  the  eigh- 
teenth day  of  January,  1919,  in  the  case  of  Public  Service 
Commission  of  Indiana  v.  American  Telephone  and  Tele- 
graph Compani),  et  ah,  granted  a  temporary  restraining 
order  on  the  ground  that  the  attempted  putting  into  effect 
of  rates  prescribed  by  the  Postmaster  General  was  an 
abuse  of  war  powers  vested  in  federal  officers. 

The  federal  courts  have  not  been  uniform  in  their  hold- 
ing that  injunction  against  a  telephone  company,  during  the 
purported  operation  by  the  Postmaster  General,  would  lie. 
Those  courts  which  have  dismissed  applications  for  injunc- 
tions have  done  so  apparently  on  the  ground  that  inasmuch 
■as  the  Postmaster  General  was  made  a  party  to  the  pro- 
ceedings, that  service  on  him  could  be  had  only  at  his  place 
of  residence.  But  the  state  courts  have  uniformly  held  that 
the  telephone  companies  have  no  right,  under  the  laws  to 
put  into  effect  rates  purported  to  be  prescribed  by  the 
Postmaster  General. 

On  February  1,  1919,  Judge  Slate  of  the  Circuit  Court 
of  Cole  County,  Missouri,  refused  to  set  aside  a  temporarj- 
injunction  granted  by  the  court  on  January  22, 1919,  enjoin- 
ing the  going  into  effect  of  toll  rates  prescribed  by  the  Post- 
master General  in  Order  No.  2495,  and  commanded  that 
the  company  observe  the  rates,  charges  and  regulations  on 
file  with  the  Commission  next  prior  to  January  21,  1919. 
Judge  Slate  held  that  the  Joint  Resolution  of  Congress 
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reserved  to  the  states  power  over  intrastate  rates,  except 
so  far  as  government  messages  are  concerned. 

The  Supreme  Court  of  South  Dakota,  on  the  twentieth 
day  of  January,  1919,  granted  a  temporary  injunction 
against  the  Dakota  Central  Telephone  [Company]  et  al., 
restraining  these  companies  from  putting  into  effect  rates 
prescribed  by  the  Postmaster  General. 

The  Chancery  Court  of  Hines  County,  Mississippi,  in  the 
case  of  State  ex  rel.  Attorney  General  and  Railroad  Com- 
mission  v.  Cumberland  Telephone  and  Telegraph  Company 
et  al.,  on  the  eighteenth  day  of  January,  1919,  granted  a 
temporary  restraining  order  against  the  putting  into  effect 
rates  purported  to  be  prescribed  by  the  Postmaster  General. 

On  the  twentieth  day  of  January,  1919,  the  District  Court 
of  Ramsey  County,  Minnesota,  in  the  ease  of  State  v.  The 
Northwestern  Telephone  Exchange  Company,  granted  a 
temporary  restraining  order  against  the  installation  of 
rates  purported  to  be  prescribed  by  the  Postmaster  General. 

The  United  States  District  Court  of  Kansas,  on  the 
twenty-seventh  day  of  January,  1919,  in  tlie  ease  of  Public 
Utility  Commission  v.  Southwestern  Bell  Telephone  Com- 
pany et  al.,  granted  a  temporary  restraining  order  against 
the  intrastate  toll  rates  authorized  by  the  Postmaster 
General  in  Order  No.  2495. 

The  Circuit  Court  of  Ingham  County,  Micliigan,  on  the 
twenty-ninth  day  of  January,  1919,  in  the  case  of  Groesheck, 
Attorney  General  v.  Michigan  State  Telephone  Company 
ft  al.,  granted  a  temporary  injunction  against  exchange 
rates  in  Detroit,  authorized  by  the  Postmaster  General. 
The  report  of  the  court's  decision  as  given  in  American 
Telephone  and  Telegraph  Company 's  Bulletin .  No.  514, 
Februan.'  10,  1919,  pages  3  and  4  is,  omitting  caption,  as 
follows : 

"  This  is  »  fuller  report  of  the  decision  reported  in  Bulletin  No.  507, 
a  copy  of  the  opinion  of  the  court  in  the  Detroit  ease  having  now  been 
received. 

The  Attorney  Qeneral,  on  behalf  of  the  State,  brought  suit  against 
Miehigaa  State  Telephone  Company  and  Qeotge  Welch,  its  general  man- 
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ager,  all^:mg  that  defendants  were  about  to  put  into  effect  increased 
rates,  tolls  and  charges  authorized  by  the  Postmaster  Oeneral,  for  the  use 
of  facilities  within  the  exchange  area  of  Detroit,  without  first  mating 
application  to,  and  without  the  assent  and  approval  of,  the  Railroad 
Commission.  An  order  to  show  cause  was  issued  and  an  answer  filed  and 
argument  of  the  parties  heard. 

Held:  1.  The  suit  being  one  to  enforce  observance  of  the  laws  of  the 
State  on  the  part  of  a  domestic  corporation  doing  business  within  the 
State  under  authority  granted  by  it,  the  injunction  should  issue  onless 
the  laws  of  the  Stat«  were  superseded  by  the  authority  of  the  Postmaster 
General  set  up  by  defendants  as  a  justification, 

2.  The  right  and  power  of  the  State  fo  regulate  intrastate  rates  of  a 
corporation  authorized  by  the  State  to  engage  in  public  ntillty  service  was 
beyond  question,  and  this  regulation,  under  the  police  power,  was  exer- 
cised not  by  sufferance  of  Congress,  but  under  power  vested  iu  the  State, 
and  which  was  still  vested  in  the  State  except  as  power  had  been  delegated 
to  the  United  States. 

3.  The  power  assumed  by  the  Postmaster  General  struck  at  the  fonnda- 
tion  of  State  government,  as  it  transferred  the  seat  of  regulation  to 
Washington,  and  left  the  State  in  the  position  of  having  granted  franchise 
rights  to  do  business  within  the  State  and  to  chaise  therefor  such  rates  as 
the  Postmaster  General  might  direct. 

4.  The  power  of  the  State  to  regulate  its  domestic  concerns,  including 
r^ulation  of  intrastate  rates,  was  absolutely  essential  to  the  preservation 
of  local  government,  and  there  should  be  no  surrender 'of  such  power  by 
a  far-fetched  construction  of  the  meaning  of  the  words  '  lawful  polite 
regulations'  as  set  forth  in  the  proviso  of  the  Joint  Resolution  of 
Congress. 

5.  As  to  the  contention  of  defendants  that  such  words  meant  no  more 
than  regulations  to  protect  the  public  health,  safety  and  welfare,  and  that 
the  Joint  Resolution  should  be  so  construed  and  should  not  be  construed 
as  extending  to  the  regulation  of  rates  for  public  utility  service  in  any 
degree.  Congress  was  not  defining  in  the  proviso  the  police  power  of  the 
states,  but  was  saving  from  the  operation  of  power  vested  in  the  Presi- 
dent by  the  Joint  Resolution  the  lawful  police  regulations  of  the  states 
relating  to  the  telephone  systems  of  the  countrj-. 

6.  The  case  did  not  turn  upon  the  question  of  whether  the  existing  police 
regulations  of  the  State  were  such,  and  such  only,  as  lay  within  the 
exclusive  power  of  the  State,  but  the  local  power  included  such  police 
regulations  as  the  State  had  power  to  enact  in  the  absence  of  legislation 
on  the  subject  by  Congress. 

7.  If  the  interstate  business,  althoi^h  but  a  small  part  of  the  business 
carried  on  by  defendant  company,  authorized  Congress  to  exercise  the 
power  of  regulation  of  rotes  for  interstate  and  intrastate  use,  the  fact 
remained  that  Congress  had  not  exercised  such  power,  and  until  it  did  so 
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the  state  r^nlatory  l&w  over  the  rates  within  the  State  was  a  lawfal  police 
regulation  and  must  be  obeyed  by  defendants. 

8.  Defendants  were  mistaken  in  insisting  that  the  suit  was  against 
agents  of  the  government  and  could  not  be  prosecuted  in  the  State  court, 
since  all  the  officers  of  the  government,  from  the  highest  to  the  lowest, 
were  creatures  of  law,  and  within  their  proper  spheres  exercised  only 
such  powers  as  were  delegated  to  them  by  law;  if  they  acted  beyond  the 
power  so  delegated  their  acts  were  void,  and  their  badge  of  official 
employment  did  not  raise  their  unauthorized  acts  beyond  inquiry  in  a 
court  having  jurisdiction  over  the  subject  matter,  and  in  which  such 
assumed  authority  was  asserted  as  a  real  authority,  and  as  a  reason  why 
the  court  should  proceed  no  further.  (Citing  Smythe  v.  Ames,  169  U.  S. 
466;  United  States  v.  Lee,  106  U.  S.  196;  School  of  Magnetic  Healing  V. 
McNvlty,  187  U.  S.  94.) 

9.  No  attempt  was  made  to  review  the  action  of  the  President  in  matters 
left  for  him  to  decide  upon  facts,  as  his  action  npon  such  matters  was 
not  open  to  judicial  review. 

10.  The  power  of  the  Railroad  Commission  under  State  laws  had  been 
left  fully  preserved  by  the  Joint  Resolution  and  the  Proclamation  of  the 
President,  and  the  action  of  the  Postmaster  General  was  an  assumption 
of  aothority  on  his  part  witliont  warrant  of  law  and,  therefore,  defendants 
had  shown  no  cause  for  not  obeying  the  State  law,  were  bound  to  obey 
snch  law,  should  be  restrained  from  doing  otherwise,  and  the  temporary 
injunction  would  issue  as  prayed  for. 

(On  January  30,  1919,  defendants  applied  to  the  Supreme  Court  of 
Michigan  for  an  order  to  show  cause  why  the  temporary  injunction  should 
not  be  vacated.    The  Supreme  Court  declined  to  issue  the  order,)" 

The  Defendant  Herein,  the  Southwestern  Bell  Tele- 
phone   Company,    Cannot    Escape   its   Liability  fob 
Fines  for  Violation  of  the  Commission's  Orders  on 
THE  Plea  that  it  is  Acting  Under  Order  of  the  Post- 
master General,  If  the  Law  Gives  the  Postmaster 
General  No  Jurisdiction  Over  Intrastate  Bates. 
The  officers  of  the  Soathwestern  Bell  Telephone  Company 
allege,  in  substance,  that  they  are  the  agents  "of  the  Post- 
master General.  Unless  the  Resolution  of  Congress  of  July 
16,  1918,  gives  the  President  of  the  United  States  power 
to  regulate  intrastate  rates,  and  unless  the  Postmaster  Gen- 
eral has,  under  this  Resolution  of  Congress,  power  to  pre- 
scribe interstate  rates,  the  order  of  the  Postmaster  General 
will  not  excuse  the  Southwestern  Bell  Telephone  Company 
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from  liability  for  fines  for  violation  of  orders  of  the  Cor- 
poration Commission,  in  putting  into  effect  rate*  in  excess 
of  those  prescribed  by  said  Commission. 
In  29  Cyc.  1441  it  is  said; 

"An  ofiBcer  •  •  •  *  ia  "  "  liable  for  every  act  in  excess  of 
jnrisdiction.  This  is  such  a  fundamental  principle  of  the  English  Lav 
that  there  are  few  cases  which  diirectly  discuss  it." 

In  the  ease  of  Little  v.  Barreme,  2  Cranch  (U.  S.)  170, 
2  L.  Ed.  243,  it  wae  held  that  an  officer  who  acted  in 
accordance  with  a  Proclamation  of  the  President  of  the 
United  States  which  was  contrary  to  law  was  liable  in 
damages  for  his  action. 

Chief  Justice  Marshall,  in  his  opinion,  2.  L.  Ed.,  246, 
says: 

"  I  confess  the  first  bios  of  m;  mind  was  very  strong  in  favor  of  the 
opinion  that  though  the  instmctions  of  the  executive  could  not  give  a 
right,  they  might  yet  excuse  from  damages.  I  was  much  inclined  to  think 
"that  a  distinction  ought  to  be  taken,  between  acts  of  civil  and  those  of 
military  officers;  and  between  proceedings  within  the  body  of  the  country 
and  those  ou  the  high  seas.  That  impticit  obedience  which  military  men 
usually  pay  to  the  orders  of  their  superiors,  which  indeed  is  indispensably 
necessary  to  every  military  system,  appeared  to  me  strongly  to  imply  the 
principle  that  those  orders,  if  not  to  perform  a  prohibited  act,  ou^t  to 
justify  the  person  whose  general  duty  it  is  to  obey  them,  and  who  is 
placed  hy  the  laws  of  his  country  in  a  situation  which  in  general  requires 
that  he  should  obey  them.  I  was  stroi^ly  inclined  to  think  that  where, 
in  consequence  of  orders  from  the  t^itimate  authority,  a  vessel  is  sazed 
with  pure  intention,  the  claim  of  the  injured  party  for  dam^es  would  be 
against  that  government  from  which  the  orders  proceeded,  and  would 
be  a  proper  subject  for  negotiation.  But  I  have  been  convinced  that  I  was 
mistaken,  and  I  have  receded  from  this  first  opinion.  I  acqoiesce  in  that 
of  my  brethren,  which  is,  that  the  instructions  cannot  change  the  nature  of 
the  transaction,  or  legalize  an  act  which,  without  those  instructions,  would 
have  been  a  plain  trespass." 

The  Postmaster  Gleneral  in  assuming  to  prescribe  intra- 
state rates,  when  acting  in  excess  of  the  anthority  con- 
iVrred  upon  him  by  law,  is  a  usurper.  His  acts  can  have  no 
greater  weight  than  those  of  any  other  individual  or  private 
citizen. 
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In  22  Ruling  Case  Law,  page  455,  'Section  114,  it  is  said : 

"  The  Supreme  CoQit  of  the  United  States  has  repeatedly  asserted  that 
all  the  offices  of  the  government,  from  the  big^iest  to  the  lowest,  &re 
creatures  of  law  and  bonnd  to  obey  it.  *  '  •  *  *  "  When  a  power 
is  conferred  by  legislative  enactment,  it  muet  be  executed  in  the  way 
directed  by  law." 

And  in  tlie  same  volimie,  pajfe  459,  Section  119,  it  is  said : 

"  Everyone  is  required  to  take  notice  of  the  extent  of  anthority  con- 
ferred by  law  on  a  person  acting  in  an  official  capacity:" 

There  is  No  Good  Reason  Why  the  States  Should  Longer 
Be  BfRDENED  With  Intebfebence  in  Purely  Intra- 
state Matters  When  the  Military  Necessity  There- 
for No  Longer  Exists. 
AVith  the  signing  of  tlie  armistice  the  war  as  an  actual 

matter  came  to  an  end.    In  his  message  to  a  joint  session 

of  Congress,  on  November  11,  1918,  the  President  used  the 

following  language; 

"  The  war  thus  comes  to  an  end ;  for,  having  accepted  these  terms  of 
armistice,  it  will  be  impossible  for  the  German  command  to  renew  it." 

The  President,  in  his  message  to  a  joint  session  of  Con- 
gress on  December  2,  1918,  said: 

"  While  the  war  lasted  [it  was  necessarj']  to  set  up  many  agencies  by 
which  to  direct  the  industries  of  the  country  in  the  services  it  was  necessarj- 
for  them  to  render,  by  which  to  make  sure  of  an  abundant  sn]>ply  of  the 
materials  needed,  by  which  to  check  undertakings  that  could  for  the  time 
be  dispensed  with  and  stimulate  those  that  were  most  serviceable  in  war, 
by  which  to  gain  for  the  purchasing  departnients  of  the  government  a 
certain  control  over  the  prices  of  essential  articles  and  materials,  by  which 
to  restrain  trade  with  alien  enemies,  make  the  most  of  the  available 
shipping,  and  systematize  financial  transactions,  both  public  and  private, 
so  that  there  would  be  no  unnecessary  conflict  or  confusion,  by  which,  in 
short,  to  put  every  material  eneigy  of  the  country  in  harness  to  draw  the 
common  load  and  make  of  us  one  team  in  the  accomplishment  of  s  great 
task.  But  the  moment  we  knew  the  armistice  to  have  been  signed  we 
took  the  harness  off." 

As  a  matter  of  eoinmon  sensp,  everybody  knows  that  there 
i?  no  military  necessity  for  tampering  with  intrastate  fele- 
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phonfe  rates  in  Oklahoma  by  the  Federal  Government.  This 
State  had  its  lesson  in  long  distance  government  during 
territorial  days ;  and  now,  when  all  pretext  for  interference 
from  without  in  matters  reserved  to  the  governing  bodies 
of  this  State  has  been  dispersed,  by  the  winning  of  the  war, 
we  see  no  reason  for  longer  submitting  to  the  usurpation  of 
powers  properly  reserved  to  the  states. 

We  willingly  gave  of  the  best  that  we  had  and  tempo- 
rarily merged  the  provisions  inherent  to  a  free  and  sov- 
reign  people  in  the  great  cause  of  crushing  autocracy  and  in 
establishing  democracy  throughout  the  world.  But  now 
that  the  war,  in  an  actual  sense,  is  over,  we  must  insist  that 
the  principles  of  liberty  and  democracy  shall  be  reestab- 
lished within  the  states.  And,  as  for  us,  we  propose  to  use 
every  means  given  us  by  the  law  to  exercise  full  control  over 
those  matters  of  intrastate  concern  given  into  our  hands 
by  the  Federal  and  State  Governments  and  to  resist  to  the 
utmost  further  usurpation  of  power  at  the  hands  of  federal 
agencies.  We  propose  that  in  so  far  as  we  are  able  to 
establish  it,  that  the  principle  of  liberty  under  the  law  shall 
govern  in  those  matters  over  which  we  have  been  given 
jurisdiction  and  control  by  the  Constitution  and  lawB  of 
this  State.  The  Joint  Resolution  of  Congress  of  July  16, 
1918,  did  not  give  to  the  Postmaster  General  the  power  to 
regulate  intrastate  telephone  rates,  but  distinctly  reserved 
that  power  to  the  states. 

Specific  Finding  of  Facts  and  Conclusions  of  Law. 

The  Commission  having  reviewed  the  testimony  herein, 
makes  the  following  specific  findings  of  fact  and  conclusions 
of  law: 

1.  The  Southwestern  Bell  Telephone  Company,  a  corporation  doing  * 
transmission  business  by  telephone  for  hire  in  the  State  of  Oklahoma, 
did  on  the  twenty-first  day  of  January,  1919,  put  into  eflect  rates,  charges 
and  practices  greater  and  different  from  rates,  chat^;es  and  practices  pre- 
scribed by  the  Corporation  Commission  and  did  charge  a  greater  and 
different  rate  for  service,  or  similar  service,  in  effect  prior  to  that  dale, 
without  first  having  made  application  to  the  Corporation  Commission 
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therefor  and  without  haviug  secured  the  approval  of  this  CDmnuBgion 
therefor. 

2.  The  Sonthwcstern  Bell  Telephone  Company  did  on  the  twenty-first 
day  of  Janoary,  1919,  and  on  each  sncceeding  day  thereafter,  up  to  and 
indndii^  the  eleventh  day  of  February,  1919,  charge  a.  greater  aad  differ- 
ent rate  for  service,  or  similaT  service,  in  effect  prior  to  that  time,  without 
flist  having  made  application  to  the  Corporation  Commission  therefor 
and  witliout  having  submitted  to  the  Commission  a  schedule  of  the  pro- 
posed change  and  without  having  secured  the  approval  of  the  Corporation 
Commission  therefor. 

3.  The  Southwestern  Bell  Telephone  Company  did  on  the  twenty-first 
day  of  January,  1919,  and  each  and  every  succeeding  day  thereafter,  up 
to  and  including  the  eleventh  day  of  February,  1919,  violate  Order  No. 
101*  of  the  Corporation  Commission  by  charging  a  greater  and  different 
rate  for  service,  or  similar  service,  in  effect  prior  to  the  said  twenty-first 
day  of  January,  1919,  without  having  first  made  application  to  the  Cor- 
poration Commission  therefor  and  without  having  submitted  to  the  Cor- 
poration Commission  a  schedule  of  the  proposed  changes  and  without 
having  secured  the  approval  of  the  Corporation  Commission  therefor. 

4.  The  Southwestern  Bell  Telephone  Company  did,  on  the  twenty-first 
day  of  January,  1919,  install  and  put  into  effect  what  is  known  as  a 
"  Report  Chaise,"  which  chaise  constitutes  a  different  rate  for  service, 
or  similar  service,  than  that  in  effect  prior  to  said  January  21,  1919, 
without  having  first  made  application  to  the  Corporation  Coramission 
therefor  and  without  submitting  this  proposed  change  to  the  Corporation 
Commission  and  without  having  secured  the  approval  of  the  Corporation 
Commission  therefor,  and  the  Southwestern  Bell  Telephone  Company  did, 
on  each  succeeding  day  after  the  said  twenty-first  day  of  Januarj",  1919,  up 
to  and  including  the  eleventh  day  of  February,  1919,  make  and  eoUect  the 
said  "  Report  Charge "  and  did  thereby  on  the  said  twenty-first  day  of 
January,  1919,  and  each  succeeding  day  thereafter  up  to  and  including 
the  eleventh  day  of  February,  1919,  thereby  violate  Order  No.  101*  of 
the  Corporation  Commission. 

5.  The  Southwestern  Bell  Telephone  Company  did,  on  the  twenty-firsl 
day  of  January,  1919,  install  what  is  known  as  a  "  Station- to-Station  " 
service,  and  provide  a  rate,  or  chai^,  therefor,  which  rate,  or  charge,  and 
which  "  Station-to- Station  "  service  and  the  charge  therefor,  constitute  a 
greater  and  different  rate  for  service,  than  the  rate  for  service  in  effect 
prior  to  January  21,  1919,  and  without  first  having  made  application  to 
the  Corporation  Commission  therefor,  and  without  submitting  to  the 
Commission  a  schedule  of  the  proposed  change  and  without  having 
secured  the  approval  of  the  Corporation  Commission  therefor;  and  the 
Southwestern  Bell  Telephone  Company  did  on  each  day  succeeding  the 
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tweaty-first  day  of  Jsnnary,  1919,  np  to  and  including  the  eleventh  day 
of  Febrnary,  1919,  thereby  violating  Order  No.  101*  of  the  Corporation 
Commission. 

6.  The  Sonthwestem  Bell  Telephone  Company  did,  on  the  twenty-first 
day  of  January,  1919,  provide  that  on  "  Station-to-Station  "  calls  the  charge 

cannot  be  reversed,  thereby  creating  a  different  rate  for  service,  or  siniilar 
service,  in  effect  prior  to  the  said  twenty-first  day  of  January,  1919, 
without  first  having  made  application  to  the  Commission  therefor  and 
without  submitting  to  the  Commission  a  schedule  of  the  prot>osed  change 
and  without  having  secured  the  approval  of  the  Commission  therefor; 
and  the  said  Southwestern  Bell  Telephone  Company  did  on  the  twenty- 
first  day  of  January,  1919,  and  on  each  day  succeedii^  the  twenty-first 
day  of  January,  1919,  np-  to  and  including  the  elevMith  day  of  Feb- 
rnary, 1919,  in  the  manner  aforesaid  violate  Order  No.  101*  of  the  Cor- 
poration Commission. 

7.  The  Southwestern  Bell  Telephone  Company  did,  on  the  twenty-fixst 
day  of  January,  1919,  install  and  put  in  effect  separate  rates  for  what 
is  known  as  "  Person-to-Person  "  and  "  Station-to- Station  "  service,  which 
rates,  or  charges,  constitute  different  rates  for  service,  or  similar  service, 
in  effect  prior  to  said  twenty-first  day  of  January,  1919,  without  first 
having  made  application  to  the  Corporation  Commission  therefor,  and 
without  submitting  to  the  Commission  a  schedule  of  the  proposed  ohai^ 
and  without  having  secured  the  approval  of  the  Commisaion  therefor; 
and  the  sud  Southwestern  Bell  Tdephone  Company  did  thereby,  (m  the 
twenty-flrst  day  of  January,  1919,  violate  Order  No.  101,"  of  the  Cor- 
poration Commission;  and  the  said  Southwestern  Bell  Telephone  Com- 
pany in  the  manner  aforesaid  did,  on  each  day  succeeding  the  twenty- 
flrst  day  of  January,  1919,  and  up  to  and  including  the  eleventh  day  of 
February,  1919,  violate  said  Order  No.  101  •  of  the  Corporation  Commis- 
sion, in  the  manner  aforesaid. 

8.  The  Southwestern  Bell  Telephone  Company  did,  on  the  twenty-first 
day  of  January,  1919,  put  into  effect,  for  distances  lees  than  twdve  miles 
and  for  calls  the  rates  of  which  are  less  than  15  cents,  what  is  known  as  a 
"  Station-to-Station  "  service,  and  made  s«d  service  exclusive,  and  thereby 
deprived  patrons  of  the  Southwestern  Bell  Telephone  Company  and 
citizens  of  the  State  of  Oklahoma  from  securing  what  is  known  as  "  Person- 
to-Person  "  service,  which  arrangement  and  practice  makes  it  impossible 
for  an  individual  to  call  from  any  particular  station  or  town  to  an  indi- 
vidual by  name  iu  another  town  or  at  another  station. 

The  Commission  further  finds  that  this  practice  c<Mistitutes  a  different 
rate  for  service,  or  similar  service,  in  effect  prior  to  the  said  twenty-first 
day  ef  January,  1919,  and  that  said  rate  was  installed  without  first 
having  made  application  to  the  Corpoiatim  Commission  therefor,  and 
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without  sabmittitig  to  the  ComnuBsioii  &  schedule  of  the  proposed  ch&i^e 
and  without  having  secured  the  approval  of  the  Commission  therefor, 
and  in  violation  of  Order  No.  101,*  of  the  Corporation  Commission. 

9.  The  Commission  finds  that  on  the  aforesaid  "  Station- to-Station  " 
service  for  ^ort  hauls,  or  hauls  where  the  distance  is  leae  that  12 
miles  and  where  the  rate  is  less  than  15  cents,  that  messenger  service  is 
not  furnished  and  that  this  arrangement  constitutes  a  different  rate  for 
serviee,  or  similar  service,  in  effect  prior  to  the  said  twenty-first  day  of 
January,  1919,  and  that  this  rate  was  put  into  effect  without  having  made 
application  to  the  Corporation  Commission  therefor  and  without  sub- 
mitting to  the  Commission  a  schedule  of  the  proposed  change  and  without 
having  secured  the  approval  of  the  Commission  therefor;  that  the  installa- 
tion of  this  rate  as  aforesaid  constitutes  a  violation  of  Commission's  Order 
No.  101,*  and  that  said  order  has  been  violated  in  the  manner 'aforesaid 
on  the  twenty-first  day  of  January,  1919,  and  on  each  day  thereafter  up 
to  and  including  the  eleventh  day  of  February,  1919. 

10.  The  Southwestern  Bell  Telephone  Company  did,  on  the  twenty- 
first  day  of  January,  1919,  without  first  having  made  application  to  the 
Corporation  Commission  therefor,  install  a  different  rate  for  toll  serviee 
on  lines  less  than  12  miles  in  length  than  the  rate  in  effect  prior  to  the 
said  twenty-first  day  of  January,  1919,  and  without  submitting  to  the 
Commission  a  schedule  of  the  proposed  change  and  without  having 
secured  the  approval  of  the  Commission  therefor;  and  the  said  South- 
western Bell  Telephone  Company  did  thereby  violate  Order  No.  101* 
of  the  Corporation  Commission  and  by  keeping  said  rate  in  effect  since 
the  said  twenty-first  day  of  January,  1919,  has  thereby  violated  Order 
No.  101*  of  the  Corporation  Commission  on  each  day. succeeding  the  said 
twenty-first  day  of  Jannarj',  1919,  up  to  and  including  the  eleventh  day 
of  February,  1919. 

11.  The  Commission  further  finds  that  the  ratps,  charges  and  practices 
installed  by  the  Southwestern  Bell  Telephone  Company  on  the  twenty- 
first  day  of  January,  1919,  without  the  approval  or  consent  of  the  Com- 
mission and  kept  in  effect  since  said  date,  arc  revolutionary  and  tend  to 
disturb  business  conditions  for  the  reason  that  the  new  system  is  complex, 
cannot  be  understood  by  either  patrons  of  the  telephone  company  or  the 
operators,  and  is  contrary  to  business  customs  and  methods  and  to  the 
ordinary  metlwd  and  means  of  communication;  for  the  reason  that  the 
new  rates  are  higher  and  different  from  those  in  effect  prior  to  the  said 
January  21,  1919,  and  for  the  reason  that  the  rates  and  practices  installed 
on  the  said  twentj--first  day  of  Januao'i  1919,  and  since  kept  in  effect, 
constitute  a  denial  of  service  to  a  large  percentage  of  the  patrons  of  the 
State  of  Oklahoma. 
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12.  The  CommiBsion  further  finds  that  the  commission  allowed  on  tolls 
to  small  exchanges  of  other  companies  hy  the  Soathwestem  Bell  Tele- 
phone Company  is  too  small  to  pay  the  cost  of  handling  the  business  and 
is  ille^lly  discriminatory  against  such  companies. 

13.  The  Commission  further  finds  that  although  the  Sonthweetem  Bdl 
Telephone  Company  pretends  to  make  reduction  in  rates  by  offering  lower 
charges  for  night  service,  that  this  arrangement  is  more  fanciful  than  real, 
affords  little,  if  any,  benefit  to  the  telephone  user,  is  not  practical  as  a 
business  proposition,  and  cannot  receive  serions  consideration  in  deter- 
mining telephone  rates  generally. 

14.  The  Commission  further  finds  that  the  rates,  charges  and  practices 
installed  by  the  Southwestern  Bell  Telephone  Company  on  the  said 
twenty-first  day  of  January,  1919,  without  the  approval  or  consent  of  the 
Corpora'tion  Commission,  were  installed  without  lawful  excuse  and  in 
violation  of  the  laws  of  the  State  of  Oklahoma  and  the  orders  of  the 
Corporation  Commission. 

15.  The  Commission  further  finds,  as  a  matter  of  law,  that  the  Joint 
Resolution  of  Congress  of  the  sixteenth  day  of  July,  1918,  reserved  to  the 
Bt^«s  the  power  to  prescribe  and  enforce  intrastate  rates. 

16.  The  Commission  further  finds,  as  a  matter  of  law,  that  there  b 
reserved  to  the  states  the  power  to  control  intrastate  rates. 

17.  The  Commiasion  further  finds  that  tho  rates,  charges  and  practices 
heretofore  installed  by  the  said  Southwestern  Bell  Telephone  Company 
on  the  twenty-first  day  of  January,  1919,  and  kept  in  effect  since  said 
date  are  unreasonable,  objectionable,  discriminatory,  excessive,  unwar- 
ranted, and  illegal. 

18.  The  Commission  further  finds,  as  a  matter  of  fact,  that  all  arts 
specified  herein  and  all  the  instances  found  by  the  Commission  to  CMisti- 
tnte  a  violation  of  Order  No.  101*  were  concerned  with  intrastate  toll  or 
service  rates,  and  the  Commission  states  as  a  fact  that  it  has  made  no 
finding  as  to  intrastate  rates  and  has  not  herein  concerned  itself  with  the 
subject  of  interstate  rates,  and  that  the  findings  and  order  to  he  made 
herein  do  not  and  shall  not  in  any  way  affect  interstate  rates. 

19.  The  Commission  further  finds  that  the  defendant  herein,  Sonth- 
westem  Bel!  Telephone  Company,  should  be  adjudged  guilty  of  violation 
of  Commission's  Order  No.  101,*  on  the  said  twenty-first  day  of  January, 
1919,  and  that  tine  in  the  sum  of  $500  should  be  assessed  therefor.t 

41.  The  Commission  further  finds  that  on  each  and  every  day's  con- 
tinuance of  the  rates,  charges  and  practices  heretofore  installed  on  the 
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twenty-first  day  of  Januaiy,  1019,  and  hereinbefoi^  specified  in  the  find- 
ings herain,  from  and  after  the  eleventh  day  of  February,  1919,  shall 
constitute  a  separate  violation  of  Commission 's  Order  No,  101  ',  and  shall 
constitute  a  separate  ofEence  and  that  Rne  in  the  sum  of  $500  per  day  for 
each  succeeding  day's  violation  of  Order  No.  101,*  after  the  said  eleventh 
day  of  Febmary,  1919,  should  be  assessed. 

42.  The  Commission  further  finds  that,  whereas,  counsel  for  the  said 
Sonthweetem  Bell  Telephone  Company  did  at  the  hearing  and  trial  on 
the  said  eleventh  day  of  February-,  1919,  give  notice  of  appeal  and  the 
superseding  of  fines  to  be  assessed  on  adjudging  the  said  Southwestern 
Bell  Telephone  Company  guilty  of  violation  of  Commission's  Order  No, 
101,"  and'  that,  whereas,  the  method  now  provided  by  law,  to-wit :  the 
assessment  of  fines  against  the  said  Southwestern  Bell  Telephone  Com- 
pany is  not  effective  in  securing  one  of  the  primary  objects  sought,  vii., 
the  elimination  of  the  unreasonable,  objectionable,  unfair,  discriminatory, 
excessive,  unwarranted,  and  illegal  rates,  chaises  and  practices  put  into 
effect  by  the  said  Southwestern  Bell  Telephone  Company  on  the  said 
twenty-first  day  of  January,  1919,  and  kept  in  effect  since  said  date; 
and,  whereas,  the  method  of  fines  is  the  only  method  provided  for  the 
Corporation  Commission  for  the  enforcement  of  its  orders;  and  whereas, 
the  laws  of  the  State  of  Oklahoma  provide  that  injunction  will  lie  when 
the  remedy  at  law  is  inadequate;  that  the  Attorney  General,  as  the  legal 
representative  of  the  State,  should,  on  behalf  of  the  State,  bring  an  action 
of  injunction  in  a  court  of  competent  jurisdiction  to  restrain  and  enjoin 
the  enforcement  of  the  aforesaid  rates,  charges  and  practices  installed 
by  the  Southwestern  Bell  Telephone  Company  on  the  said  twenty-firat  day 
of  January,  1919,  and  kept  in  effect  since  said  date. 

Order. 

Wherefore,  premises  considered,  and  the  Commission 
being  advised,  it  is,  therefore,  ordered,  That  the  defendant 
lierein,  the  Southwestern  Bell  Telephone  Company,  is 
hereby  held  and  adjudged  guilty  of  violation  of  Order  No. 
101*  of  the  Corporation  Commission,  on  the  twenty-first 
day  of  January,  1919,  and  is  fined  therefor  the  sum  of  $500 
and  all  costs  of  this  proceeding-t 

It  is  further  ordered,  That  the  defendant,  the  Soath- 
western  Bell  Telephone  Company,  shall  be,  and  is  hereby, 
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adjudged  guilty  of  the  violation  of  Commission's  Order 
No.  101*  for  each  and  every  day  succeeding  the  said 
eleventh  day  of  February,  1919,  wherein  the  rates,  charges 
and  practices  lieretofore  installe<i  and  put  in  effect  by  the 
defendant,  without  application  to  the  Commission  or  per- 
mission of  the  Commission  1:herefor,  or  any  of  such  rates, 
charges  and  practices,  shall  be  kept  in  effect;  and  fine  in 
the  sum  of  $500  for  each  succeeding  day  after  the  said 
eleventh  day  of  February,  1919,  is  hereby  assessed  therefor 
for  each  and  every  day  so  long  as  the  aforesaid  defendant, 
the  said  Southwestern  Bell  Telejihone  Company,  shall  con- 
tinue to  make  effective  and  enforce  the  aforesaid  rates, 
charges  and  practices. 

It  is  further  ordered,  That  the  defendant  herein,  the 
Southwestern  Bell  T(;lephone  Company,  shall  forthwitli 
cease  and  desist  from  enforcing  the  rates,  charges  and  prac- 
tices heretofore  installed  on  the  said  twenty-first  day  of 
January-,  1919,  and  kept  in  effect  since  said  date;  and  that 
said  Southwestern  Bell  Telephone .  Company  shall  be 
restrained  from  continuing  to  enforce  and  keep  in  effect  the 
aforesaid  rates  and  practices;  and  that  fine  in  the  sum  of 
$500  per  day,  as  heretofore  assessed,  shall  cease  from  and 
after  the  date  when  the  defendant  shall  desist  from  and 
cease  enforcing  the  aforesaid  rates,  charges  and  practices : 
and  that  upon  eompliance  forthwith  with  this  order 
restraining  the  said  defendant,  the  Southwestern  Bell  Tele- 
phone Company,  from  enforcing  the  aforesaid  rates, 
charges  and  practices  and  the  reinstatement  of  the  rates 
prescribed  by  the  Commission  for  toll,  or  long  distance  busi- 
ness, the  said  Southwestern  Bejl  Telephone  Company  may 
make  application  to  the  Corporation  Commission  for  the 
remission  of  the  fines  aforesaid,  except  for  the  fine  of  ^00 
and  the  costs  assessed,  for  the  said  twenty-first  day  of 
January,  1919;  but  said  application  for  remission  of  fines 
shall  be  contingent  upon  compliance  with  the  restraining 
order  herein,  forthwith. 
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/(  is  further  ordered,  That  nothing  in  this  order  or  the 
enforcement  thereof  shall  interfere  in  any  way  with 

"  the  transmission  of  government  conununicationB,  or  the  issue  of  stocks 
and  bonds  by  such  system  or  systems"  (Proviso  Joint  Resolution  of 
Congress  of  July  16,  1918). 

In  witness  whereof,  we  have  hereunto  set  our  hands  and 
cAused  to  be  affixed  the  Seal  of  the  Corporation  Conunis- 
sion  of  Oklahoma  on  this  nineteenth  day  of  February,  1919. 
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SOUTH  CAROLINA. 
The  Railroad  ConmuBsion. 

In  re  Application  of  Southern  Bell  Telephone  and  Tele- 

GHAPH  Company  for  Authority  to  Increase  Rates. 

Decided  January  3,  1919. 

Oonmission  Declined  to  Go  into  Hatter  of  Increue  in  Bates,  Sinco 

pTopertles  ware  being  Opented  by  Federal  Qovemment  and 

FoBtmaatcr   General   Claimed   Power  to   Beriee   and 

Hake  Bates. 

Ruling. 

With  reference  to  petition  of  the  Southern  Bell  Tele- 
phone and  Telegraph  Company,  filed  in  this  ofifiee  Septem- 
ber 17,  1918,  for  a  revision  of  and  increase  in  certain  local 
exchange  and  toll  rates  in  South  Carolina : 

In  view  of  the  fact  that  your  properties  are  now  in 
possession  of,  and  being  operated  by,  the  Federal  Govern- 
ment, and  that  in  such  capacity  your  company  has  no  inter- 
est during  government  control  in  the  financial  results 
under  such  operation,  the  Postmaster  General  claiming 
to  have  the  power  to  revise  and  make  rates,  schedules,  etc., 
and  as  this  state  of  affairs  is  in  existence  at  this  time,  this 
Commission  does  not  deem  it  encumbemt  upon  them  to 
go  into  this  matter  now,  and  having  reached  this  conclusion 
we  hereby  dismiss  the  petition  above  referred  to. 

January  3, 1919.' 


■  Letter  of  Frank  W.  Shcaly,  acting  ehairmRU  of  Soath  Carolina  Rail- 
road Commission,  to  J.  Epps  Brown,  first  vice  president  of  Southern 
Bell  Telephone  and  Tele^aph  Company,  dated  January  3,  1919. 
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SOUTH  DAKOTA. 

Bou^  of  Bailroad  CommiBsioners. 

Robert   Jordon    v.   Peopi.es    Telephone    and    Telegraph 
Company. 


Decided  February  26,  1919. 

Be-eBtablishmest  of  Fhsrsical  Connection  between  Bnral  Companr  and 
Ezchiuige  Oompanf  Ordered  —  Oontract  OoTering  Said  Con- 
nection  Ordered   Executed  —  Bnr&l   Company   to  be 
Besponsiblo  to   £zcliange   Company  for  AH 
Switching  Fees  and  Toll  Charges  In- 
cnxred  by  ita  Subacribeis. 

Complainant  alleged  that  the  defendant,  which  performed  switching 
service  for  several  rural  telephone  companies  from  its  exchange  at  Ard- 
more,  had,  subsequent  to  a  disagreenient  between  it  and  certain  sub- 
scribers of  the  Upper  Indian  Creek  Telephone  Company  over  the  amount 
due  for  toll  service  and  the  refusal  of  said  subscribers  to  pay  the  bills 
rendered  thera  by  the  defendant,  refused  service  to  the  entire  Upper 
Indian  Creek  Telephone  Company's  line  and  contended  that  tliat  com- 
pany should  become  responsible  for  all  bills  accruing  against  its  indi- 
vidual members.  At  tlie  time  of  the  hearing  an  agreement  had  been 
reached,  whereby  the  Upper  Indian  Creek  company  had  agreed  to  collect 
the  charges  from  its  members  and  to  make  remittance  to  the  defendants, 
and  a  contract  covering  such  agreement  had  been  drawn  ap  bnt  not 
executed,  bnt  nevertheless,  service  had  been  restored  to  the  complainant 
company. 

Held:  That  public  convenience  and  necessity  required  the  maintenance 
of  a  physical  connection  between  the  lines  of  the  Upper  Indian  Creek 
Telephone  Company'  and  the  lines  or  switchboard  of  the  defendant,  and 
the'  existing  connection  should  bp  continued  until  further  order  of  the 
Commission  in  the  premises; 

That  the  /xirapanies  should  immediately  execute  a  switching  contract 
covering  this  connection,  said  contract  to  provide  that  the  Upper  Indian 
Creek  company  should  pay  not  to  ext-eed  25  cents  per  month  or  $3.00 
per  year,  per  telephone,  for  such  service; 

That  the  company  receiving  switching  and  toll  service  should  be 
responsible  for  and  make  collection  from  ita  individual  snhscribers  for 
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all  proper  bills  rendered,  and  should  make  neceaary  remittances  to  the 
company  performing  the  service; 

That  the  Upper  Indian  Creek  Telephone  Company  shonld  fix  and 
establish  a  schedule  of  telephone  rates  and  file  a  copy  thereof  with  the 
Commission  within  thirty  days  from  the  date  of  this  order,  and  should 
reorganize  its  affairs  and  acquire  telephone  instruments,  branch  lines  and 
drop  wires  owned  by  the  individual  subscribers; 

That  if  any  subscriber  of  the  Upper  Indian  Creek  Telephone  Company 
should  refuse  to  pay  proper  bills  when  such  bills  are  due,  he  might  be- 
denied  service  over  the  lines  of  which  he  is  a  member  and  his  telephone 
or  drop  line  might  be  disconnected,  for  the  question  of  the  right  of  a 
telephone  company  to  discontinue  service  where  a  subscriber  fails  or 
refuses  to  pay  promptly  and  in  accordance  with  reasonable  rules,  all 
proper  rentals  and  charges,  is  well  settled ; 

"  That  it  was  not  necessary,  as  requested,  that  a  duplicate  set  of  records 
be  kept  at  Ardmore,  since  full  records  wer^  kept  at  the  general  office  at 
Hot  Springs;  however,  in  connection  with  the  bills  to  the  Upper  Indian 
Creek  Telephone  Company  the  defendant  should  render  a  detailed  state- 
ment showing  the  date,  for  whom  the  services  were  performed  and  the 
amount  of  the  charge,  at  a  sufficient  time  before  payment  was  due  to 
allow  the  Upper  Indian  Creek  company  to  check  up  the  said  chaises. 

Report. 
This  case  cairie  on  for  hearing  upon  complaint  of  Mr. 
Robert  Jordon,  a  subscriber  of  the  Upper  Indian  Creek 
'J>lephone  Company,  regarding  service  rendered  and 
method  of  making  collection  on  toll  messages  by  the 
Peoples  Telephone  and  Telegraph  Company  at  its  exchange 
at  Ardmore.  The  Peoples  Telephone  and  Telegraph  Com- 
pany, a  corporation,  has  its  general  office  at  Hot  Springs 
and  owns  toll  lines  serving  considerable  territory  iu  the 
southern  Black  Hills  district,  also  a  number  of  exchanges, 
one  of  which  is  located  at  Ardmore.  It  performs  switching 
service  for  several  rural  telephone  companies.  One  of  the 
companies  for  which  service  is  performed  is  the  upper 
Indian  Creek  Telephone  Company,  which  is  connected  with 
the  Ardmore  exchange.  The  Upper  Indian  Creek  Tele- 
phone Company  is  a  nmtual  company,  having  14  subscrib- 
ers, 7  of  whom  are  in  South  Dakota,  and  the  remainder  in 
Nebraska  and  Wyoming.  Switching  service  is  rendered 
the  Upper  Indian  Creek  Telephone  Company  on  a  flat  rate 
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of  25  cents  per  month,  per  telephone,  and  any  charges  for 
loU  service  are  in  addition  ttiereto. 

It  appears  from  the  record  that  it  has  been  customary 
for  subscribers  of  the  Upper  Indian  Creek  Telephone  Com- 
pany to  individually  pay  their  switching  and  toll  charges 
directly  to  the  Peoples  Telephone  and  Telegraph  Company 
and  that  they  had  no  arrangements  for  making  collections 
of  such  charges  from  subscribers  and  no  agreement  whereby 
the  company  was  made  responsible  for  charges  against  its 
individual  members.  A  disagreement  arose  between  cer- 
tain subscribers  of  the  Upper  Indian  Creek  Telephone  Com- 
pany and  the  Peoples  Telephone  and  Telegraph  Company 
over  the  amount  due  for  toll  service  and  the  subscribers 
refused  to  pay  the  bills  rendered  them.  The  exchange 
company  then  refused  service  to  the  entire  Upper  Indian 
Creek  Telephone  Company's  line  and  contpuded  that  the 
company  switched  should  become  responsible  for  all  bills 
accruing  against  its  individual  members.  At  the  time  of 
the  hearing  an  agreement  had  been  reached  whereby  the 
Upper  Indian  Creek  Telephone  Company  had  agreed  to 
collect  the  charges  from  its  members  and  to  make  remit- 
tance to  the  Peoples  Telephone  and  Telegraph  Company, 
and  a  contract  covering  such  agreement  had  been  drawn 
but  not  executed,  and  service  had  been  restored  to  the  com- 
plaining company.  Further  complaint  was  made  that  no 
hooks  nor  records  of  charges  were  kept  by  the  Peoples 
Telephone  and  Telegraph  Company  at  the  Ardmore 
exchange  and  that  the  only  available  records  were  at  the 
general  office  in  Hot  Springs.  It  was  sugge^ed  that  a  set 
of  books  or  record  of  charges  should  be  kept  at  the  Ard- 
more office  so  that  in  ease  of  disagreement  in  regard  to 
bills,  the  accounts  could  be  checked. 

From  the  evidence  in  the  record  it  appears  and  we  so 
find  that  public  convenience  and  necessity  require  the 
maintenance  of  a  physical  connection  between  the  lines  of 
the  Upper  Indian  Creek  Telephone  Company  and  the  lines 
or  switchboard  of  the  Peoples  Telephone  and  Telegrapli 
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Company  at  Ardmore.  The  customary  method  of  making 
collection  and  payments  in  cases  o£  this  kind,  which 
we  approve,  is  for  the  comimny  receiving  switching  and 
toll  service  to  be  responsible  for  and  make  collection  from 
its  individual  Bubscribers  for  all  proper  bills  rendered  and 
make  necessary  remittances  to  the  company  performing 
the  service.  This  practice  should  be  adhered  to  in  the 
instant  case  and  if  such  payments  are  properly  made, 
switching  and  toll  service  should  not  be  denied.  If  any 
subscriber  of  the  Upper  Indian  Creek  Telephone  Company 
refuses  to  pay  proper  bills  when  such  bills  are  due,  he  may 
be  denied  service  over  the  lines  of  the  company  of  which  he 
is  a  member  and  his  telephone  or  drop  line  may  be 
disconnected. 

The  question  of  the  right  of  a  telephone  company  to  dis- 
continue service  where  a  subscriber  fails  or  refuses  to  pay 
promptly  and  in  accordance  with  reasonable  rules,  all 
proper  rentals  and  charges,  is  well  settled.  In  the  cetst  of 
the  Southwestern  Telegraph  and  Telephone  Company  v. 
Adelia  P.  Danaher,  238  U.  S.  4«2;  35  Sup.  Ct.  Rep.  886,  the 
Supreme  Court  of  the  United  States  held  that  such  a  rule 
was  not  unreasonable  when  enforced  without  discrimina- 
tion. Charges  for  toll  calls  originating  at  Ardmore  are 
made  on  tickets  which  are  forwarded  by  the  operator  to  the 
general  office  at  Hot  iSprings,  where  they  are  entered  in  the 
books  of  the  company.  It  does  not  api>ear  necessary  that 
a  duplicate  set  of  records  be  kept  at  the  originating  office. 
The  Peoples  Telephone  and  Telegraph  Company  should, 
however,  in  connection  with  their  bill  to  the  Upper  Indian 
Creek  Telephone  Company,  render  a  detailed  statement 
showing  the  date,  for  whom  the  service  was  performed  and 
the  amount  of  the  charge  at  a  sufficient  time  before  pay- 
ment is  due,  to  allow  them  to  be  checked  by  the  officers  of 
the  company  against  which  they  are  rendered.  A  copy  of 
such  bills  should  be  furnished  the  operator  at  Ardmore,  who 
should  be  allowed  to  accept  payment  and  receipt  therefor, 
if  it  is  so  desired  by  the  Upper  Indian  Creek  Telephone 
Company.     The  contract  previously  mentioned  should  be 
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executed  without  delay  and  a  copy  thereof  filed  with  this 
Commission  as  required  by  law.  The  record  shows  that 
the  Upper  Indian  Creek  Telephoaie  Company  has  failed  io 
establish  rental  rates  and  file  a  schedule  thereof  with  this 
Commission  as  is  required  in  Section  No.  9794  of  tiie 
Revised  Code  of  1919.  It  is  also  shown  of  record  that  the 
telephone  instruments,  branch  lines  and  drop  wires  are 
owned  by  and  are  the  property  of  its  individual  subscribers 
and  that  such  equipment  is  not  maintained  by  the  company. 
This  practice  is  prohibited  under  the  rules  and  regulations 
in  effect  in  this  State.  Under  the  law  as  it  now  exists,  a 
telephone  company  operating  in  this  State  can  be  com- 
pelled to  provide  the  equipment  and  furnish  service  to 
anyone  desiring  such  service  who  may  reside  in  the  terri- 
tory served  by  the  company,  and  the  company  is  prohibited 
from  making  the  purchase  of  stock  in  the  company  or  the 
furnishing  of  any  of  the  equipment,  a  condition  precedent 
to  the  securing  of  telephone  service.  In  view  of  the  fore- 
going, it  will  readily  be  seen  that  the  company,  in  so  far 
as  its  South  Dakota  business  is  concerned,  should  not  only, 
in  order  to  comply  with  the  law,  but  also  to  protect  itself, 
establish  a  schedule  of  rental  rates,  file  a  copy  thereof  with 
this  Commission,  and  reorganize  and  readjust  its  affairs  by 
securing  ownership  and  control  of  all  lines  and  equipment 
now  owned  and  controUed  by  its  individual  subscribers. 

As  conclusions  of  law  from  the  foregoing  facts,  the  Board 
now  finds  and  decides  that  an  order  sliould  be  entered  in 
this  proceeding  requiring  and  commanding  the  Peoples 
Telephone  and  Telegraph  Company  and  tlie  Upper  Indian 
Creek  Telephone  Company  to  continue  the  connection  of 
the  line  of  the  latter  company,  with  the  line  or  switchboard 
of  the  former  company  at  Ardmore,  until  the  further  order 
of  this  Commission  in  the  premises ;  that  a  contract  should 
be  executed  without  delay  ujwn  a  switching  basis  of  not  to 
exceed  25  cents  per  month  or  $3.00  per  year,  per  telephone : 
the  Upper  Indian  Creek  Telephone  Company  to  collect 
from  its  subscribers,  and  be  responsible  for  and  pay  to  the 
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exchange  company,  all  switching  fees  and  toll  charges  that 
may  properly  and  l^^Uy  accrue  against  its  subscribers. 

Let  an  order  be  entered  accordingly. 

Done  in  regular  session  at  the  city  of  Pierre,  the  Capital, 
on  this  twenty-sixth  day  of  February,  1919. 

Order. 

The  Board,  having  completed  its  investigation  and  on 
this  date  made  and  filed  its  report  containing  its  findings 
and  conclusions,  and  being  fully  advised  in  the  premises, 
and  sufficient  cause  for  this  order  appearing; 

/( is  ordered,  considered  and  adjudged,  That  the  Peoples 
Telephone  and  Telegraph  Company  and  the  Upper  Indian 
Creek  Telephone  Comi>any,  be,  and  hereby  are,  required 
and  commanded  to  continue  and  maintain  the  existing 
connection  of  their  respective  lines  until  the  further  order 
of  this  Commission  in  the  premises;  that  the  said  company 
immediately  execute  a  switching  contract  covering  said 
connection  upon  the  basis  of  not  to  exceed  25  cents  per 
month  or  $3.00  per  year,  per  telephone,  said  contract  to 
contain  a  provision  that  the  Upper  Indian  Creek  Telephone 
Company  will  be  responsible  for  and  pay  to  the  Peoples 
Telephone  and  Telegraph  Comi>any  all  switching  fees  and 
toll  charges  that  may  properly  and  legally  accrue  against 
its  subscribers;  that  the  Upper  Indian  Creek  Telephone 
Company  shall  fix  and  establish  a  schedule  of  telephone 
rental  rates  and  file  a  copy  thereof  \vith  this  Commission 
within  thirty  days  from  the  date  hereof,  and  that  said  com- 
pany shall  at  an  early  date  and  without  unnecessary  delay, 
reorganize  its  affairs  and  acquire  ownership  of  all  facilities 
used  by  it  in  furnishing  telephone  service  in  this  State,  in 
accordance  with  the  findings  of  fact  and  conclusions  of  this 
Commissioh  this  day  made  and  filed  herein. 

February  26,  1919. 
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B,  F.  Peterson  r.  Hit>e  County  Telephone  Company. 
No.  3314. 

Decided  February  26,  1919. 

BflBtoifttioii  of  Servlcfl  Diacoutinaed  for  Non-Payment  dne  to  DiBpnte, 
Ordsrod. 

Complainant  had  requested  the  defendant  to  fnmish  hira  telephone 
service  but  the  latter  had  refused. 

For  a  considerable  time  prior  to  April  23,.  191T,  the  compUiuant  was 
a  subscriber  of  the  defendant,  but  -at  about  that  time  his  service  was  dis- 
continued and  the  telephone  instrument  removed  from  his  premises. 
Several  months  previous  to  the  discontinuance  of  service  eomplaicant  had 
notifled  the  defendant  that  his  telephone  was  out  of  order  and  that  he  was 
unable  to  secure  service,  and  had  requested  that  the  telephone  instrument 
be  repaired  and  the  service  re-established.  The  complainant  was  advised 
to  bring  the  telephone  instrument  into  Highmore  to  the  office  of  the 
defendant  where  the  necessary  repairs  would  be  made,  but  this  he  refused 
to  do  and  insisted  that  if  it  was  found  necessarj'  to  bring  the  instrument 
to  the  office  in  order  to  make  proper  repairs,  this  removal  should  be  made 
by  the  company  and  not-  by  the  comj)Iainant.  Later,  he  notified  the  com- 
pany either  to  pnt  the  equipment  in  repair  or  remove  the  telephone,  and 
on  April  23,  1911,  the  telephone  was  removed  and  service  discontinued. 

Complmnant  moved  into  another  residence  in  wliich  there  was  installed 
a  telephone  and  defendant  advised  biro  that  if  he  wished  to  retain  the 
telephone  and  secure  service  he  would  be  required  to  pay  the  past  due 
rental  in  full  and  one  year's  rentaf  in  advance.  The  amount  due  as 
claimed  by  the  company  was  paid  by  the  complainant  except  the  rental 
for  the  period  from  January  1  to  April  23,  1911,  durii^  whicli  time  com- 
plainant contended  that  the  telephone  was  out  of  order  and  that  satis- 
factory service  was  impossible.  The  company,  however,  refused  to  make 
any  deduction  for  this  period  when  the  service  was  unavailable  and 
removed  the  telephone  from  the  premises. 

Held:  That  the  Commission  had  frequently  held  as  reasonable  a  rule 
which  provided  that  telephone  service  might  be  discontinued  where  the 
rental  was  not  paid  in  accordance  with  the  reasonable  rules  that  might  be 
in  effect.  However,  in  this  case  there  was  a  disputed  account  and  during 
the  time  covered  by  the  account  in  dispute  the  telephone  instrument  of 
complainant  had  been  out  of  order  and  efficient  service  had  not  been 
famished ;  therefore,  complainant  was  entitled  to  an  abatement  of  rental 
covering  the  time  that  his  telephone  was  out  of  order; 

That  the  Commission  disclaimed  any  jurisdiction  to  adjudicate  dis- 
pated  accounts  between  telephone  companies  and  their  subscribers  where 
an  abatement  of  rental  was  claimed  for  an  entire  or  partial  discontinuance 
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for  service,  a;  controversies  of  this  oature  must  be  detemuned  by  the 
coart  if  an  amicable  settlement  could  not  be  made  by  the  parties  inter- 
ested. However,  as,  in  the  present  case,  no  telephone  service  was  fur- 
nished daring  the  time  when  the  chai^  now  claimed  by  the  defendant 
accrued,  and  because  the  real  controversy  between  the  parties  was  as  to 
whether  it  was  the  duty  of  the  subscriber  to  r^nove  his  t^phone  and 
take  it  to  the  office  of  the  company  in  Higbmore  or  whether  it  was  the 
duty  of  the  telephone  company  to  perform  all  the  labor  and  bear  all  of 
the  expense  of  maintaining  the  telephone  in  question  in  a  condition  so 
that  it  could  render  satisfactory  service,  the  Commission  was  not  in  any 
sense  adjudicating  the  account  in  question  but  was  reaffirming  a  principle 
to  which  it  had  always  adhered  in  the  past,  vi^.,  that  it  was  the  duty  of 
the  telephone  company  and  not  of  the  subscriber  to  maintain  the  telephone 

That  as  the  complainant  was,  at  the  time  service  was  discontinued, 
entitled  to  an  abatement  of  the  rental  covering  the  time  the  telephone 
instrument  located  in  his  readence  was  out  of  order  In  1911,  as  com- 
plainant's present  residence  was  located  within  close  proximity  to  the 
telephone  line  of  the  defendant  and  as  plaintll?  was  willing,  ready  and 
able  to  pay  the  rates  of  the  company  that  were  or  might  hereafter  be 
legally  in  elTect,  complainant  was  entitled  to. receive  telephone  service 
from  the  defendant  and  the  defendant  should  install  and  maintain  eqnip- 
raent  and  furnish  service  upon  the  payment  of  the  regular  rates  legally 

Report. 

In  this  case  tlie  corn plai  nan  t  demanded  telephone  service 
from  the  defendant  and  was  refused,  A  hearing  was  held 
at  Highmore.  The  complainant  appeared  in  person  and 
the  defendant  appeared  by  its  attorney,  Mr.  M.  Harry 
O'Brien,  of  Highmore. 

For  a  considerable  period  of  time  previous  to  April  23, 
1911,  the  complainant  was  a  subscriber  renting  a  telephone 
instrument  and  receiving  telephone  service  from  the  defend- 
ant. At  about  that  time  the  service  was  discontinued  and 
the  telephone  instrument  was  removed  from  complainant's 
premises.  Several  months  previous  to  the  discontinuance 
of  service,  the  manager  of  the  defendant  was  notified  by 
the  complainant  and  his  wife  that  the  telephone  was  out 
of  commission  and  that  they  were  unable  to  secure  service, 
and  a  request  was  made  that  the  telephone  instrument  bo 
repaired  and  the  service  re-established.    The  comidainant 
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was  advised  to  bring  the  telephone  instrument  into  High- 
more  to  the  office  of  the  defendant,  where  the  necessary 
repairs  would  be  made.  This  the  complainant  refused  to  do, 
and  insisted  that  the  company  maintain  its  own  lines  and 
equipment,  and  that  If  it  were  found  necessary  to  bring  the 
instrument  to  the  office  in  order  that  proper  repairs  might 
be  made,  this  removal  should  be  made  by  the  company  and 
not  by  the  complainant.  Finally,  just  previous  to  April  23, 
1911,  the  company  wws  notified  to  either  put  the  equipment 
in  repair  or  remove  the  telephone.  The  telephone  was 
removed  and  the  service  discontinued.  At  the  time  of  the 
discontinuance  of  service  the  complainant  was  in  arrears 
for  telephone  rental  for  somewhat  less  than  a  year's 
service.  Later  the  complainant  used  a  neighbor's  'phone, 
for  which  a  message  rate  was  charged.  The  complainant 
moved  into  another  residence  in  which  there  was  installed 
a  telephone,  and  he  was  advised  by  the  manager  of  the 
defendant  that  if  he  wished  to  retain  the  telephone  and 
secure  telephone  service,  he  would  be  required  to  pay  the 
past  due  rental  in  full  and  for  one  year's  service  in  advance. 
The  anwunt  due  as  claimed  by  the  company  was  paid, 
except  the  rental  for  the  period  from  January  1  to  April  23, 
1911.  The  complainant,  as  before  stated,  contended  that 
the  telephone  equipment  was  out  of  commission  and  that 
satisfactory  8er\ice  during  that  period  was  impossible. 
The  company  on  the  other  hand  refused  to  make  any  deduc- 
tion for  the  time  that  the  service  was  unavailable,  and 
removed  the  'phone  from  the  premises. 

The  complainant  now  contends  that  he  desires  telephone 
service  and  has  great  need  therefor,  and  that  it  is  unreason- 
able for  the  company  to  deprive  him  of  service  on  account 
of  his  refusal  to  pay  for  service  that  he  never  received; 
and  that  it  is  likewise  unreasonable  for  the  company  to 
require  its  subscribers  to  bring  telephone  instruments  into 
Highmore  to  the  office  for  repairs,  or  otherwise  to  assist 
in  the  maintenance  of  the  lines  or  equipment.  The  com- 
pany's position  in  this  regard  is  that  many  of  its  service 
stations  are  located  at  long  distances  from  its  office  and, 
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therefore,  if  it  is  required  to  fully  supervise  and  maintain 
its  lines  and  equipment,  particularly  the  telephone  instru- 
ments, a  financial  burden  will  be  imposed  that  it  is  unable 
to  bear,  and  that  it  should  not  be  required  to  furnish  service 
to  an  intending  subscriber  who  is  in  arrears  for  past  serv- 
ices, or  one  who  has  been  disconnected  from  service  on 
account  of  failure  or  refusal  to  pay  for  service  received. 

This  Commission  has  frequently  held  as  reasonable  a  rule 
which  provides  that  telephone  service  may  be  discontinued 
where  the  rental  is  not  paid  in  accordance  with  the  reason- 
able rules  that  may  be  in  effect 

The  Supreme  Court  of  the  United  States  in  the  case  of 
the  Southwestern  Telegraph  and  Telephone  Company  v. 
Jdelia  P.  Danaker,  238  U.  S.  482;  35  Sup.  Ct.  Rep.  886; 
L.  R.  A.  1916-A  1208,  held  that  such  a  rule  was  not 
unreasonable  when  enforced  without  discrimination.  It 
was  likewise  held  in  that  case  that  the  penalties  imposed  for 
the  company's  failure  to  re-establish  the  service  were  arbi- 
trary and  oppressive  and  the  decision  of  the  lower  conrr 
was  reversed. 

In  this  case,  moreover,  the  Supreme  Court  of  the  United 
h)tates,  in  effect,  though  not  in  express  terms,  held  that  a 
telephone  company  might  lawfully  enforce  a  rule  to  refuse 
telephone  service  to  a  subscriber  in  arrears  for  service  fur- 
nished in  the  past.  It  appears,  however,  that  the  con- 
trolling consideration  in  the  mind  of  the  Supreme  Court  in 
that  case,  and  the  ground  upon  which  it  reversed  the 
decision  of  the  lower  court,  was  the  undoubted  invalidity 
of  the  statute  of  the  State  of  Arkansas  which  purported  to 
impose  an  excessive  penalty  upon  a  telephone  company  for 
refusal  to  furnish  telephone  service  upon  demand.  The 
statute  in  question  was  evidently  framed  without  providing 
for  any  exceptional  cases,  or  for  any  condition  under  which 
a  telephone  company  might  be  justified  in  refusing  service 
to  the  subscriber  demanding  the  same. 

In  the  case  above  cited,  the  company  allowed  a  discount 
where  the  rental  was  paid  in  advance.  The  subscriber 
liaving  failed  to  pay  the  rental  in  advance,  demanded  per- 
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mission  to  make  Bettlement  at  the  net  rate.  The  company 
refnsed  to  settle  on  that  basis,  but  demanded  payment  of  its 
maxinmni  rate.  The  account  was  not  paid  and  the  service 
v.-as  ttierefore  discontinoed  in  accordance  with  the  effective 
rules  of  the  company.  In  that  ease  there  was  no  question 
■whatever  with  reference  to  the  service  having  been  fur- 
nishwl  or  as  to  the  efficiency  of  such  service.  Neither  was 
there  any  question  as  to  who  was  responsible  for  the  proper 
juaiiitenanee  of  the  lines  or  equipment,  it  being  the  policy 
of  the  company  to  inaintain  its  property. 

In  the  case  before  us  we  have  an  entirely  different  situa- 
tion. Here  we  have  a  disputed  account.  The  evidence 
shows  that  during  the  time  covered  by  the  account  in  dis- 
l»ute  the  telephone  instrument  or  equipment  was  out  of  com- 
mission and  that  efficient  service  was  not  furnished.  It  is 
a  common  practice  with  telephone  companies  in  this  State 
to  make  abatements  from  rentals  for  any  unusual  or 
unreasonable  length  of  time  that  the  company  has  been 
unable  to  furnish  efficient  telephone  service.  We  are  of 
the  opinion  that  such  a  practice  is  reasonable,  and  that  the 
complainant  was  entitled  to  any  abatement  of  rental  cover- 
ing* tile  time  that  his  telephone  was  out  of  commission.  We 
arc  likewise  of  the  opinion  that  the  defendant  company 
adopted  an  altogether  too  arbitrary  method  in  handling  the 
complaint,  and  Ihat  it  would  have  been  a  much  better  policy 
tc  have  affected  a  reasonable  and  satisfactory  se1:tlement  by 
allotting  a  proper  deduction  covering  the  period  that  serv- 
ice was  not  furnished.  Had  this  been  done  the  company 
would  have  retained  a  subscriber  for  the  intervening  seven- 
y»ar  period,  and  both  parties  to  the  controversy  would  have 
heen  benefited. 

In  thus  disposing  of  this  matter  this"  Conunission  dis- 
claims any  jurisdiction  to  adjudicate  disputed  accoonts 
between  telephone  companies  and  their  subscribers  where 
an  abatement  of  rentals  is  claimed  for  an  entire  or  partial 
failure  of  service.  Controver.sies  of  this  nature  must  be 
<letermined  by  the  courts,  if  an  amicable  settlement  cannot 
l;e  made  by  the  parties  interested.    Bat  in  the  present  case  , 
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it  clearly  appears  that  no  telephone  service  whatever  was 
I'urnished  during  tlie  time  for  which  the  charges  now 
flaii:!cd  by  the  telfplioiic  company  accrued ;  and  because  the 
real  controversy  between  the  parties  in  this  instance  is  as 
to  whether  it  was  the  duty  of  the  suibscriber  to  remove  hia 
telephone  and  take  it  to  the  office  of  the  company  in  Higlh 
more,  or  whether  it  was  the  duty  of  the  telephone  compan>' 
to  perform  all  of  the  labor  and  bear  all  of  the  expense  of 
maintaining  the  telephone  in  question  in  a  condition  so  that 
it  could  render  .«atislactory  service,  we  believe  that  we  are 
not  iji  any  censv  adjudicating  the  aeeomit  in  question,  but 
that  we  are  reaffirming  a  principle  to  which  we  have  always 
(idhered  in  the  past,  that  it  is  the  duty  of  the  telephone  com- 
pany, and  not  of  the  subscriber,  to  maintain  the  telephom- 
[ilant.  In  this  counectiou  it  is  deemed  sufficient  to  say  that 
this  Commission  has  frequently  held  that  a  telephone  com- 
pany should  own  and  maintain  all  of  the  equipment  used 
in  furnishing  the  service.  It  is  no  part  of  the  duty  of  a 
f-uliFcriber  to  transport  or  remove  or  repair  or  maintain 
any  part  of  the  equipment.  It  is,  however,  his  duty  to 
observe  due  and  proper  care  in  the  use  of  the  instrument 
and  equipment  eomniitted  to  his  custody. 

We  are  clearly  of  the  opinion  that  the  responsibility  for 
the  efficiency  of  the  service  should  rest  with  the  company. 
It  is  quite  evident,  therefore,  that  the  proper  supervision  or 
maintenance  of  the  plant  is  a  duty  resting  in  the  telephone 
company. 

Prom  a  careful  examination  of  all  of  the  testimony  in  this 
case,  "we  are  of  the  opinion  and  find  that  the  complainant  was 
at  the  time  the  service  was  discontinued  entitled  to  an  abate- 
ment of  the  rental  covering  the  time  the  telephone  instru- 
ment located  in  his  residence  during  the  early  j>eriod  of 
1911  was  out  of  commission ;  that  the  complainant's  present 
residence  is  located  within  close  proximity  to  the  telephone 
line  of  the  defendant;  that  he  is  willing,  ready  and  able  to 
]tay  the  rates  of  the  company  that  are  now  or  may  here- 
after be  legally  in  effect;  and  that  the  complainant  is  enti- 
tled to  receive  telephone  service  from  the  defendant. 
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As  conclusions  from  the  foregoing  findings,  we  are  of 
the  opinion  that  an  order  should  be  made  and  entered  in 
this  proceeding  requiring  the  defendant  to  furnish  tele- 
phone sen'ice  to  the  complainant  mthin  thirty  days  after 
the  service  of  this  order  upon  it.  Th:;  company  should 
install  and  maintain  the  equipment,  and  the  complainant 
should  receive  service  upon  the  payment  of  the  regular 
rental  rates  legally  in  effect  for  similar  service. 

Let  an  order  be  entered  accordingly. 

Done  in  regular  session  in  the  city  of  Pierre,  the  Capital, 
on  tliis  twenty-sixth  day  of  February,  1919. 

Order, 

The  Board  having  completed  its.  investigation,  and  on 
ihis  date  made  aod  tiled  its  report  containing  its  findings 
and  conclusions,  and  being  fully  advised  in  the  premises, 
and  sufficient  cause  for  this  order  appearing; 

It  is  ordered,  considered  and  adjudged,  That  within 
tliirty  days  after  the  service  of  this  order  upon  it,  the 
defendant  install  and  maintain  in  complainant's  residence 
a  telephone  instrument  and  furnish  him  telephone  service; 
that  complainant  and  defendant  report  to  this  Board  imme- 
diately when  said  telephone  instrument  has  been  installed 
and  put  in  ser\'ieo. 

February  26,  1919. 


A.  E.  Young  )'.  Hyde  County  Telephone  Company. 

No.  3388. 

Decided  Febrvary  26,  1919. 

Extention  of  Serrice  Ordned. 

Complainant  alleged  that  he  had  demanded  telephone  service  from  the 

defendant  and  was  refnsed. 

Complainant,  together  with  several  neighbors,  desired  telephone  service, 
and  when  they  took  the  matter  np  with  tbe  defendant  the  latter  offered 
to  construct  a  line  and  install  service  provided  the  parties  desiring  the 
service  would  each  pay  in  advance  the  sum  of  $25.00,  to  apply  on  rentals, 
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and  haul  poles  &nd  equipment.  All  of  the  interested  parties  except  the 
complainant  maile  the  advance  payment  and  hanled  and  delivered  along 
the  line  their  share  of  equipment,  and  the  line  was  huilt  to  within  approxi- 
mately three-quarters  of  a  mile  of  complainant's  residence.  However, 
complainant  refused  to  make  the  advance  pajTnent  or  to  hanl  or  deliver 
the  material.  One  of  tiie  present  sabBcribers  on  the  Ime  secured  serriec 
some  time  sohseqnent  to  the  completion  of  the  line  and  the  reqnirransnt 
of  the  payment  of  $25.00  rental  in  advance  was  abated  in  his  case- 

,Held:  That  ordinarily  a  telephone  company  was  wiJIii^  and  anzioDS 
to  construct  lines,  install  eqnipment  and  furnish  service  to  subscribers 
upon  the  payment  of  its  regularly  established  rates,  with  no  more  than 
four  to  six  months'  advance  payment;  that  a  requirement  that  heavy 
advance  payment  be  made  tended  to  retard  the  development  of  the  busi- 
ness thereby,  not  only  injuring  the  company  but  working  an  injnstice 
to  the  company's  subscribers,  was  considered  poor  practice,  and  was  con- 
trary to  public  policy.  However,  if  the  parties  desiring  telephone  service 
were  a^eeable  fo  making  the  advance  payment  in  question,  and  did  so 
ax  an  accommodation  to  the  company  or  otherwise,  no  serious  objeetion 
oould  be  ntade ; 

That  to  refuse  arbitrarily  to  install  service  unless  the  requirement  of 
advance  payment  was  complied  with  as  to  one  intending  subscriber,  while 
the  service  was  installed  and  furnished  to  others  without  the  paj-ment  of 
the  greater  advance  charges,  was  both  nnreasonahle  and  discriminatory; 

That  complainant  was  entitled  to  receive  tdephone  service  from  the 
defendant  upon  the  payment  of  one  year's  telephone  rental  in  advance, 
the  payment  to  be  made  previous  to  the  construction  of  the  line  and  the 
.  rental  so  received  to  cover  the  yearly  period  commencing  on  the  date 
that  service  was  actually  installed. 

Report. 

In  this  case  the  complainant  demanded  telephone  service 
from  the  defendant  company  and  was  refused.  A  hearing 
was  held  at  Highmore.  The  complainant  appeared  in  per- 
son and  the  defendant  appeared  by  its  attorney,  Mr.  U. 
Marry  O'Brien. 

From  the  record  it  appears  that  the  complainant,  together 
with  several  of  his  neighbors,  desired  telephone  service. 
The  ques.tion  of  constructing  the  line,  installing  the  neces- 
sary facilities,  and  furnishing  telephone  service,  was  taken 
up  by  the  interested  parties,  including  the  complainant, 
with  the  management  of  the  Hyde  County  Telephone  Com- 
pany, and  it  appears  that  the  said  company,  after  giving 
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the  matter  careful  consideration,  offered  to  constmct  the 
line  and  install  the  service  provided  the  parties  desiring 
the  service  would  each  pay  in  advance  the  sum  of  $25.00  to 
apply  on  rental,  and  haul  the  poles  and  eqaipmi-nt.  This 
ai"ranp:ement  appeared  to  be  satisfactory,  and  all  of  the 
interested  parties,  except  the  complainant,  made  the 
advance  payment  and  hauled  out  and  delivered  along  the 
line  their  share  of  equipment.  The  line  was  eonstrueted 
and  completefl  to  within  approximately  three-fourths  of  a 
))iile  of  Mr.  Young's  residence.  About  the  time  of  the  com- 
pletion of  the  line  to  its  present  limits,  the  matter  was 
again  taken  up  with  the  complainant  and  he  refused  to 
make  the  advance  payment  or  to  haul  and  deliver  the 
material. 

The  line  a»  constructed  is  about  7  miles  in  length  and  7 
subscribers  are  served  thereon.  One  of  the  said  subscrib- 
ers, a  Mr.  Drummon,  secured  service  sometime  subsequent 
to  the  completion  of  the  line,  and  the  requirement  of  the 
payment  of  the  $25.00  rental  in  advance  was  abated  in  his 
case. 

The  complainant  is  not  the  owner  of  the  farm  upon  which 
he  resides  but  rents  the  place  from  hia  father.  In  his  testi- 
mony he  states  that  he  does  not  know  how  long  he  will  con- 
tinue to  occupy  the  place  but  possibly  not  more  than 
another  year.  He  assumes,  however,  that  his  successor 
would  likewise  desire  telephone  service. 

In  some  cases  this  Commission  has  authorized  the  com- 
•  pany  to  demand  the  payment  of  one  year's  rental  in 
advance,  and  in  other  cases  where  the  company  was  required 
to  install  the  equipment  and  famish  service  the  intending 
subscriber  was  compelled  to  pay  one  year's  rental  in 
advance  and  enter  into  satisfactory  contract  that  service 
would  be  retained  for  a  reasonable  period  of  time  after  the 
expiration  of  the  yearly  period. 

Ordinarily  a  telephone  company  is  willing  and  anxious 
to  construct  the  lines,  install  the  equipment  and  furnish 
service  to  subscribers,  upon  the  paj-ment  of  its  regularly 
established    rates  with  no   more  than  from   four  to   six 
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months'  advance  payment.  A  requirement  that  heavy 
advance  payment  be  made  tends  to  retard  the  developmeni 
ol  the  business,  thereby  not  only  injuring  the  company  but 
indirectly  working  an  injustice  to  the  company's  subscrib- 
ers, and  is  considered  poor  practice.  In  other  words,  this 
or  any  other  requirement  that  retards  development  or 
works  a  hardship  on  the  company  or  its  subscribers,  or 
both,  is  contrary  to  good  public  policy  and  must  be  dis- 
approved. On  the  other  hand,  if  the  parties  desiring  tele- 
phono  service  are  agreeable  to  making  tlie  advance  pay- 
ment in  question  and  do  so  as  an  accouunodation  to  the  com- 
pany or  otherwise,  no  serious  objection  can  be  made.  How- 
evei-,  to  arbitrarily  refuse  to  install  service  unless  the 
requirement  is  complied  vnth  as  to  one  intending  subscriber, 
while  the  service  is  installed  and  furnished  to  others  witli- 
out  the  payment  of  the  greater  advance  charges,  appears 
to  be  both  unreasonable  and  discriminatory. 

From  a  careful  examination  of  all  of  the  testimony  of 
this  case,  we  are  of  the  opinion  and  find  that  the  complain- 
ant is  entitled  to  receive  telephone  service  from  the  defend- 
ant upon  the  payment  of  one  year's  telephone  rental  in 
advance,  the  pajinent  to  be  made  previous  to  the  construc- 
tion of  the  line,  the  rental  so  received  to  cover  the  yearly 
jieriod  commencing  on  the  day  such  service  is  actually 
installed,  and  as  conclusions  from  these  findings  let  aii 
order  be  made  and  entered  in  this  proceeding  requiring  the 
defendant  to  furnish  telephone  service  to  the  complainant 
within  thirty  days  afier  the  service  of  this  order  upon  it  • 
and  upon  payment  by  the  complainant  of  the  r^^ular  rental 
rates  charged  by  the  defendant  to  its  other  patrons  for 
similar  service. 

Let  an  order  be  entered  accordingly. 

Done  in  regular  session  in  the  city  of  Pierre,  the  Capital, 
on  this  twenty-sixth  day  of  February,  1919. 

Order. 
The  Board  having  completed  its  investigation  and  made 
and  filed  its  report  containing  its  findings  and  conclusions. 
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and  being  fully  advised  in  the  premises,  and  sufficient  cause 
lor  this  order  appearing; 

It  is,  therefore,  ordered,  considered  and  adjudged.  That 
■ttdthin  thirty  days  after  the  service  of  this  order  upon  it, 
and,  upon  the  payment  by  the  complainant  of  one  year's 
regular  rental  rale  charged  by  the  company  to  its  other 
rural  party  line  patrons,  [defendant  shall]  install  in  com- 
plainant's residence  a  telephone  instrument  and  furnish 
him  telephone  service;  that  complainant  and  defendant 
report  to  this  office  immediately  when  said  telephone  instru- 
ment has  been  installed  and  service  established. 

February  26,  1919. 


H.  C.  Strohecker  v.  Sheps  Canyon  Telephone  Company 
AND  Peoples  Telephone  and  Telegraph  Company. 


Decided  February  28,  1919. 

Extension   of   Honrs   of  Service   Not   Ordered  —  Oomplalnt   Against 
Manner  of  Soutlng  MesMges  Dismissed  —  Practice  of  Col- 
lecting Same  Bate  from  BsbacriberB  Beceiring  One- 
Exdiange   and  Two-£zcliange   Service 
Held  IMscrlniinAtorjr. 

Complaint  was  made  against  the  hoars  of  service  furnished  at  the 
exchai^e  of  the  Peoples  company  at  Oelrichs  and  again^  the  practice 
of  routing  meseages  originating  at  stations  on  the  line  of  the  Sheps 
Canyon  company  known  as  the  "  Short  Line,"  located  south  and  east  of 
Oelrichs,  to  Hot  Springs  over  the  toll  equipment  for  which  a  message 
charge  was  imposed.  ■ 

Held:  That  although  the  hours  during  which  continuous  or  day  service 
was  furnished  —  7:00  a.  m.  to  7:00  p,  m. —  were  very  limited,  neverthe- 
less, in  view  of  the  small  number  of  subscribers  and  the  small  gross 
revenue  obtainable,  it  was  questionable  if  the  company  should  be  required 
materially  to  lengthen  the  hours  of  day  service.  However,  the  matter 
should  receive  the  very  careful  eonsideration  of  the  officers  of  the  com- 
pany and  longer  hours  of  service  should  be  permitted  at  the  earliest 
opportunity,  and  in  the  meantime  the  emergency  night  hell  should  be  kept 
in  good  working  order  and  the  operator  should  give  careful  and  prompt 
attention  to  emergency  calls; 
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That  the  pnetice  of  tke  Shepe  Caujon  ecnipaay  in  ehai^iog  tlJ50  p«r 

month  to  all  its  subscribers,  whether  such  subsiTibera  were  receiving  ODe- 
or  two-exchange  service,  was  diseriminatorj-  and  the  company  should 
discontinue  the  practice  and  charge  those  snbELTibeTS  connected  with  one 
excbAnge  only,  $16^  per  year,  and  tbose  connected  drreetly  with  two 
exdiai^ea,  $18.00  per  year;  , 

That  the  praetiee  of  the  Peoples  Telephone  and  Telegr&ph  Campany 
of  charging:  the  maximum  switching  rate  at  each  exchange  where  a  line 
bad  direct  connection  with  two  exchanges  should  be  discoutiiiued  and 
where  a  rural  line  had  connection  with  two  exchanges,  the  eschange  com- 
pany or  companies  ehould  not  be  permitted  to  charge  at  either  exchange 
a  rate  in  excese  of  $2.26  per  year,  per  telephone; 

That  the  contrition  of  the  eomplaiiUBt  that  Ute  aatwcrtbere  oo  the 
"  Short  Line  "  should  be  permitted  to  interchange  messages  with  the  sub- 
scribers of  the  exchange  in  Hot  Springs  over  the  rural  party  line  of  the 
Sheps  Canyon  company  and  not  over  the  toll  equipment,  as  at  present, 
was  not  well  taken  as  the  rural  party  line  in  Ciuestinn  was  already  heavily 
loaded  and  tn  permit  messi^es  from  other  lines  to  be  routed  over  this 
heavily  loaded  line  would  not  be  in  the  interest  of  the  service  generally 
but  would  he  contrary  to  good  telephone  practice  and  there  was  not  any 
greater  necessity  for  the  extension  aC  switching  service  between  the 
"  Short  Line  "  and  Hot  Springs  than  existed  at  any  other  e.\ehange  under 
approximately  similar  conditions;  therefore,  messages  from  the  '"Short 
Line  "  to  Hot  Springs  «d)oald  be  rovted  over  the  toll  cqnipmetit. 

Report. 

In  tliis  matter  complaint  was  made  by  H.  C.  Strohecker 
(if  Oelriehs,  South  Dakota,  against  the  hours  of  service  fur- 
]ii.«hod  at  tilt  exchange  of  the  Peoples  Telef^one  and  Tele- 
jrraph  Company  at  Oelrichs,  and  against  the  practice  of 
routing  messages  originating  at  stations  on  the  line  of  the 
Shops  Canyon  Telephone  Company  located  south  and  east 
of  Oelridis  over  the  toll  equipment  to  Hot  Springs,  for 
which  a  message  charge  is  imposed. 

The  ea^e  was  heard  at  Oelrichs,  the  complainant  a^^ear- 
ing  in  person  and  the  Sheps  Canyon  Telephone  Company 
appearing  by  Mr.  Tom  Long  and  Mr.  W.  F.  Wyatt,  its 
pi-esi<Ient  and  acting  secretary  respectively.  The  Peop!e^ 
I't'lephoue  and  Telegrapli  Company  appeared  by  Mr.  C.  L. 
Jensen,  its  president 
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The  record  shows  that  the  Sheps  Canyon  Telephone  Com- 
pany owTis  a  line  located  south  and  east  of  Oelrichs  called 
the  '*  Short  Line,"  upon  which  it  furnishes  service  to  7  sub- 
fcribera  including  the  complainant;  that  it  also  owns  and 
operates  a  rural  party  line  extending  from  Oelrichs  to  Hot 
i>pringR,  and  having  direct  physical  connection  with  the 
exchanges  in  those  towns,  npon  which  it  serves  23  subscrib- 
ers; that  th«  Sheps  Canyon  Telephone  Company  pays  the 
Peoples  Telephone  and  Telegraph  ComjHiny  $3.00  per  year, 
per  telephone,  for  switchingthe  "  ShortLine  "at Oelrichs, 
and  $6.00  per  year,  per  telephone,  for  the  two-exdiange 
sAvitehing.  The  hours  of  service  furnished  at  the  exchange 
in  Oelrichs  are  from  7:00  o'clock  a.  m:.  to  7KX)  o'clock  p.  m., 
and  night  service  between  the  hours  of  7  KK)  o  'clock  p.  m.  and 
7  :U0  o'clock  a.  m.  is  supplied  by  means  of  an  emergency  or 
night  bell,  the  operator  sleeping  in  an  adjoining  room  to 
that  in  which  the  switchboard  is  located.  Some  complaint 
was  made  that  the  emergency  night  bell  was  nnsatisfactorj- 
and  that  emergency  [service]  was  secured  under  difficulties. 
The  hours  during  which  continuous  or  day  service  is  fur- 
nished are  ver\-  limited.  .  The  exchange  should  he  operated 
at  least  one-half  hour  earlier  in  the  morning,  and  one  and 
one-half  or  two  hours  later  in  the  evening  if  the  subscribers 
are  to  receive  the  sen'ice  they  necessarily  require.  How- 
ever, the  average  number  of  subscribers  of  the  exchange 
does  not  exceed  25,  and  only  73  farm  line  subscribers  are 
receiving  switching  service,  and  the  exchange  revenue 
derived  from  handling  the  toll  business  does  not  exceed 
$25.00  per  year.  With  the  small  gross  revenue  obtainable 
it  is  qoefitionable  if  the  company  should  be  required  at  this 
time  to  materialh'  lengthen  the  hours  of  continuous  service. 
However,  the  matter  should  receive  the  very  careful  con- 
sideration of  the  officers  of  the  company  and  longer  hours 
of  service  be  permitted  at  the  earliest  possible  opportunity. 
In  the  meantime,  the  emergency  night  bell  should  be  kept 
in  good  working  order  and  the  operator  should  give  oareful 
and  prompt  attention  to  emergency  calls. 
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The  rate  charged  for  service  by  the  Sheps  Canyon  Tele- 
pliono  Company  is  $1.50  per  month  or  $18.00  per  year,  per 
teleplioiie.  The  company  has  been  charging  and  collectini^ 
this  rate  from  all  of  its  subscribers,  whether  such  suli- 
Kcribers  were  receiving  one-  or  two-exchange  service.  This 
constitutes  discrimination.  The  company  should  discon- 
tinue this  practice,  and  in  fairness  to  those  subscribers  thai 
are  receiving  service  on  the  "  Short  Line  "  with  switching; 
privileges  at  Oelrichs  only,  should  grant  them  a  lower  rate 
Ihan  those  subscribers  on  the  line  between  Oelrichs  and  Hoi 
Springs  that  enjoy  two-exchange  service ;  and  the  company 
should  be  permitted  to  file  a  schedule  of  rates  in  which  on  ■- 
exchange  service  willbe  furnished  at  a  rate  of  $16.50  per 
year,  per  telephone,  and  two-exchange  service  at  a  rate  of 
$18.00  per  year,  per  telephone. 

The  practice  indulged  in  by  the  Peoples  Telephone  and 
Telegraph  Company  of  charging  the  maximum  switching 
rate  at  each  exchange  where  a  line  has  direct  connection 
with  two  exchanges  should  be  discontinued.  The  rules  in 
effect  in  this  State  covering  two-exchange  switching  ser\"ice 
provide  that,  where  a  rural  party  line  has  direct  connection 
with  two  exchanges,  the  exchange  company  or  companies- 
will  not  be  permitted  to  charge  at  either  exchange  a  rate 
in  excess  of  18%  cents  per  month  or  $2.25  per  year,  per 
telephone. 

The  contention  of  the  complainant  that  the  subscribers 
on  tlie  "  Short  Line  "  should  be  permitted  to  interchange 
messages  with  subscriber^  of  the  exchange  in  Hot  Springs, 
to  be  transmitted  over  the  rural  party  line  of  the  Sheps 
Canyon  Telephone  Company  and  not  over  the  toll  line  as 
is  the  .present  practice,  is,  we  feel,  not  well  taken.  The 
testimony  shows  that  the  rural  party  line  in  question  is 
already  heavily  loaded,  and  to  permit  messages  from  other 
lines  to  bo  muted  over  this  heavily  loaded  line  would  not 
be  in  the  interest  of  the  service  generally  and  would,  on 
the  other  hand,  be  contrary  to  good  telephone  practice.  Ir 
is  true  that  if  the  subscribers  on  rural  lines  beyond  Oelrichs 
were    permitted    to    communicate    with    persons    in    Hot 
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Springs  over  his  rural  line  without  additional  cost,  the 
service  would  he  used  quite  extensively.  On  the  other  hand 
it  is  28  miles  from  Oelriehs  to  Hot  Springs,  and  while  there 
would  naturally  he  sojiie  business  transacter  with  Hot 
Springs,  it  does  not  appear  that  there  is  any  greater  neces- 
sity I'or  the  extension  of  switching  service  than  exists  at 
other  exchanges  under  approximately  similar  conditions. 
We  are  quite  clearly  of  the  opinion  that  messages  originat- 
inj;,'  on  the  *'  Sliort  Line  "  on  which  the  complainant  is  a 
suhscriljer,  and  terminating  at  the  exchange  in  Hot  Springs, 
siiould  be  routed  over  the  toll  equipment  and  at  the  rates 
legally  in  effect. 

As  conclusions  of  law^  from  the  foregoing  facts,  the  Board 
now  hereby  finds  and  decides  that  an  order  should  be 
entered  herein,  requiring  and  commanding  the  Peoples 
Teleplione  and  Telegraph  Company  to  desist  from  charg- 
ing and  collecting  a  higher  rate  than  $4.50  per  year,  per 
teleplione,  for  the  switching  of  the  rural  party  line  of  the 
Sheps  Canyon  Telephone  Company,  for  two-exchange 
hM-itching;  that  the  Sheps  Canyon  Telephone  Company  file 
11  schedule  of  rates  witli  tliis  Board  not  later  than  the 
liftf'eiith  day  of  March,  1919,  to  become  effective  as  of 
:.fareh  1,  1919,  as  follows: 

Rural  party  line,  one-exchange  service  only,  per  year $16  50 

Rural  party  line,  two-exolmnge  service,  per  year 18  00 

Done  in  regular  session  at  the  city  of  Pierre,  the  Capital, 
on  this  twenty-eighth  day  of  February,  1919. 

Order. 

In  tills  ease  tlie  Board  having  completed  its  investiga- 
tion and  on  this  date  made  and  filed  its  report  containing 
its  findings  and  conclusions,  and  being  fully  advised  in  the 
premises,  and  sufficient  cause  for  this  order  appearing; 

It  is  ordcn-d,  cotmdered  and  adjudged,  That  the  Peoples 
Telephone  and  Telegraph  Company  desist  from  charging 
and  collecting  a  higher  rate  tlian  $4.50  per  year,  per  tele- 
phone, for  the  switching  of  the  rural  party  line  of  the 
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Sheps  Canyon  Telephone  Company,  for  two-exchange 
swtehing  service,  and  that  the  Sheps  Canyon  Telephone 
Company  file  a  schedule  of  rates  with  this  Board  not  later 
than  the  fifteenth  day  of  March,  1919,  to  become  effective 
as  of  March  1,  1919,  as  follows : 

Rural  party  line,  one-exehange  service  only,  per  year $lfi  50 

Rural  pu^y  line,  two-exchange  serrice,  per  year 18  00 

February  28,  1919. 


Iw  re  Application  of  Dakota  Cbntrai,  Tclephone  Com- 

PAITY  FOB  AtJTHORITY  TO  IsCBEAEB  KaTES  AT  FlOBESCE. 

No.  3319. 

Decided  Februnry  23,  1919. 

Incraaae  in  Hot  WmlA  Bites  Antiiorisad  —  Increue  in  Orms  Exchance 

Rates  with  Difcooiit  for  Fremft  Payment  Sftoal  to 

Increase,  AnthoxiEed. 

Eepobt. 

The  Dakota  Central  Telephone  Company  applies  on  this 
docket  for  an  increase  of  25  cents  per  month  on  its  rural 
lines  tributary  to  its  exchange  at  Florence,  and  that  it  be 
permitted  to  put  into  effect  at  that  exchange  the  discount 
iide  authorizing  it  to  quote  a  gross  rate,  from  which  a 
discount  of  25  cents  per  month  shall  be  made  If  the  excliange 
rates  are  paid  monthly  in  advance  on  or  before  the  fifteenth 
day  of  the  current  month,  and  if  the  rural  line  rates  are 
paid  quarterly  in  advance  on  or  before  the  fifteenth  day  of 
tlie  first  month  of  the  current  quarter.  The  case  was  heard 
at  Florence.  The  telephone  company  was  represented  by 
its  president,  Mr.  J.  L.  W.  Zktlou:  There  were  no  appear- 
ances on  behalf  of  the  subscribers.  Mr.  Oliver  E.  Sweet. 
Assistant  Attorney  General,  appeared  on  behalf  of  the 
Board. 

The  present  rates  at  Florence  for  city  and  rural  line 
service  are  .$1.00  per  month  if  paid  iu  advance,  and  as  to 
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rural  lines  $1.50  per  month  if  not  paid  in  advance.  The 
contention  of  the  company  is  that  there  is  a  loss  of  $140.34 
per  annam  on  the  operation  of  rural  lines  out  of  Florence 
and  that  they  should  have  a  Jiet  rate  of  $1.25  per  month  in 
order  to  meet  this  deflcit.  We  have  checked  the  figures 
given  in  the  transcript  of  the  testimony  and  in  the  exhibits 
introduced  on  behalf  of  the  company  with  the  figures  given 
in  their  annual  report  to  this  Board,  and  it  is  quite  clear 
that  the  company  must  have  additional  revenue  at  Florence 
in  CTHinection  with  the  operation  of  these  rural  lines.  While 
the  company's  present  rate  if  not  paid  in  advance  is  $1.50 
per  month  or  $18.00  per  annum,  the  company  in  this  case 
is  asking  for  a  net  rate  of  $1.25  per  month  or  $15.00  per 
annum,  with  a  privilege  to  quote  a  rate  of  $1.50  per  month 
or  $18.00  per  annum,  fro3i  which  a  discount  of  25  cents  will 
be  made  for  prompt  payment.  We  have  carefully  con- 
sidered all  of  the  evidence  in  the  case.  For  the  services 
which  these  patrons  will  receive  from  the  company  a  rate 
of  $1.25  per  month  or  $15.00  per  annum,  is,  in  our  opinion, 
just,  fair  and  reasonable,  and  an  order  will  be  entered 
granting  the  application  and  permitting  the  company  to 
apply  the  discount  rule. 

Done  in  regular  session  at  the  city  of  Pierre,  the  Capital, 
on  this  twenty-eightli  day  of  February,  1919. 

Order. 

In  this  cause  the  Board  having  completed  its  investiga^ 
tion  and  on  this  date  filed  its  report  containing  its  findings 
and  conclusions,  and  being  folly  advised  in  the  premises; 
and  sufficient  cause  for  this  order  appearing; 

It  is  ordered,  considered  and  adjudged,  That  the  Dakota 
Central  Telephone  Company  be,  and  it  hereby  is,  author- 
ized to  publish  and  pot  into  effect  as  of  March  1,  1919,  at 
Florence,  on  its  exchange  and  rural  lines,  a  rate  of  $1.25 
per  month  for  town  or  city  service,  and  $1.50  per  month 
for  rural  party  telephone  service,,  subject  to  a  discoimt  of 
25  cents  per  month  if  the  town  or  city  rentals  are  paid 


DigilizcdbyGOOglc 


1488    South  Dakota  Boaed  of  Railroad  Commissionees. 

[S.  D. 

monthly  in  advance  on  or  before  the  fifteenth  day  of  the 
current  month  and  the  rural  line  rentals  are  paid  quarterly 
in  advance  on  or  before  the  fifteenth  day  of  the  first  month 
of  the  current  quarter. 
February  28,  1919." 


In  re  Application  of  the  Tri-County  Mutual  Telephose 
Company  for  Authority  to  Increase  Rates  at  Emery. 


Decided  February  28,  1919. 

Increase  In  Btulness,  Besidence  uid  Rural  Bfttes,  AntlioiliBd  —  Diflcount 
for  Prompt  Payment  Approved. 

Report. 

In  this  case  we  have  an  application  from  the  Tri-County 

Mutual  Telephone  Company  of  Emery,  South  Dakota,  for 

an  increase  in  its  telephone  rental  rates.    Its  rates  in  effect 

at  the  present  time  are  as  follows: 

Per  Month    Per  Annvm 

Easiness  'phones $1  33^4  *16  00 

Residence   'phones 1  00  12  00 

Rural   'phones -. 1  00  12  00 

"  By  similar  orders  the  Dakota  Central  Telephone  Company  was 
nnthorized  to  increase  its  net  rural  rates  25  cents  per  month  and  to  quote 
gross  rates  25  cents  per  month  in  excess  of  net  lates  for  all  classes  of 
service  —  the  difference  between  gross  and  net  rates  to  be  given  as  a 
discount  for  prompt  payment  —  at  Carthage  (No.  3316,  March  26, 1919), 
South  Sliore  (No.  3317,  March  3,  1919),  Doland  (No.  3320,  Februao' 
28,  1919),  Clark  (No.  3320,  March  3,  1919),  Bradley  (No.  3322,  March 
3,  1919),  and  Bristol  (No.  3323,  February  28,  1919). 

By  a  similar  order  the  Dakota  Central  Telephone  Company  was  anthor- 
ized  on  March  3,  1919,  to  increase  its  net  rural  rates  at  Henry  from 
$1.00  to  $1.25  per  month  and  to  quote  a  gross  rural  rate  of  $1.50  per 
month,  the  difference  between  gross  and  net  rates  to  he  given  as  a  discount 
for  prompt  payment  (No.  3318). 
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The  company  bases  its  application  upon  the  increased 
cost  of  labor  and  materials.  On  page  8  of  the  record  the 
manager  of  the  conii>any  stated  the  situation  as  follows: 

"  Well,  all  the  material  that  the  telephone  has  to  huy  of  late  has 
advanced,  Bome  as  high  as  200  per  cent.,  thaa  what  we  used  to  pay,  some 
100  per  tent.,  some  50  per  i;ent.,  and  furthermore  we  have  to  pay  more 
for  labor,  and  take  everything  into  consideration,  wliy,  the  shareholders 
were  not  getting  interest  enough  on  their  investment,  and  of  course,  in  the 
last  annual  meeting  that  we  have  had  the  matter  was  very  carefully  con- 
sidered and  ever\'body  was  in  favor  of  it  It  was  unanimously  passed 
upon  that  it  was  absolutely  necessary  to  have  a  raise,  and  furthermore  the 
raises  on  those  things  haven't  stopped  yet,  they  are  still  keeping  on." 

A  careful  examination  of  the  record  in  this  case,  as  well 
as  of  the  annual  reports  of  this  company,  discloses  that 
,  after  paying  tlio  operating  expenses,  and  without  allowing 
any  amount  for  depreciation  or  return  on  the  investment, 
Uiere  was  a  balance  of  cash  on  hand  of  $723.88  The  com- 
jiany's  hooks  show  a  cost  of  property  account  amounting 
to  $11,620,  and  ii  Uiey  were  to  receive  a  return  on  this 
istock  at  the  rate  of  7  per  cent,  per  annum  it  would  require 
$813.40  for  that  purpose,  and  there  would  still  be  no  allow- 
ance made  of  a  depreciation  reserve  for  the  replacement  of 
the  plant.  If-the  company  were  to  set  aside  a  s,um  equiva- 
lent to  7  per  cent,  of  its  capitalization  as  a  surplus  or 
depreciation  reserve,  this  would  likewise  require  $813.40, 
or  a  total  of  $1,026.80.  The  balance  on  hand  of  $723.88 
would  fall  $902.92  short  of  supplying  this  fund.  If-  we 
reduced  the  rate  oi  return  and  the  rate  of  depreciation  to 
5  per  cent,  there  would  still  be  a  deficit  of  $446.12. 

The  company  makes  application  to  put  into  effect  tele- 
phone rental  rates  as  follows: 

Per  Mouth     Per  Annum 

Business  'phones $1  75  $21  00 

Residence  'phones 1  50  18  00 

Rural    'phones 1  50  18  00 

all  subject  to  a  discount  of  25  cents  per  month  if  paid  as  to  the  city 
telephones  monthly  in  advance  on  or  before  the  fifteenth  day  of  the  current 
month,  and  as  to  the  rural  l)arty  line  telephone  quarterly  in  advance  at 
any  time  during  the  first  month  of  the  current  quarter.    If  the  patrons  of 
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the  company  pay  their  rentals  in  advance  the  net  rates  will  be  for  business 
'phones  $1.50  per  mouth;  for  resideooe  'phones  $1.25  per  month,  and  lor 

rural  party  line  'phones  $1,25  per  month. 

After  a  careful  consideration  of  all  of  the  evidence  in  this 
case,  we  are  of  the  opinion,  and  find,  that  the  application 
of  the  company  must  be  f^ranted,  and  an  order  will  lie 
entered  accordingly. 

Done  in  regular  session  at  the  city  of  Pierre,  the  Capital 
on  this  twenty-eighth  day  of  February,  1919. 

Obdbb. 

In  this  case  the  Board  having  completed  its  investiga- 
tion, and  on  this  date  made  and  filed  its  report  containing 
its  findings  and  conclusions,  and  being  fully  ad^dsed  in  the 
premises,  and  sufficient  cause  for  this  order  appearing; 

It  is  ordered,  cotit^idered  and  adjudged.  That  the  applica- 
tion oi'  tlie  Tri-County  Mutual  Telephone  Company  be,  and 
1he  same  hereby  is,  granted,  to  become  effective  March  1, 
i919,  and  that  it  is  hereby  granted  authority  to  publish 
and  put  into  effect  on  that  date  telephone  rental  rates  at 
its  exchange  ajid  ou  its  rural  lines  at  Emery  as  follows: 

Per  Month    Per  Auanm 

BnsinesB  'phones «l  75  $21  00 

Reaidenee  'i)hones  1  50  18  00 

Rnml  party  'phones 1  50  18  OC 

and  to  likewise  publish  a  rule  requiring  the  payment  of  sai ; 
telephone  rentals  in  advance  as  to  the  business  and  resi- 
dence 'phones  or  on  or  before  the  fifteenth  day  of  the  current 
month,  and  as  to  the  rural  lines  quarterly  at  any  time  on 
^)r  before  the  fifteenth  day  of  the  first  month  of  the  current 
quarter,  and  that  when  so  paid  there  shall  be  a  discount 
from  the  foregoing  rates  of  2iJ  cents  per  month.  - 
February  28,  1919. 
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H.  C.  Hanson  et  al.  v.  Tki-County  Faemebs  Telephone 
Company. 

F-595. 

Decided  March  3,  1919. 

Oompuiy  Should  Fnniish  Higbest  Type  of  Service  Obtainable  —  Lines 

Sboald  be  Kept  in  Fropei  Operating  Condition  and  Batteries 

Awtalled  at  Begnlar  Periods. 

Keport. 

In  this  case  we  have  a  complaint  against  the  service  fur- 
nished by  the  Tri-County  Fanners  Telephone  Company. 
The  case  was  heard  at  Irene.  The  telephone  company 
appeared  b>'  Messrs.  Bogne  and  Bogue,  its  attorneys;  the 
complainants  appeared  by  Mr.  A.  L.  Wyman,  their  attorney, 
and  this  Board  was  represented  by  its  connsel,  Mr.  0.  E. 
Sweet. 

It  will  serve  no  useful  purpose  to  en-ter  upon  a  lengthy 
discussion  as  to  the  failures  of  service  on  these  lines.  One 
of  the  frequent  causes  of  failure  of  service  has  to  do  "with 
the  omission  to  restore  batteries,  and  insofar  as  the  record 
jnakes  any  disclosure  at  all  upon  the  subject  it  appears  that 
the  company  does  not  keep  any  record  of  battery  inatalla- 
lions.  In  order  that  there  may  not  again  be  difficulty  in 
this  behalf  it  is  our  opinion  that  a  card  index  system  should 
be  installed  for  the  use  of  the  operators  and  lineman  and 
the  officers  of  the  company  in  keeping  a  record  of  battery 
installations,  so  that  new  batteries  will  be  put  in  before 
the  old  batteries  are  completely  exhausted.  Quite  fre- 
quently patrons  report  to  the  operators  at  Volin  that  their 
telephone  will  not  work  or  the  line  is  out  of  condition  to 
famish  service,  and  there  is  a  great  possibility  under  the 
present  practice  that  the  lineman  will  not  be  advised  as  to 
complaints  received  from  subscribers  against  the  conditions 
of  their  'phones  and  of  the  lines  over  which  they  receive 
service.  It  appears  from  the  testimony  that  some  of  these 
complaints  are  transmitted  direct  by  the  operator  at  Volin 
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lo  the  operator  at  Irene,  and  as  to  others  are  sent  by  maU. 
We  believe  this  practice  should  be  revised,  and  that  a  per- 
manent record  should  be  kept  at  Volin,  as  well  as  at  Irene, 
of  all  complaints  received  from  subscribers,  and  that  at 
a  fixed  period  during  the  day,  perhaps  at  or  immediately 
after  the  noon  hour  would  be  best,  for  the  lineman  to  call 
up  the  operator  at  Volin  and  to  confer  with  the  operator 
at  Irene  as  to  all  complaints  received.  In  other  words,  it 
should  be  the  duty  of  the  lineman  to  inquire  daily  of  opera- 
tors at  Irene  and  Volin  as  to  all  complaints  against  the 
service,  and  all  patrons  should  be  advised  to  present  their 
complaints  promptly  even  though  the  failure  of  service  may 
be  slight.  There  is  nothing  so  exasperating  as  to  require 
tlie  use  of  a  telephone  and  find  that  either  the  instrument 
is  out  of  commission  or  the  line  is  down  or  for  some  other 
reason  a  message  caimot  be  put  through. 

After  a  careful  consideration  of  all  of  the  evidence  in  this 
case  we  are  of  the  opinion,  and  find,  that  there  should  be  a 
closer  supervision  of  the  condition  of  these  lines  by  the 
lineman  and  manager  of  the  company.  It  should  be  the 
duty  of  the  lineman  to  call  the  operator  at  Volin  at  least 
once  each  day  for  the  purpose  of  inquiring  into  complaints, 
and  to  have  a  conference  on  the  same  subject  with  the 
operators  at  Irene.  When  complaints  are  made  they  should 
receive  immediate  attention. 

No  order  will  be  made  in  this  case  at  this  time.  The 
company  should  make  an  effort  to  furnish  to  these  patrons 
the  very  highest  type  of  service  obtainable,  and  this  can 
only  be  done  by  keeping  its  lines  in  proper  operating  condi- 
tion and  installing  batteries  at  regular  periods  before  th* 
batteries  in  use  are  exhausted. 

Done  in  regular  session  at  the  city  of  Pierre,  the  Capital, 
on  this  third  day  of  March,  1919. 
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In  re  Application  of  Dakota  Central  Telephone  Company 
FOR  Authority  to  Increase  Rates. 

No.  3450. 

Decided  March  3,  1919. 

IncreaM  in  BulnesB  Rates  Aatitoriiedi — EBtaMlshmsnt  of  Individual 

Line  BsBidence  Rate  Aathorited  —  Discount  foi  Piompt 

Faymant  Approved. 

Report. 

In  this  case  the  telephone  company  makes  application 
for  an  increase  in  its  telephone  rental  rates  at  Mellette  and 
i'or  permission  to  put  into  effect  at  that  exchange  the  dis- 
count rule.  The  case  was  heard  at  Aberdeen.  The  tele- 
phone company  appeared  by  Mr.  T.  H.  Null,  its  attorney. 
The  city  of  Mellette  appeared  by  Mr.  Don  Cheatham,  its 
attorney.  Mr.  R.  D.  Twaddle  appeared  for  the  Farmers 
Elevator  Company. 

The  rates  in  effect  at  Mellette  are  as  follows : 

Business,  main  line,  per  moiith $1  75 

Residence,  party  line,  per  month 1  25 

subject  to  a  discount  of  25  cents  if  paid  on  or  before  the 
tit'teenth  day  of  the  current  montli.  Desk  sets  25  cents  per 
month  additional.  The  company  applies  for  permission  to 
put  into  effect  the  following  schedule: 

Business,  main  tine,  per  month $2  25 

Residence,  main  line,  per  month 1  75 

Residence,  party  line,  per  month 1  26 

subject  to  a  discount  of  25  cents  per  month  if  paid  in 
advance  on  or  before  the  fifteenth  day  of  the  current  month. 
Desk  sets  25  cents  per  month  extra. 

The  company  bases  its  application  for  the  increase  in 
rates  on  the  ground  that  the  company,  under  the  present 
rates,  is  operating  at  a  loss,  and  it  substantiates  these 
figures  by  showing  the  value  of  the  plant  and  a  statement 
of  the  revenues  and  expenses,  showing  that  after  paying 
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ail  operating  expenses  the  company  has  $9.59  left  out  of 
■which  to  pay  aretum. 

At  the  time  of  the  hearing,  Mr.  Cheatham,  on  behalf  of 
the  city  subscribers,  and  Mr.  Twaddle,  in  his  own  behalf 
or  in  behalf  of  the  elevator  company  with  which  he  is  con- 
nected, appeared  and  made  very  serious  objections  as  to 
the  service  furnished  at  Mellette,  which  the  company 
accounts  for  in  part  on  account  of  the  strenuous  conditions 
under  which  telephone  lines  were  operated  during  the 
period  of  the  war,  and  for  a  part  of  which  failure  of  serv- 
ice no  adequate  reai^on  waf;  ascigned  at  the  hearing.  It 
does  appear,  however,  that  the  complaints  as  to  the  failure 
of  service  were  not  made  to  Uu-  officers  of  the  company. 
We  are  quite  clearly  of  the  opinion  that  the  people  of 
Mellette  are  entitled  to  the  very  highest  class  of  service 
obtainable,  and  we  are  also  quite  clearly  of  the  opinion 
that  whenever  there  is  a  failure  of  service  the  subscribers 
-should  make  complaint  to  the  officers  of  the  company.  Very 
many  times  operators  give  little  attention  to  complaints 
against  the  service  of  the  company,  which  in  many  cases 
they  interpret,  or  rather  infer,  are  complaints  involving 
a  cliarge  of  tlicir  own  inefficiency  in  operation.  Mellette 
is  very  close  to  Aberdeen,  where  the  general  offices  of  the 
company  are  located,  [and]  whenever  the  service  reaches 
a  standard  such  as  is  disclosed  in  the  testimony  of  Mr. 
Cheatham  and  Mr.  Twaddle  we  believe  the  subscribers 
should  immediately  bring  the  matter  to  the  notice  of  the 
general  officers  of  the  telephone  company.  AVe  have,  how- 
ever, the  asFUrfmces  of  the  operating  officials  that  service 
conditions  will  and  perhaps  by  this  time  have  been 
improved. 

After  a  careful  consideration  of  all  of  the  evidence  in 
Ihis  case  wc  are  of  the  opinion,  and  find,  that  the  rates 
proposed  to  bo  installed  at  Mellette  are  fair,  just  and  rea- 
sonable rates  to  apply  in  a  city  the  size  of  Mellette,  and 
that  there  is  on  the  facts  before  us  a  need  for  additional 
revenue;  and  an  order  will  be  entered  accordingly. 

Done  in  regular  session  at  the  city  of  Pierre,  the  Capital, 
on  this  third  day  of  March,  1919. 
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Ordeb. 

In  this  case  the  Board  having  completed  its  investigation 
and  on  Uiis  date  filed  its  report  containing  its  findings  and 
conclusions,  and  being  fiiUy  advised  in  the  preimses,  and 
sufficient  cause  for  this  order  appearing ; 

It  is  ordered,  considered  and  adjudged,  That  the  Dakota 
Central  Telephone  Company  he,  and  it  hereby  is,  author- 
ized to  publish  and  put  into  eifect  at  the  city  of  Mellette 
a  schedule  of  rates  as  follows ; 

Business,  main  line,  per  month $2  25 

Residence,  tnaia  line,  per  month 1  75 

Residence,  party  line,  per  month 1  25 

Desk  seta  25  cents  per  month  ewtra,  eobject  to  a  discount  on  the  business 
and  residence  rate  of  25  cents  per  month  if  paid  in  advance  on  or 
before  the  fifteenth  day  of  the  current  montL 

March  3, 1919. 


Ill  re  Appucation  of  Dakota  Central  Telephone  Compani' 

FOE  AUTHOBFTY  TO  InCRBIASE  RaTES  AT  ABERDEEN. 

No.  3449. 

Decided  March  4,  1919. 

'  IiLcreau  In  Keaidcaca  B«t«B  Avtboriied. 

Report. 
We  h&ve  on  this  record  an  application  by  the  Dakota 
Central  Telephone  Company  to  line  up  its  residfence  rates 
with  the  rates  prevailing  for  similar  service  at  the  cities 
of  Haron,  Madison,  'Mitchell,  Sioux  Falls  and  Watertown. 
The  residence  rates  in  effect  at  Aberdeen  at  the  present 
lime  are  for  main  line  service  $1.50  net,  and  for  party  line 
service  $1.25  net,  and  the  application  is  to  put  into  effect 
j'or  main  line  residence  service  a  rate  of  $2.25,  and  for  party 
line  residence  service  at  a  rate  of  $1.75,  subject  to  a  discount 
of  25  cents  if  paid  in  advance  on  or  before  the  fifteentli 
ilav  of  the  current  month. 
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Tlie  ca^p  was  lieard  at  Aberdeen.  The  telephone  com- 
pany appeared  by  Mr.  T.  H.  Null,  its  attorney,  and  ^/r,  W. 
G.  Bickelhaupt,  its  secretary.  The  city  of  Aberdeen 
appeared  by  Mr.  George  W.  Crane,  its  attorney. 

The  Dakota  Central  Telephone  Company  has  within  the 
last  two  years  completely  remodeled,  and  it  might  be  said 
reinstalled,  its  entire  telephone  sj-stem  in  Aberdeen.  Il 
has  constructed  a  new  building  and  installed  new  telephone 
instrmnents  and  practically  an  entirely  new  exchange 
throughout.  Before  the  change  the  company  had  installed 
at  Aberdeen  a  plant  worth  $217,476.80,  and  of  this  amount 
plant  equipment  of  a  value  of  $157,660.81  has  been  dis- 
mantled and  removed,  leaving  only  of  the  old  plant  in  the 
new  structure  a  value  equivaUnt  to  $59,815.91.  The  new 
plant,  according  to  the  figures  of  the  telephone  company, 
fo?t  complc'led  $270,071.66,  intluding  the  old  plant  value 
retained.  We  have  examined  the  new-  telephone  exchange, 
and  it  might  be  said  the  entire  plant  and  equipment,  and 
iind  it  to  bo  the  most  complete  and  up  to  date  yet  installed 
in  this  State,  and  the  people  of  Aberdeen  are  to  be  con- 
gratulated upon  having  at  their  service  this  present  tele- 
phone system.  The  telephone  company  bases  its  applica- 
tion for  tlie  increase  in  its  residence  rates  on  the  necessity 
for  additional  revenue  because  of  the  increased  cost  of 
operation  arising  from  increases  in  the  costs'  of  material 
and  supplies  and  increases  in  wages,  and  they  likewise  base 
their  application  upon  the  broader  ground  that  the  rates 
sought  to  be  made  effective  are  fair,  just  and  reasonable, 
and  have  already  been  the  subject  of  an  investigation  and 
approved  for  exchanges  in  other  cities  in  this  State.  The 
company  refers  particularly  to  the  rates  in  effect  at  Huron, 
Madison,  Mitchell,  Sioux  Falls  and  Watertown.  The 
records  of  this  Board  show  that  when  the  present  system 
was  installed  at  Huron  the  rates  to  be  applied  in  connec- 
tion therewith  were  the  subject  of  an  investigation  both 
on  the  part  of  the  city  and  of  the  Board.  Hearings  were 
held  at  Huron  and  the  ease  tried  out  very  thoroughly  with 
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the  assistance  of  the  city  attorney,  and  after  such  investiga- 
tion the  rates  established  at  Huron  were  the  same  as  those 
sought  to  be  made  effective  here.  The  Mitchell  case  was 
likewise  the  subject  of  an  investigation,  and  the  same  basis 
of  rates  as  are  now  requested  to  be  put  into  effect  at  Aber- 
deen were  applied  at  Mitchell  during  the  period  of  litiga- 
tion between  the  city  and  the  company,  and  since  the  deci- 
sion of  the  Mitchell  case  by  the  Supreme  Court  of  the 
United  States  the  telephone  company  and  the  city  of 
Mitchell  have  gotten  together  and  the  same  basis  of  rates 
is  still  in  effect  at  that  point.  At  Madison  the  company  had 
a  manual  system  which  was  thought  by  the  citizens  of  Madi- 
son to  be  insufficient  and  inadequate,  and  we  have  before 
us  copies  of  agreements  made  between  the  telephone  eom- 
.  jiany  and  the  merchants  and  tlie  city  council  and  the  com- 
mercial club  and  the-  retail  merchants  association  of  the 
city  of  Madison,  which  provided  that  upon  the  installation 
of  a  modern  automatic  telephone  exchange  the  basis  of 
rates  sought  to  be  made  effective  in  Aberdeen  in  this  pro- 
ceeding should  apply  at  Madison;  and  those  rates  have 
been  in  effect  since  March  24,  1916,  at  that  point.  The 
Nortliwestern  Telephone  Exchange  Company  operates  the 
plant  at  Sioux  Fails  and  its  rates  are  on  the  same  basis 
as  those  in  effect  at  the  other  cities  mentioned.  The  rates 
at  Watertown,  wliere  the  applicant  liere  operates  the 
exchange,  were  put  into  effect  as  the  result  of  an  arbitra- 
tion and  award.  The  telephone  company  installed  its  auto- 
matic system  in  Waterto^\'n  and  applied  for  an  increase  in 
rates.  Under  a  franchise  granted  to  the  company  by  the 
city,  provision  was  made  for  arbitration  of  rate  disputes. 
Under  this  provision  the  telephone  company  selected  one 
arbitrator,  the  city  another,  and  the  two  so  chosen  selected 
a  third,  and  the  award  made  by  this  board  of  arbitration 
lesulted  in  the  putting  into  effect  the  basis  of  rates  sought 
to  be  made  effective  at  Alierdeen. 

It  is  the  contention  of  the  company,  and  of  which  we  like- 
wise have  personal  knowledge,  that  there  is  a  demand  in 
every  department  of  their  business  for  an  increase  in  wages, 
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and  we  are  quite  familiar  with  the  increase  which  has  been 
made  in  the  price  of  material  and  sapplies. 

After  a  careful  consideration  of  all  of  the  evidence  in 
this  case,  we  are  of  the  opinion,  and  find,  that  there  is  a  need 
for  additional  revenue  on  the  part  of  this  company  in 
operation  of  its  exchange  at  Aberdeen ;  that  the  rates  pro- 
)x>sed  to  he  pat  into  effect  are,  for  the  service  received  by 
the  subeeribers  of  the  Aberdeen  exchange,  fair,  just  and 
reasonable.    The  rates  are  approved. 

And  it  will  be  so  ordered. 

Done  in  regular  session  at  the  city  of  Pierre,  the  Capital, 
on  this  fourth  day  of  March,  1919. 

Obdek. 

In. this  case  the  Board  having  completed  its  investigation 
and  on  this  date  filed  its  report  containing  its  findings  and 
conclusions,  and  being  fully  advised  in  the  premiaee,  and 
sufiicient  cause  for  this  order  appearing; 

/(  is  ordered,  covsidered  and  adjudged,  That  the  Dakota 
Central  Telephone  Company  be,  and  hereby  is,  authorized 
and  empowered  to  publish  and  put  into  effect  at  its 
exchange  in  Aberdeen  a«  of  April  1, 1919,  residence  rates  as 
follows ; 

Residenee,  main  line  service,  per  month $2  25 

Residence,  party  line  service,  per  moutti 1  75 

subject  to  R  discount  of  25  cents  if  paid  in  advance  on  or  before  the  fif- 
teenth day  of  the  current  month. 
March  4,  1919. 
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In  re  Oeder  of  Suspessjon  of  Telephone  Rates,  Tolls, 
Rentals,  Chabges,  Classificatioks,  Rxtles  amd  Regu- 
lations Instituted  or  Souout  to  be  Instituted  with- 
out Complying  with  the  Provisions  of  Section  4785 
ASH  Section  4830,  Compiled  Laws  of  Utah,  1917. 

General  Order  No.  4. 

Decided  February  SO,  1919. 

Toll  Kates  and  Toll  OUsoiftetitiftiis  Fiesciibed  in  Order  No.  2496  of  the 
Postmaster  General,  Suspended. 

Order. 

It  appearing  that  on  January  2(),  1919,  there  was  offered 
for  filing  witli  the  Public  UtilitieR  Coinnii.ssion  of  Utah, 
a  certain  docninent  designated  as  "  United  States  Tele- 
graph and  Telephone  Administration — Telegraph  and 
Telephone  Service  Bulletin  No.  32,"  containing  Order  No. 
2495,  isf'ued  by  Postmaster  General  A.  S.  Burleson,  nnder 
date  of  December  13,  1918,  bj-  which  said  order  it  waa 
attempted  to  make  certain  changes  in  the  existing  tele- 
phone rates,  tolls,  rentals,  charges,  classifications,  rules  and 
regulations  applying  to  certain  classes  of  telephone  service 
w-ithin  the  State  of  L'tah,  said  changes  to  become  effective 
January  21,  1919;  and 

It  further  appearing  that  telephone  eompanies  operat- 
ing in  the  State  of  Utah  have  attempted  to  institute  changes 
in  rates,  charges,  rules  and  regulations,  as  specified  in 
said  Postmaster  General  A.  S.  Burleson's  Order  No.  2495, 
wholly  at  variance  with,  and  contrarj'  to,  the  laws  of  the 
State  of  Utah,  governing  and  controlling  such  matters; 
and  particularly  in  violation  of  Section  4785  and  of  Section 
48.30,  Compiled"  Laws  of  Utah,  1917; 
1499 
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And  it  further  appearing  to  the  Commission  that  tho 
said  Postmaster  General  has  no  anthority  in  law  to  insti- 
tute such  rates  and  charges  on  intrastate  telephone  busi- 
ness; that  such  authority  is  claimed  by  virtue  of  an  Act 
of  Congress,  the  constitutionfility  of  which  has  not  been 
passed  upon  or  determined  by  a  court  of  competent  juris- 
diction; and  that,  therefore,  the  putting  into  effect  of  said 
t^chedules  by  telephone  companies  operating  in  the  State 
of  Utah  should  not  be  allowed ; 

It  is  ordered,  That  all  changes  made  or  attempted  to 
be  made,  under  purported  authority  of  Order  No.  2495, 
relating  to  or  affecting  any  rate,  toll,  rental,  charge,  clas- 
sification or  service,  the  result  of  which  has  been  to  alter 
the  charge  or  charges  paid  for  telephone  service,  in  and 
between  points  in  the  State  of  Utah,  be,  and  they  are 
herebj',  suspended. 

Ordered  further,  That  all  telephone  corporations  operat- 
ing in  the  State  of  Utah,  shall  immediately  cease  and  desist 
from  charging,  collecting,  demanding  or  receiving  any  intra- 
i-tate  rate,  toll,  rental  or  charge  based  upon  said  Order 
No.  2490. 

Ordered  further.  That  tlie  legal  rates  and  charges  for 
telephone  sei-vice  within  the  State  of  Utah,  be,  and  the 
same  are  hereby,  declared  to  be  the  rates  and  charges  as 
legally  filed  Avith  the  Public  Utilities  Commission  of  Utah, 
in  compliance  with  the  laws  of  the  State  and  the  orders  of 
this  Commission. 

It  -is  further  ordered,  That  a  copy  of  this  order  be  forth- 
with served  upon  Postmaster  General  A.  S.  Burleson,  and 
upon  all  telephone  corporations  operating  in  the  State  of 
Utah. 

Dated  at  Salt  Lake  City,  Utah,  this  twentieth  day  oi" 
February,  1919. 
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WASHINGTON. 
Public  Service  Conumssion. 

I'uBUc  Service  Commission  et  al.  v.  The  Pacific  Tele- 
phone AND  Tei^graph  Company  and  Albert  S.  Buro:- 
sON,  Postmaster  General  of  the  United  States,  as 
Director  of  Telegraph  and  Telephone  'Systems. 

PuBUc  Servk'e  Commission  of  Washington  et  al.  v.  The 
Home  Telephone  and  Telegraph  Company  of  Spokane, 
and  Albert  S.  Burleson,  Postmaster  General  of  the 
United  States,  as  Director  of  Telegraph  and  Tele- 
phone Systems. 

No.  4747  Consolidated. 

Decided  FebTvary  13,.  1919.' 

ZncreaM  in  Ezcliuige  Batos  Antboiized  —  Oontrftct  Between  Poatmuter 

General  and  Bell  Sratem,  Oonaidered  —  41/2  Pet  Oent.  Payment 

Approved  —  Teleplione  Operation  Not  Contemplated  to 

be  Sopported  in  Whole  or  in  Part  liy  Taxation. 

On  November  6,  1918,  The  Pacific  Telephone  and  Telegraph  Company, 
which  had  heen  taken  over  by  the  President  on  July  31,  1918,  under  the 
lUsolatioQ  of  Congress  of  July  16,  1918,  and  placed  by  the  President  in 
the  hands  of  the  Postmaster  General,  filed,  with  the  approval  of  the 
Postmaster  General,  a  tariff  of  rates  which  would  generally  increase  the 
exchange  rates  of  the  Pacific  company  in  the  State  of  Washington,  The 
effective  date  of  this  schedule  was  originally  fixed  as  November  15,  1918, 
but  was  subsequently  changed  by  the  Postmaster  General  to  December  6, 
1918,  and  the  Commission  was  asked  by  the  Postmaster  General  to  pro- 
ceed to  hear  complaints  in  accordance  with  the  regular  procedure,  and 
to  dispose  of  the  matter  in  the  regular  way. 

The  Commission  considered  the  contract  of  the  government  with  the 
Bell  System,  which  contract  involved  the  approval  of  the  4Yi  per  cent, 
payment,  and  also  considered  the  book  value  of  the  plant  of  the  Pacific 
company;  the  average  plant  value  for  1914  with  net  additions  by  years 


•  On  March  13,  1919,  the  Superior  Court  of  Thurston  County,  Washing- 
ton, on  motion  of  the  petitioner  and  relator  ordered  that  a  writ  of  review 
he  issued  against  the  Public  Service  Commiission  of  Washington  requiring 
and  directing  that  the  record  in  Cause  No.  4747  be  certified  to  the  court  on 
or  before  April  10,  1919  at  the  hour  of  10 :30  a.  m. 
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to  tho  property;  the  average  exchange  plant  value  apportioned  to  com- 
muniti«s;  the  annual  net  earnings,  with  taxes  and  reserve  depreciation 
figured  at  5.72  per  cent. ;  the  annual  net  eamiugs  by  comrounities,  usins; 
the  excliange  and  30  per  cent,  of  the  toll  revenues  n-ith  tax  and  resen'e 
for  depreciation  figured  at  5.72  per  cent.,  and  the  rate  of  return  for  the 
whole  State,  and  the  rate  of  return  by  communities.  The  Commission  also 
made  a  comparative  study  of  the  income  statement  for  the  months  of 
August  and  September,  1917,  with  the  same  months  in  1918,  which  state- 
ment reflected  t\te  increased  cost  of  labor  and  material.  The  CommissioD 
further  conaidered  the  return  rcpeived  by  the  company  under  the  com- 
pensation agreement  with  the  government,  the  percentage  of  increase  in 
exchange  rates  proposed,  the  probable  reduction  in  toll  rates  resulting 
from  the  application  of  Order  No.  2495  of  the  Postmaster  Genera),  the 
increased  wages  which  were  paid  the  operators  of  the  Pacific  company 
and  the  general  character  of  the  service  furnished. 

Keld:  That  as  Congress  in  its  wisdom  saw  fit  to  empower  the  President 
of  the  United  States  to  take  over  all  telephone  and  telegraph  systems  of 
the  country',  and  as  this  authorisation  naa  a  war  measure,  the  Commission 
must  presume  that  Congress  acted  with  a  thorough  understanding  of  the 
gravity  of  the  situation,  and  that  this  condition  shll  continues,  or  Congress 
would  reverse  its  action ; 

Tliat  the  President,  nnder  the  Joint  Resolution  of  Congress,  having  taken 
control  of  the  telephone  and  telegraph  sjatems,  it  was  but  natttral  and 
logical  that  their  operation  should  be  placed  in  the  Post  Office  Depart- 
ment, as  this  is  the  department  of  coramnnications ; 

That  although,  before  the  government  took  posaesaion  of  the  telephone 
systems  of  the  United  Statrs,  the  Paciffe  company  was  endeavoring  to 
keep  away,  aa  long  as  possible,  from  increasing  ratre,  the  question  of 
Wftgcs  of  operators  was  becoming  more  intense,  and  the  wage  increase  of 
October  waa  highly  meritorious,  as  the  wages  theretofore  received  by  the 
operators  were  too  low,  and  ineompatihte  with  their  necessities,  althoa^ 
the  imperfect  telephone  service  in  the  State  of  Washington  was  far  more 
attributable  to  the  slowness  with  which  )>er3ons  called  responded  than  to 
any  lack  of  efficiency  on  the  part  of  operatcra; 

That  while  the  contract  between  the  Postmaster  General  and  the  Bell 
System  was  not  very  much  involved  in  this  hearing,  nevertheless,  after 
considerable  thought  the  Commission  found  that  the  compensation  allowed 
the  Pacific  company  for  the  use  of  its  property  on  the  coast  was  not 
unreasonable  nor  unfair,  as  it  would  yield  only  about  4%  per  cent,  on  the 
company's  book  value; 

That  the  41/2  per  cent,  payment  made  by  associate  companies  to  the 
American  company  and  approved  by  the  goremment  was  a  benrilcial 
arrangement  conducive  to  telephonic  development  and  service; 

That  the  Commission  had  no  quarrel  with  the  doctrine  that  in  war  and 
under  abnormal  conditions  companies  cannot  expect  to  earn  a  return  on 
their  investments  which  would  in  ordinary  times  be  reasonable,  but  this 
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doctrine  is  not  applicable  to  the  Pacific  company,  as  He  return  in  1915 
WBs  2.38  pOT  cent.,  in  1916,  3.85  per  eent,  in  1917,  3.93  per  cent,  and 
for  nine  months  of  1918  at  thv  rate  of  3.69  per  cent.; 

That  thoughtful  people  of  the  State  did  not  question  that  the  Federal 
Government  should  not  support  telephoce  operation  in  whole  or  in  part 
by  general  tasation,  and  that  the  tariffs  in  each  state  should  be  sufficiently 
high  to  create  an  operating  income  sufficient  to  meet  operating  eocpmsee, 
and  the  compensation  agreed  upon  between  the  Federal  Government  and 
the  various  companies  where  such  compensation  is  reasonable,  for  what 
subscribers  demand,  and  are  entitled  to,  is  an  efficient  service,  and  that 
the  money  raised  in  the  State  of  Washington  should  be  speat  in  the  State 
of  Washington,  and  fo  both  of  these  the  Postmaster  General  has  agreed; 
Tliat  the  proposed  schednle  of  rates  should  be  authorized  to  become 
effective  as  of  December  6,  1918,"  and  that  all  contracts  ia  conflict  with 
said  rates  should  be  terminated. 

FnfDIKGS. 

Tliese  causes  came  on  for  hearing  at  01ympia>  "VTashing- 
ton,  at  the  hour  of  one  o'clock  p.  m.,  on  Wednesday  the 
fifteenth  day  of  January,  1919,  before  chairman  E.  F. 
Blaine  and  commissioners  A.  A.  Lewis  and  Frank  R.  Spin- 
ning, The  Conunission  was  represented  by  H.  H.  Cleland, 
Assistant  Attorney  General;  D.  F.  McCurrach,  its  chief 
engineer;  and  E.  D.  Ridley,  accountant.  E.  J.  Delhridge, 
official  reporter  of  the  Commission,  was  also  present. 

The  parties  were  represented  as  follows: 

Complauiants:  city  of  Seattle,  Walter  F.  Meier,  corpo- 
ration counsel,  by  Thomas  J.  L.  Kennedy,  assistant  corpo- 
ration counsel;  Thdmas  F.  Murphine,  J.  J,  O'Brien  and 
E.  D.  Wettrick;  city  of  Spokane,  Alex.  Winston,  assistant 
corporation  counsel;  C.  M.  Fassett,  mayor;  and  H.  C. 
Bender,  superintendent  of  public  utilities;  city  of  Tacoma, 
U.  E.  Harmon,  corporation  eounpel ;  city  of  Yakima,  Judge 
Thomas  E.  Grady;  city  of  Ritzville,  C.  A.  Spragve. 

Respondents:  H.  D.  Pillshury,  vice  president  and  gen- 
eral attorney;  J.  T.  Shaw,  attorney;  Otto  B.  Rupp,  Seattle, 
attorney;  C.  E.  Fleager,  plant  engineer;  A.  E.  Boyles, 
assistant  rate  expert;  E.  J.  Fisher,  assistant  rate  expert; 


■  By  supplemental  order  dated  February  20,  1919,  the  efEective  date  of 
the  Commission's  order  was  changed  to  March  1,  lOlfl,  the  Postmaster 
Oeneral  consenting. 


DigilizcdbyGoO^Ie 


1504       Washington  Public  Service  Commissiok. 

W.  D.  Moore,  plant  superintendent  western  division  ot 
Washington;  H.  J.  Tinkham,  division  superintendent  of 
plant,  The  Pacific  Telephone  and  Telegraph  Company,  for 
t'astern  Washington  and  for  The  Home  Telephone  and 
Telegraph  Company  of  Spokane;  C.  E.  Hickman,  general 
manager  for  The  Home  Telephone  and  Telegraph  Com- 
pany of  Spokane;  W.  J.  Phillips,  division  commercial 
superintendent  of  The  Pacific  Telephone  and  Telegraph 
Company;  and  J,  H.  Corcoran,  division  traffic  superin- 
tendent of  The  Pacific  Telephone  and  Telegraph  Company. 

The  following  witnesses  being  sworn  and  examined,  C. 
E.  Fleager,  E.  J.  Fisher,  W.  W.  Hardinger,  W.  D.  Moore, 
J.  J.  O'Brien,  E.  D.  Ridley,  A.  E.  Boyles,  C.  A.  Sprague, 
C.  O.  Calderhead,  C.  E.  Hickman,  C.  M.  Fassett,  and  proof 
being  offered  by  tiie  respective  parties,  and  the  Commis- 
sion being  fully  advised  in  the  premises,  makes  the  follow- 
ing findings  of  fact  from  the  testimony  and  proofs  concern- 
ing The  Pacific  Telephone  and  Telegraph  Company  and 
the  Postmaster  General. 

I. 

The  Pacific  Telephone  and  Telegraph  Company  is  a  cor- 
poration owning  an  extensive  telephone  and  telegraph  sys- 
tem in  the  States  of  Washington,  Oregon  and  California, 
with  minor  operations  in  Idaho  and  Nevada;  and,  as  such 
corporation,  on  and  prior  to  the  thirty-first  day  of  July, 
1918,  was  operating  sucli  telephone  and  telegraph  system 
for  hire  in  said  States. 

II. 
Resolution  of  Congress. 

July  16,  1918,  the  Senate  and  House  of  Representatives 
of  the  United  States  of  America,  by  Joint  Resolution, 
authorized  the  President  of  the  United  States  to  take  p<K- 
session,  control  and  operate  all  telephone  and  telegraph 
lines  in  the    United  States. 

III. 
Pbestdent  Assumes  Control. 

July  31,  1918,  the  President  of  the  United  States,  under 
and  by  virtue  of  the  Joint  Resolution  mentioned  in  the 
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preceding  paragraph,  did  assume  poaseesion  and  control, 
and  did  undertake  the  operation  of  all  the  telephone  and 
telegraph  lines  in  the  United  States. 

IV. 

Pboposed  Tahipfs  Filed. 

November  6,  1918,  The  Pacific  Telephone  and  Telegraph 

Company,  with  the  approval  of  the  Postmaster  General, 

filed  with  this  Commission  certain  tariffs  numbered  W.  P. 

S.  C.  No.  2,  bearing  the  notation 

"  Effective  November  15,  1918,  unless  and  nntil  otherwise  ordered  b;  the 
Postmaster  Oeneml  o£  the  United  States,  or  otherwise,  according  to  law  ", 

wliich  tariffs,  if  effective,  would  generally  increase  the 
exchange  rates  of  The  Pacific  Telephone  and  Telegraph 
Company  in  the  State  of  Washington. 

V. 
Protests  Against  Tariffs. 
Immediately  following  the  filing  of  said  W.  P.  S.  C.  No  2 
various  protests  were  entered  against  the  proposed 
increase  in  rates,  and  telegrams  and  letters  relative  thereto 
Mere  exchanged  between  the  Postmaster  General  and  the 
Public  Service  Commission  of  Washington. 

VI. 

I^lSTRrCTIONS  PROM   POSTMASTER   GENERAL. 

November  27,  1918,  the  Public  Service  Commission  of 
Washington  received  from  the  Postmaster  General  a  tele- 
f^rani,  stating  among  other  things  as  follows : 

"  Replying  to  yonr  telegram  twenty-sixth  apparently  sent  before  you 
received  my  telegram  of  same  date  please  strike  out  from  rate  schedule 
filed  on  November  6  the  date  November  15  and  substitute  December  6  as 
the  effective  date.  Please  proceed  to  hear  complaints  in  accordance  with 
t'our  regalar  procedure  and  dispose  of  the  matter  in  the  regular 
way  "   "    "." 

VII. 

Challenge  to  Jurisdiction. 
Practically  at  the  opening  of  the  hearing  in  this  cause 
the  assistant  corporation  counsel  of  Seattle,  speaking  on 
behalf  of  the  city  of  Seattle  and  other  cities,  asserted : 
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IWuk. 
"  We  waot  t»  prcB^it  right  here  our  efaalleni^  to  tbs  joriBdictioii  of  this 
body    (the  Public   Ser%'ii!C  Commissioii  of  Waahli^ton)    to  sit  in  any 
capacity." 

VIII. 
Contract  of  Gtovernment  with  Bell  System. 
Octobei'  4,  1918,  the  Ameiioaii  Telephone  and  Telegraph 
Company,  in  behalf  of  itself  and  each  constituent  company 
of  the  Bell  System  thereafter  joining  therein,  made  a  pro- 
posal offerinf^  to  accept  the  just  compensation  named  in 
soch  proposal  for  the  supervision,  possession,  control  and 
operation  of  the  Bell  System  taken  by  the  President  of  the 
United  States  at  twelve  o'clock  midnight  on  July  31,  1918; 
said  proposal  being  accepted  October  5,  1918,  by  the  Post- 
master General  by  (h-der  No.  20^. 

October  14,  1918,  The  Pacific  Telephone  and  Telegraph 
Company,  in  writing,  indicated  to  the  Postmaster  General 
its  purpose  to  join  in  and  that  it  did  join  in  said  proposal. 
December  6,  1918,  in  furtherance  of  said  proposal,  an 
understanding  was  entered  into  between  the  American 
Telephone  and  Telegraph  Company,  under  and  by  virtue 
of  which,  The  Pacific  Telephone  and  Telegraph  Company 
was  to  receive  from  the  general  compensation  awarded  the 
Bell  System  an  annual  amount  of  $4,233,233,  subject  to 
corrections  for  errors  in  computations.  Said  amount  is, 
however,  subject  to  change  to  meet  future  conditions, 
although  not  in  a  substantial  manner.  The  contract  between 
the  Postmaster  General  and  tlie  Bell  Systejn,  and  tlie  agree- 
ment between  the  Bell  System  and  The  Pacific  Telephone 
and  Telegraph  Company,  provides  for  an  annual  deprecia- 
tioji  of  5.72  per  cent,  as  applied  to  the  book  value  of  the 
property.  The  compensation  to  the  Bell  System  as  set 
out  In  Section  7  of  the  contract  between  it  and  the  Post- 
master General  is  as  follows : 

"Section  7.  (a)  The  Postmaster  General  shall  pay  to  the  American 
company  for  each  year,  and  pro  rata  for  each  fractional  part  of  a  year 
during  the  period  of  federal  control,  an  amount  equal  to  the  sum  of  the 
following  four  items:  item  (1)  the  annual  interest  and  existing  amortiza- 
tion charges  on  all  outstanding  securities  or  obligations  of  the  Bell  System 
in  the  hands  of  the  public,  including  $48,367,200  of  the  AmericBQ  com- 
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pony's  seven-year  6  per  cent  convertible  gold  bonds,  dated  August  1, 
1918,  due  Angttst  1,  1925,  item  (2)  dividends  for  the  period  of  one  year 
upon  the  share  capital  of  the  Bell  System  outstanding  July  31,  1918,  in 
the  hands  of  the  public,  at  the^  average  rate  of  regular  dividends  paid 
thereon  during  the  three  years  ending  December  31,  1917,  which  items  (1) 
and  (2)  aggregate  $65,148,641,  subjert  to  corrections  for  errors  in  com- 
putations, if  any,  item  (3)  the  annual  charge  for  interest  aif3  dividends 
and  other  costs  of  securing  necessary  additional  capital  for  such  expendi- 
tures as  may  be  made  at  the  request  of  the  Postmaster  GTeneral,  and 
item  (4)  the  annual  charge  for  such  interest  and  dividends  as  the  Bell 
System  may  he  required  to  pay  on  new  securities  or  share  capital  issued  « 
for  the  discharge,  conversion  or  renewal  of  present  obligations,  inelnding 
sinking  fund  obligations,  and  for  additional  interest  and  charges  to  secure 
extensions  on  existing  securities. 

(b)  The  said  compensation  shall  be  pwd  to  the  American  company  in 
monthly  installments  on  the  last  day  of  each  calendar  month  during  the 
period  of  federal  control,  except  that  installments  which  have  accrued 
prior  to  the  acceptance  of  this  proposal  shall  be  payable  at  the  date  of 
such  acceptance;  such  payments  to  the  American  company  to  operate  to 
fully  satisfy  and  dischai^e  all  claims  of  the  constituent  companies  and 
each  of  them  on  account  of  the  amounts  so  paid. 

If  any  constituent  company  shall  fail  to  join  in  this  proposal,  as  pro- 
vided by  Section  12  hereof,  the  following  deductions  shall  be  made  from 
the  above  mentioned  items  (1)  and  (2). 

(1)  There  shall  be  deducted  an  amount  equal  to  the  annual  interest  and 
existing  amortization  charges,  on  all  outstanding  securities  or  obligations 
of  such  non-joining  constituent  company;  and 

(2)  There  shall  be  deducted  an  amount  equal  to  dividends  for  the  period 
of  one  year,  at  the  average  rate  paid  during  the  three  years  ending 
December  31,  1917,  upon  the  share  capital  of  such  non- joining  constituent 
company  outstanding  on  July  31,  1918." 

IX. 
4Y_>  Per  Cent.  Contract. 
Between  the  Bell  System  and  its  constituent  companies 
there  has,  for  many  years,  existed  what  is  knouTi  as  the 
414  per  cent,  contract.  This  contract  is  recognized  and 
made  a  part  of  the  agreement  bet\\'eeii  the  Bell  System  and 
the  constitutent  companies  joining  and  the  Postmaster 
General. 

X. 
The  hook  value  of  the  plant  of  The  Pacific  Telephone  and 
Telegraph  Company  System  as  of  December  31, 1917,  is  as 
foDows : 
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Real  Ettate 
Washin^u  (excluding 
Home  of  Spokane).     $1,662,415  00 

Oregon    1,050,729  00 

Idaho  

Kevada   559  00 

California 4,958,537  00 


Plant 

$17,651,367  00 

9,516,167  00 

341,187  00 

825,458  00 

60,019,003  00 


Total 

$19,203,782  00 

10,566,896  00 

341A87  00 

826,017  DO 

64,977,540  00 


TOTAL  .' $7,662,240  00      $88,253,182  00      $96,915^22  00 

XI. 

The  averagR  plant  valae  as  found  by  the  Commission  for 
rhe  State  of  Washington,  as  of, December  31,  1914,  exclud- 
ing The  Home  Telephone  and  Tel^raph  Company  of 
Spokane,  -vdih  net  additions  by  years  to  property,  as  shown 
by  hooks  of  Hie  company,  is  as  foUows : 

1915 $15,966,705  00 

1916 15,936,245  00 

1917 15,986,493  00 

1918,  nine  months 16,402,449  00 

XII. 

The  average  exchange  plant  value  as  found  by  the  Com- 
mission, apportioned  to  communities,  December  31,  1914, 
with  net  additions  by  years  to  property  as  shown  by  the 
books  of  the  company  is  as  follows: 


Nine  Months 

1915 

1916 

1917 

1918 

Aberdeen    

$235,947  00 

$241,360  00 

$262,243  00 

$263,859  00 

Almira    

2,296  00 

2,816  00 

3,865  00 

4,828  00 

Anacortes    

46,406  00 

Arlington    .... 

43,147  00 

Anbom  

21,946  00 

22,513  00 

23,378  00 

24,005  00 

Bellingham  ... 

599,233  00 

594,978  00 

594,895  00 

601,450  00 

Battl^rotmd . . 
Bothell  

1,137  00 

2,393  00 

11,997  00 

Bremerton    . . . 

30,901  00 

61,916  00 

64,409  00 

71,308  00 

Buckley    

7,163  00 

7,150  00 

7,313  00 

7,504  00 

Burlington    . . . 

30,519  00 

Centralia 

72,169  00 

73,241  00 

75,589  00 

77,382  00 

Camp    Lewis.. 

11,468  00 

35,677  00 
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Nint  Months 

1915 

191^ 

1917 

1918 

54,330  00 
14,519  00 

Cle   Elum 

12,427  00 

13,164  00 

15,632  00 

Colfas    

52,356  00 

64,822  00 

55,859  00 

55,667  00 

Colville    

18,139  00 

18,324  00 

18,980  00 

19,411  00 

Coulee   City 

2,526  00 

2,936  00 

3,617  00 

4,057  00 

CoupeviUe 

7,325  00 

Dayton    

36^36  00 

36,817  00 

37,282  00 

37,749  00 

Deer    Park 

6,332  00 

6,685  00 

7,449  00 

8,113  00 

Edison  

2,721  00 

Edwall 

1,661  00 

1,820  00 

1,977  00 

1,990  00 

Enamclaw    .... 

8,017  00 

8,826  00 

9,301  00 

9,465  00 

Ephrata 

4,720  00 

4,847  00 

5,113  00 

5,483  00 

Everett    

299,986  00 

Harring^n  .... 

7^67  00 

8,606  00 

9,593  OO 

10,044  00 

Hartline   

■781  00 

965  00 

1,168  00 

1,205  00 

Hoquiam  

78,850  00 

81,052  00 

84,146  00 

87,275  00 

Hatton 

317  00 

636  00 

637  00 

Issaquah    

4,326  00 

4,702  00 

5,366  00 

5,815  00 

Kent    

12,511  00 

25,126  00 

26,899  00 

26,745  00 

Lind     

4,902  00 

5,058  00 

5,206  00 

5,303  00 

34,388  00 
45,704  00 

Marcus    

1,891  00 

3,942  00 

2,938  00 
8,858  00 

6,029  00 
8,751  00 

Newport    

4,807  00 

9,277  00 

Northport   

3,432  00 

5,208  00 

7,070  00 

7,428  00 

North    Yakima. 

293,863  00 

300,985  00 

310,428  00 

319,987  00 

Oak  Harbor. . . . 

4,805  00 

Odessa 

5,274  00 

5,896  00 

6,676  00 

7,098  00 

Okanogan  

3,392  00 

7,076  00 

7,956  00 

8,927  00 

Olympia   

113,132  00 

123,658  00 

135,499  00 

141,417  00 

Oroville  

5,096  00 

11,213  00 

12,258  00 

Paloose   

14,898  00 

14,795  00 

14,803  00 

14,865  00 

Pasco 

11,960  00 

■25,494  00 

27,362  00 

Pateros  

2,611  00 

3,014  00 

3,239  00 

3,480  00 

Pomeroy   

29,689  00 

30,156  00 

30,887  00 

31,596  00 

Port   Blakcley. . 

9,178  00 

18,605  00 

18,882  00 

19,085  00 

Port  Madison  . . 

1,828  00 

3,615  00 

3.690  00 

3,861  00 

Port  Orchard  . . 

12,379  00 

24,841  00 

25,322  00 

26,049  00 

Raymond    

10,275  00 

21,354  00 

23,244  00 

25,136  00 

Renton    

12,986  00 

25,921  00 

26,255  00 

26,591  00 

Ritzville    

23,984  00 

25,439  00 

28,054  00 

28,906  00 

Boy  

1,743  00 

1,866  00 

1,978  00 

1,942  00 
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A^lne  Month* 
1916  1917  1918 


Riveinde 

629  00 

1,398  00 

1,552  00 

SeatUe    

6,632,435  00 

6,639,161  00 

6,743,412  00 

6,894,142  00 

Sedro  WooUey. 

39,387  00 

Shelton    

6,877  00 

7,213  00 

7,545  00 

7,679  00 

SUverdale  .... 

4,687  00 

9,430  00 

9,569  00 

9,694  DO 

Snohomish    . . . 

33,861  00 

South  Bend... 

8,059  00 

16,954  00 

16,027  00 

16,517  00 

Sprague    

11,677  00 

11,799  00 

12,010  00 

12494  00 

Sultan    

4,433  00 

Stanwood    .... 

17,558  00 

Sumner  

11,686  00 

14,900  00 

16,193  00 

16,438  DO 

Taeoma  

2,382,133  00 

2,393,933  00 

2,450,466  00 

2,512,672  00 

Vancouver    . . . 

138,453  00 

140,054  00 

146,134  00 

157,576  00 

2,971  00 
12,082  00 

WaitsburK    ... 

11,891  00 

12,190  00 

12,427  00 

Walla  Walla.. 

313,275  00 

327,514  00 

343,342  00 

356,075  00 

Wilbur    

9,868  00 

9,993  00 

10,688  00 

11,461  00 

Wilson    Creek. 

2,049  00 

2,114  00 

2,161  00 

2,122  00 

Yacolt    

2,419  00 

5,673  00 

6,011  00 

Miscellaneous  ex 

changes   

166,462  00 

167,835  00 

167,829  00 

175,242  00 

XIII. 
The  annual  net  f  araings  for  the  State  of  Wasliington  by 
years,  with  taxes  and  depreciation  at  5.72  per  cent.,  based 
upon  the  average  plant  value,  are  as  follows : 

Using  Exchange     Using  Exdiatge 
■  and  30  Per  Cent.  and  Total 


1915 

1916 

1917 , 

1918  (nine  months) . . 


Toll  Setienwe 

•$77,502  98 

43,098  77 

"49,531  15 

'136,994  55 


Toll  RevenM 
$380,407  69 
614,121  37 
627,858  27 
464,012  5S 


*  Indicates  red  figures. 


XIV. 


The  annual  net  earnings  by  communities  in  the  State  of 
Washington,  by  years,  using  exchange  and  30  per  cent,  tol! 
revenue,  with  taxes  and  depreciation  at  5.72  per  cent.,  based 
upon  average  plant  value,  are  as  follows : 
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Nine  Month* 

1915 

1916 

1917 

1918 

Aberdeen    

"$200  17 

$3,593  19 

•$7,886  01 

•$6,177  42 

Almira    

190  02 

136  42 

145  58 

•614  37 

Anacortes    

•5,849  97 

•3,860  55 
•115  90 

Auburn    

•121  14 

•300  25 

•915  57 

Bellingham   .... 

'14,412  16 

'11,987  93 

•8,876  77 

•6,942  26 

Batfl^ronnd . . . 

■265  16 

•906  06 

•347  22 

'1,829  85 
•3,254  50 

Bremerton     

•4,456  70 

•3,485  29 

■2,671  13 

Buckley 

•2,228  03 

•2,019  65 

•2,213  09 

■1,939  09 

•4,215  02 
2,697  74 

Centralia 

2,176  68 

'1,313  51 

'1,041  94 

Camp    Lewis... 

'1,036  00 

•8,134  96 

Chehalis    

1,516  15 

1,008  95 

1,358  59 

Cle   Eluni 

•1,473  18 

'1,400  98 

'1,842  23 

1,990  09 

Colfax     

1,904  84 

2,797  69 

1,284  86 

■485  90 

Colville    

•617  60 

•183  07 

■800  06 

•2,269  37 

Coulee   Citv.... 

178  27 

204  36 

101  14 

'189  24 

Coupeville 

Darton    

•645  29 

706  87 

241  12 

■296  46 

Deer   Park 

•3,443  63 

•1,617  01 

■3,772  80 

'3,587  46 

Edison   

■427  21 

Edwall 

'133  56 

•78  12 

•99  20 

•109  69 

Gaumclaw     

•599  22 

'206  08 

•790  03 

•417  34 

Ephrata 

•177  52 

•220  51 

125  70 

38  24 

'6,892  52 
'532  44 

Harrington 

209  81 

•1,149  29 

•1,584  90 

Hartline    

•156  03 

'165  00 

•337  54 

•236  15 

Hoquiam 

6,128  56 

8,580  56 

5,657  09 

3,156  89 

Hatton 

■40  68 

'718  77 

•205  59 

Issaquah   

•788  21 

•836  37 

•615  85 

•935  05 

Kent    

'1,152  85 

'1,622  58 

•538  10 

•117  82 

391  42 

'3,877  52 

134  58 

7  49- 

Monroe    

Marcos    

127  05 

■      ^724  67 

Medina    

'436  81 

'126  44 

Newport    

'1,253  17 

•1,165  59 

•1,510  77 

'1,348  21 

Northport 

'1,263  03 

•1,044  52 

■1,069  65 

'834  07 

North    Yakima. 

11,161  65 

16,438  59 

3.855  09 

2,593  64 

Oak  Harbor. . . . 

•1,029  17 

*  Indicates  red  figures. 
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[Wash. 
Nine  Vanlftt 

191S  1916                  1917                  1918 

Odessa '608  23  '605  06          '1,214  87         •1,216  74 

Okanogan   "369  64  'H  94          "1,696  38         '1,451  17 

Olympia    4,990  58  6,222  60           2,249  64           3,421  16 

Oroville '704  97          "1,950  32         '1,965  58 

Palouae    "1,683  26  "1,555  92          "2,490  74         "2,096  40 

Pasco 1,287  58           1,637  96              899  70 

Pateros   '790  31  "514  32           '519  07           '431  48 

Pomeroy    "749  63  "681  44         '1,098  80         '1,512  31 

Port   Blakeiey..        "1,342  43  '4,344  66          "2,804  64         '1,980  89 

Port  Sladison  . .           "337  16  "872  71            "637  16            '486  00 

Port  Orchard  . .        '1,463  38  '3,319  35          "2391  16         "2,558  56 

Raymond    '581  78  "425  67          2,506  61          2,419  51 

Renton    "1,276  62  '1,811  46          '1,301  50         '1,222  57 

Eitzville "238  37  273  65              "79  02            "392  66 

Roy    -462  52  "20  90            "192  68            '257  12 

Riverside "455  31          "1,099  27            '629  87 

Seattle     257,566  32  302,107  82       235,^8  66       226,942  79 

Sedro  Woolley. .        "4,033  04     

Shelton    "467  75  "761  87            "898  32          "1308  98 

Silverdale   901  71  '2,255  03          "2,205  41          '2,491  46 

Snohomish    '4,528  96     

Sonth  Bend....           "351  63  '1,438  71          "1,215  62              248  79 

Spragne    "610  04  '430  96          "1,168  15            '891  36 

Sultan   '1,951  75     

Stanwood    '3,625  54     

Sumner    "4,256  67  "2,467  45         "2,449  51          '2,267  84 

Tacoma    "30,754  03  2,049  07         "7,482  43          '8,618  46 

Vancouver    ....        '2,264  09  '2,927  66          '8,001  48          '6,302  24 

Vashon    '637  16     

Wiutsbuig    ....        '1,108  04  "814  60          "1,182  56          "1,020  76 
Walla  Walla...        16,386  59  .       21,332  79         18,580  16         11,638  30 

WUbur    '375  38  "119  07            '670  80          '1,337  00 

Wilson    Creek..           '299  47  '323  35            "314  79            "452  82 

Yaeolt    '958  04          "1,877  64          "1,573  44 

Miscellaneous  ex- 
changes         "24,571  04  "18,176  50         '9,749  07          "9,372  38 


*  Indicates  red  figures. 

XV. 

The  rate  of  return  in  the  State  of  Washington,  based 

upon  the  rate  base  as  found  by  the  Conmiiasion  as  of 
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December  31, 1914,  with  net  additions  by  years,  using  aver- 
age plant  valae  is  as  follo-ws : 

Using  Exchange  Using  Exchange 

and  30  Per  Cent.  and  Total 

Toll  Revenue  Toll  Revenue 

Per  Cent.  Per  Cent. 

1916 "0.49  2.38 

1916 0.27  3.86 

1917 '                 '0.31  3.93 

1918 "1.11  3.M 

XVI. 
The  rate  of  return  by  conmiunitios  in  the  State  of  Wash- 
ington based  upon  the  rate  base  as  found  by  the  Commis- 
Mon  as  of  December  31,  1914,  with  net  additions  by  years, 
using  average  plant  value  is  as  follows: 

1915  19X6  1917  1918 

Per  Cent.  Per  Cent.    Per  Cent.  Per  Cent. 

Aberdeen "0.08  1.49  "3.13  "3.12 

Almira 0.83  4.81  "3.77        '16.83 

Anacortes   "12.58 

Arlington    "8.95 

Auburn   "0.53 

Bellingham  "2.41 

Battleground    

Bothell "15.25 

Bremerton    "10.53 

Buckley  "31.10 

Burlington    "13.81 

Centralia 3.74 

Camp  Lewia 

Chehalia    

Cle  Elum   "11.85 

Colfax   3.64 

Colrille        "3.40 

Coulee  City   7.06 

Coupeville "12.70     

Dayton    "1.78  1.92  0.65  '1.06 

Deer  Park •54-.38        "24.19        "50.65        "59.00 

Edison  '15.70     


•0.54 

•1.82 

"5.08 

•2.02 

•1.49 

•15.38 

"23.31 

•36.43 

•18.37 

•7.20 

•5.41 

"5.00 

•28.25 

■30.26 

•34.48 

2.97 

■1.74 

"1.80 

"9.03 

•30.95 

5.67 

1.86 

3.27 

•10.64 

•12.69 

•16.96 

5.10 

2.30 

"1.16 

"0.85 

•4,22 

■15.58 

6.96 

2.79 

"6.23 

•  Indicates  red  figures. 


DigilizcdbyGOOglc 


ir)14       Washington  Public  Service  Commission. 

[ffast 
1915  1916  1917  1918 

Per  Cent.  Per  Cent.    Per  Cent.  Pn  Cnt. 

Kdwnll  "8.04  "4.29  *b.V2         *7.35 

KnmndHW  *7.47  '2.33  '8.49         '5.90 

Ki.hrntn 'S.Tfi  "4.55  2.46  .93 

Kvinvlt    -2.30 

EliirmKt.m  '7.13 

Hiirtlim-    'IS. 98 

lliMiiunm  7.77 

Hnmm 

Issiu|iinn *I8.22 

KMit    '9-21 

Um\   3-91 

M.mnH'    *\\.-i» 

M.miit  Wvimn  •12.35 


XoMh  Yakiti 


•2.44 

"11.98 

•21.115 

•17.10 

•28.90 

-26.15 

10.59 

6.72 

4. S3 

•12.93 

"113.01 

■43  1ft 

•17.79 

•11. 4& 

•21.41 

•6.46 

•2.  OS 

•5.N 

2.66 

0.14 

6.77 

*;W.S)I 

•21>.H> 

•l.i-14 

3.'«« 

.1.46 

1.24 

•21.47 

•I1..V1 

•10.27 

•!-.::> 

•10.!" 

•«t.7*^ 

•a  r-^ 

4.42 

5.i'l 

I  w 

•i.i.N.; 

"IT  4, 
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•9.70 

•10.97 

5.41 

4.36 

•6.27 

•15.57 

•14.56 

•28.45 

'3:i.lO 

•34.90 

Public  Service  Com.  et  al.  v.  The  PAtiFu;  T.  &  T.  Co.     1515 
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19iS  191S            1917            1918 

Per  Cent.  Per  Ccut.    Per  Cent.  Per  Cent. 

Sprague    •5.22  •3.65           *9.72  .        "9.74 

Sultan    "44.02     

Stanwood    '20.64     

Sumner  'U.Se  •15.12          •3.03        "18.40 

Taeoma    •I. 29  .085             ".30            '.45 

VaDcouver    "1.65  "2.10           "5.47           '5.33 

Vashon    .■ "21.44     

Waitsburg '9.32  ■6.74 

Walla  Wallfl    5.23  0.51 

Wilbur    "3.80  "1.19 

Wilson  Creek "14.59  "15.27 

Yflcait  •■.ia.eo 

Miscellaneous  exehanftes   ...         '14.76        •10.82  •S.SO  ^7.12 

;  XVII. 

The  following  is  a  comparative  income  statement  for  the 
State  of  Washington  for  the  months  of  August  and  Sep- 
tember, 1917  and  1&18,  reflecting  increased  costs  of  labor 
and  material : 

August  ntiel  September 
1917  1918 

Exchange  rovenne $513,295  96  $552,913  33 

Toll  rovenae 18:i,243  83  204,676  48 

Miscellaneous  revenue   13,0.30  39  14,666  11 

Licensee  revenue •24.647  14  "27,651  08 

TOTAL  REVENUE   $684,923  04  $744,604  84 

Oiwrating  expenses   358,004  44  399,289  47 

Taxes 38,047  24  44,608  56 

Depreciation 152,404  56  156,370  00 

-    TOTAL  EXrEK8E8 $548,456  24  $600,268  03 

Amount  earned    $136,468  80  $144,336  81 

Avenge  plant  value $15,986,493  00  $16,402,449  00 

Per  cent,  earned .85  .88 


"  Indicates  red  figures. 
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[WmIl 

xvnL 

The  data  set  forth  in  Paragraphs  X.  to  XVII.,  inclusive, 
was  gathered  by  tlie  exjjcrts  of  the  Public  Service  Commis- 
sion of  Washington  from  the  books  of  The  Pacific  Tele- 
phone and  Telegraph  Company,  and  the  annual  reports  of 
this  Commission.  Set  np  in  another  form,  and  covering 
somewhat  different  period  of  operation,  The  Pacific  Tele- 
phone and  Telegraph  Company  has  produced  and  intro- 
duced as  evidence  several  schedules.  From  these  schedules 
they  have  made  the  folloM'ing  condensed  statement  which 
forms  part  of  the  proofs  in  this  case: 

State  of  WABmNOTON,  Ykab  1019. 

EaTI  HATES. 

Abbas  Pbofobtional  to  Hate  Babe  Value. 


1.  Ratobue 

2.  Rev«nuet 

3.  Expenaea 

4.  Net  nvenUBB 

5.  Return,  per  cent. 

6.  Per  cent,  of  total 

SeaitU 

Toe<ma 

1 

2 

. . .  »7,386,323  00 

$7,386,323  00 

2,493,500  00 

2,111,400  00 

382,100  00 

5,17 

430 

12,574,438  00 

568,000  00 

619,300  00 

•51,300  00 

1-99 

16.0 

Yak, 

t2. 574, 438  OO 

3 

...     2,111,40000 
126,700  00 

619,360  00 

BMin, 

ten,  165  00 

140.100  00 

125,700  00 

14,400  00 

2.36 

3.6 

ffoTuiom 

$332,675  00 

104,400  00 

104,820  00 

•430  00 

•.13 

1.9 

Walla 

2 

3 

4 

5 

6 

112.300  00 

125,700  00 

•13,400  00 

•2.19 

3.6 

AUrdetn- 

128.TD0  00 

10t.S20  0D 

23.880  00 

$88 

WaHa 

9363,670  00 

134,900  00 

117,010  00 

17,890  00 

4.92 

2.1 

$365,856  00 

106,000  00 

94,355  00 

11,645  00 

3-19 

2.1 

1365.658  00 

2 

108,700  00 

119.350  00 

4 

5 

6 

•8,300  00 
•2.28 
2.1 

24,905  00 

a  1 

•  buUcktes  led  figune. 
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PnterU  Propottd  Preitnt  Propo»ed 

1 81,330,374  00  Jl,330,374  00  14,203,892  00  t«, 203, 892  00 

2 485,960  00  582,366  00  1,042,000  00  tl,045,300  00 

3 599,880  00  599,880  00  488,000  00  t4SS,000  00 

4 •113,920  00  •17,516  00  654,000  00  t657,300  00 

5 '8.56  '1.32  13.17  tl3.25 

6 7.8  7.8  24,5  t24,5 


Preienl  Frojuned 

117,167,995  00    117,167,995  00 

4,765,460  00       5,325,015  00 


XIX. 

Valuation  of  Pbopebty. 
The  total  book  valne  of  The  Pacific  Telephone  and  Tele- 
graph Company's  property  in  Washington,  Oregon,  Idaho, 
Nevada  and  California,  including  The  Home  Telephone  and 
Telegraph  Company  of  Spokane,  is  $95,915,422.  Of  this 
fum  $19,203,782  reprosciits  the  book  valuta  of  the  properties 
of  The  Pacific  Telephone  and  Telegraph  Company  and  The 
Home  Telephone  and  Telegraph  Company  of  Spokane  in  the 
State  of  Washington.  Practically  20  per  cent,  of  the  total 
property  bf  The  Pacific  Telephone  and  Telegraph  Company 
is  'in  the  State  of  Washington.  As  the  government  is  to 
pay  The  Pacific  Telephone  and  Telegraph  Company,  under 
Ihe  agreement  with  the  Postmaster  General,  $4,233,233,  in  a 
Rense,  Washington's  share  of  this  compensation  would  be 
$846,647.  In  its  1919  estimate,  The  Pacific  Telephone  and 
Telegraph  Company  considers  $884,703  as  compensation 
for  its  property ;  this  would  be  a  rate  of  return  upon  the 
property  in  Washington,  exclusive  of  Spokane,  of  5.15  per 
cent.  The  foregoing  book  value  is  different  in  Washington 
from  the  rate  base  found  by  the  Commission  plus  net  addi- 
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lions  by  years.  The  rate  base  in  Washington  with  net 
iidditions  by  years  as  of  December  31,  1918,  three  months 
of  1918  being  estimated,  is  $16,641,145.  The  estimated  net 
additions  for  the  year  1919  are  $1,053,700,  or  a  total  as  of 
December  31,  1919.  of  $17,694,845,  making  an  average  for 
the  year  1919  of  $17,167,995. 

XX. 

Additions  to  Property  1919. 
Of  the  estimated  net  additions  to  property  for  1919,  the 
greater  proportion  thereof  is  allotted  as  follows : 

Seattle $653,600  00 

Tacoma    49,500  00 

Vancouver    17,400  00 

Walla  Walla    14,700  00 

Aberdeen  and  Hoquiam 10,800  OO 

Bellinghara 9,600  00 

Yakima    9,550  00 

Olympia    5,100  00 

XXI. 

Return  under  Compensation  Agreement. 
The  book  value  of  the  holdings  of  The  Pacific  Telephone 
and  Telegraph  Company's  Pacific  Coast  System  is 
■195,915,422.  The  compensation  to  be  allowed  for  the  com- 
pany's Pacific  Coast  holdings  is  $4,233,233,  or  a  rate  of 
rHurn  of  4.41  per  cent. 

XXII. 
Percentage  of  Increase  Proposed. 
The  estimated  percentage  of  increased  rates  on  exchange 
.•service  under  Tariff  W.  P.  S.  C.  No.  2  is  16.8  per  cent 

XXIII. 

Reduction  in  Toll  Rates. 
On  December  13,  1918,  the  Postmaster  General  promul- 
gated his  General  Order  No.  2495,  to  become  effective  Jan- 
uary 21, 1919,  under  and  by  virtue  of  which  he  did,  in  sub- 
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stance,  establish  a  new  schedule  of  toH  rates,  which,  among 
other  things,  lengthened  the  initial  period  of  certain  calls 
and  provided  reduced  night  rates,  the  effect  of  which  is  to 
iodiice  the  toll  seiTice  income,  and  this  reduction  is  esti- 
mated at  $68,851  tor  the  year  1919. 

XXIV. 

Ik<;reased  Wages. 
As  of  October  16, 1918,  the  wages  of  ^11  operators  of  The 
Pacific  Telephone  and  Telegraph  Company  were  advanced 
20  per  cent.,  estimated  $300,000  for  the  year  1918.  This 
advance  did  not  greatly  affect  the  operating  expenses  of 
1918,  but  will  materially  increase  the  operating  expenses 
of  1919.  We  find  no  advance  in  the  salaries  of  officials  and 
heads  of  the  principal  operating  departments.  During  the 
war  period  there  has  been  a  constant  increase  in  cost  of 
material.  The  evidence  tends  to  show  that  while  there  may 
be  a  drop  in  raw  material  no  appreciable  lowering  of  prices 
is  anticipated  in  manufactured  articles  during  the  imme- 
diate future. 

XXV. 

Service  Investigations. 
Preceding  the  hearing  in  this  cause  the  Commission  insti- 
tuted a  study  of  the  telephone  service  in  various  exchanges 
in  the  State  -wiih  the  following  result: 


Location 

Number 
ofCalU 

Antaeri, 
StcoruU 

Called 
Par(» 

Angwert, 
SeanuU 

Operalor 

DuconnecU, 
SKOfuU 

41 
28 
8 
36 
24 
72 
42 
10 

3.98 
3.88 
7.25 
4.22 
4.08 
4.23 
4.43 
4.20 

26.22 
28.58 
25,00 
25.14 
38.46 
20.99 
25.59 
24  50 

4.07 

CnntnXu, 

4.71 

Vancouver 

4.90 
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At  the  instance  of  the  Commission  several  well  known 
firms  in  the  State  of  Washington  made  a  test  of  their 
telephone  service,  among  others  being  the  McClincoek- 
Trunkey  Company,  Wholesale  Grocers,  Spokane.  They 
report  as  follows: 

"  We  have  called  up  6  difFerent  business  flrms  at  intervals  between  ten 
and  twelve  o'clock  this  morning.  From  the  time  the  Home  Company 
operator  accepted  the  call  until  the  operator  at  the  other  end  of  the  line 
responded  it  was  as  follows: 

Maxwell  21 13  seconds 

Maxwell  1442   10  seconds 

Riverside  51    10  seeonds 

Riverside  2364    18  sefonds 

Riverside  123   11  seconds 

Main  183  10  seconds 

We  consider  this  most  excellent  service." 

IIolley-Mason  Hardware  Company  of  the  same  place, 
after  making  a  test,  states: 

"  We  consider  the  telephone  service  very  satisfactory  and  have  no  com- 
plaint to  make  so  far  as  service  is  concerned,  but  we  do  feel  that  the  chai^res 
are  more  than  they  should  be." 

Burroughs  Adding  Machine  Company  of  Spokane, 
reports  the  following  time  in  getting  central : 
6  seconds 
35  seconds 
4  seconds 
4  seconds 
2  seconds 
6  seconds 

John  W.  Graham  and  Company  of  Spokane,  concludes: 
"  We  consider  the  telephone  service  entirely  satisfactorj',  and  have  no 

complaint  to  make  so  far  as  servic*  is  ooneemed." 

At  Yakima,  Yakima  Iron  Works  report  for  completed 
calls  as  follows: 
1      minute 
IY2  minutes 

1/2  minute 

1/2  minute 

Ys  minute 
1      minute. 
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The  United  States  Reclamation  Service  at  the  same  point 
reports  completed  calls  as  follows: 

1  minute 

2  minates 

1  minute 

2  minutes 

1  minute 

2  minntea 

The  Mercy  Amusement  Company  of  Yakima  reports 
parties  secured  as  follows; 

20  seconds 
30  seconds 
10  seconds 
12  so«onds 
23  seconds 

21  scvonds 

Subsequent  to  the  hearing,  owing  to  an  editorial  appear- 
ing in  one  of  the  leading  newspapers  of  tlie  Sta/te  attacking 
the  creditahility  and  judgment  of  one  of  the  witnesses  at 
the  hearing  called  by  the  Commission,  and  ■wdiieh  editorial 
also  reflected  upon  the  operators  of  the  exchanges,  we 
caused  a  further  study  to  be  made,  with  the  following 
result : 

Telephone  Service  Test,  Seattle,  Jakuaby,  1919. 

Operator  Operator 

Number  of        Aii^irers,  Disconnects, 

Calls               Seconds  Seconds 

Post  Intelligencer 10                3.65  4.55 

The  Times 12                3.83  4.33 

Merchants  Exchange 12                3.50  4.25 

Arctic  Cinb  ... i 10                4.25  4.85 

Union  Record    12                3.70  4.30 

Star 12                4.54  5.96 

TOTAL    68 

Average 3.90  4.69 

Opinion  and  Order. 

We  fully  realize  the  gravity  of  Ihe  situation  under  which 

we  are  laboring.    The  order  which  we  are  about  to  enter 
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in  this  case  \\ill  increase  Uie  telephone  bills  of  nearly 
350,000  patrons  in  the  State  of  Washington.  Against  these 
patrons  stands  only  the  Postmaster  General  of  the  United 
States,  and,  independent  of  any  increase  of  telephone  rates, 
he  is  being  assailed  from  many  angles.  We  are  inclined  to 
think  that  not  all  complaints  entered  against  him  are  well 
founded.  Congress,  in  its  wisdom,  saw  fit  to  empower  the 
President  of  the  United  States  to  take  over  all  telephone 
and  telegra])h  systems  of  the  country.  As  this  authoriza- 
tion was  a  war  measure,  we  nmst  presume  that  Congress 
acted  with  a  tliorough  understanding  of  the  gravity  of  the 
situation,  and  that  this  condition  still  continues  or  Con- 
gress would  reverse  its  at^tion.  The  PresideTit,  under  the 
Joint  Resolution  of  Congress,  having  taken  control  of  the 
telephone  and  telegraph  systems,  it  was  but  natural  and 
logical  that  their  operation  should  be  placed  in  the  Post- 
office  Depai'tment,  as  this  is  the  department  of  conmaunica- 
tions.  Before  the  government  took  possession  of  the  tele- 
phone system^  of  the  United  States,  this  Commission  knew 
that  The  Pacific  Telephone  and  Teli^raph  Company  was 
endeavoring  to  keep  away,  as  long  as  possible,  from 
increasing  rates. 

The  question  of  wages  of  operators,  however,  was 
becoming  month  by  month  more  intense,  and  for  quite 
a  long  period  the  Commission  was  of  the  opinion  from 
information  generally  gathered  that  the  wages  of  the 
operators  were  too  low  and  incompa-tible  with  their 
necessities,  and  we  are  firmly  convinced  that  the  wage 
increase  as  of  October  was  highly  meritorious.  The 
study  made  by  this  Commission  clearly  indicates  that 
the  telephone  operators  of  the  State  of  Washington  are  on 
a  par  with  the  operators  in  other  parts  of  the  United  States. 
A  perusal  of  tlie  study  set  forth  in  a  foregoing  paragraph 
clearly  demonstrates  that  the  fault  of  an  imperfect  tele- 
phone service  in  the  State  of  Washington  is  far  more 
attributable  to  the  slowness  in  which  persons  called  respond 
than  to  any  lack  of  efficiency  on  the  part  of  the  operators. 
Persons  who  refuse  to  answer  their   'phones  promptly 
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should  appreciate  the  fact  that  their  delay  and  other  like 
delays  force  upon  an  operator  the  supervision  of  many 
uncompleted  calls,  and  a  single  jarring  word  uttered,  under 
yuch  circumstances,  to  an  operator  may  disconcert  and 
confuse  her  in  properly  handling  her  work  in  hand. 

While  the  contract  between  the  Postmaster  General  and 
the  American  Telephone  and  Telegraph  Company,  or  the 
Bell  System  and  its  constituent  companies  joining,  is  not 
very  much  involved  in  this  hearing,  we  have  nevertheless 
given  it  considerable  thought  and  can  not  see  in  what  man- 
ner it  can  be  said  that  the  compensation  allowed  The  Pacific 
Telephone  and  Telegraph  Company  for  the  use  of  its  prop- 
erty upon  this  coast  is  unreasonable  or  unfair.  Taking  the 
valuation  as  found  by  the  Commission  as  of  December  31, 
1914,  and  adding  thereto  the  additions  and  betterments, 
and  dividing  this  sum  by  the  number  of  telephones  in  this 
State,  which  is  143,853,  shows  a  value  per  'station  of  $144.84, 
Applying  this  cost  per  station  to  the  total  number  of  sta- 
tions of  the  Pacific  company's  system,  which  is  714,931, 
shows  a  value  somewhat  greater  than  the  book  cost  of 
$95,915,423;  therefore,  we  are  safe  in  assuming  that  the 
value  of  $95,915,422  of  the  company's  holdings  in  the  five 
states  is  approximately  correct.  At  this  value  the  com- 
l>cnsation  allowed  The  Pacific  Telephone  and  Telegraph 
Company  for  its  property  gives  a  rate  upon  the  $95,915,422 
of  41/^  per  cent.  The  government  has  approved  of  the 
usual  4V2  per  cent,  contract  made  between  the  Bell  System 
and  its  constituent  companies.  At  a  large  expense  this 
Conimissifln  several  years  ago  made  a  thorough  investiga- 
tion of  this  contract,  but  at  that  time  entered  no  order  con- 
cerning it.  We  have  reached  the  conclusion  that  it  is  a 
beneficial  arrangement  conductive  to  telephone  develop- 
ment and  service.  A  number  of  other  state  commissions 
have  analyzed  and  discussed  it,  and  in  the  main  have  sup- 
ported it.  When  we  consider  the  property  owned  by  The 
Pacific  Telephone  and  Telegraph  Company  in  the  State 
of  Washington,  and  the  rate  base  heretofore  determined 
by  this  Commission,  the  net  additions  thereto  by  years,  and 
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the  proposed  increase  in  rates  under  the  Postmaster  Gfen- 
t'ral's  Tariff  W.  P.  S.  C.  No.  2,  which  is  calculated  would 
give  a  rate  return  of  6.20  per  cent.,  we  can  not  deem  this 
rate  of  return  other  than  reasonable.  It  is  true  that  this 
rate  of  return  is  somewliat  more  than  the  rate  of  return 
provided  by  the  contract  of  the  Postmaster  General  for  the 
use  of  The  Pacific  Telephone  and  Telegraph  Company's 
property  in  this  State,  but  this  margin,  which  has  been  esti- 
■  mated  at  $179,847,  is  not  excessive  in  a  business  that  may 
be  at  a  peak  particularly  as  to  toll  earnings  with  little  or 
no  hope  of  a  fall  in  wages,  and  but  a  slight  prospect  of  a 
reduction  in  the  cost  of  manufactured  articles.  A  study 
of  the  operating  revenue  of  The  Pacific  Telephone  and 
Telegraph  Cotnpauy  during  1918  clearly  demonstrates  that 
the  increase  in  earnings  has  almost  wholly  arisen  from 
the  toll  service,  and  we  arc  forced  to  conclude  that  the  speed 
of  the  war  period  will  slacken  and  the  mail  will,  to  an  appre-  " 
ciable  extent,  take  the  place  of  the  long  distance  message. 
In  one  of  the  briefs  filed  in  this  cause  it  is  declared  that 

"  in  war  and  under  abDormaJ  (conditions  companies  cannot  expect  to  earn 
a  return  upon  their  investments  which  would  in  ordinary  times  be  de^Ded 
reasonable," 

and  the  cases  cited  in  support  of  this  doctrine  are: 
He  Holyoke  Street  Railuay  Company,  P.  U.  E.  1918-B,  212; 
Be  Empire  Gas  and  Electric  Company,  P.  U.  B.  1918-D, 
i)12;  Re  HaverhUl  Gas  Light  Company,  P.  U.  R.  1918-B, 
151;  Re  Long  Island  Railroad  Company,  P.  V.  R.  1918- A, 
t;49;  Re  Home  Telephone  Company,  P.  U.  R.  1918-C.  489.' 
We  liave  no  quarrel  with  the  doctrine  so  announced,  but 
to  appreciate  its  applicability  to  the  facts  now  before  this 
Commission,  let  us  examine  those  eases.  The  Holyoke  Case 
holds  that  under  the  abnormal  conditions  caused  by  a  state 
of  war,  the  stockholders  of  a  street  railway  utility  ought 
not  to  expect  a  dividend  rate  higher  than  6  per  cent.  As 
the  Pacific  company  is  receiving  only  ^%  per  cent,  from  the 

*  See  Commission  Lenllet  No,  77,  p,  1022, 
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Federal  Government  and  the  government  will  not,  in  all 
probability,  earn  6  per  cent,  upon  the  rate  base  in  this  State 
under  the  proposed  rates  the  Holyoke  Case  would  appear 
to  be  in  favor  of  the  government's  contention.  In  the 
Empire  decision,  it  is  stated, 

"  It  b  estimated  these  rat«8  will  afford  such  an  increase  in  revenue  and 
should  insure  the  payment  of  interest  on  the  fnnded  debt  and  dividends 
upon  the  preferred  stock.  They  should  also  provide  a  moderate  aarplns 
available  for  dividends  on  the  common  stock." 


This  is  compatible  with  the  position  of  the  government 
in  the  case  at  bar. 

In  the  Haverhill  Case  this  language  is  used: 

"  It  was  elearly  stated  at  the  bearings  that  the  company  desired  an 
increase  of  16  cents  per  thousand  feet  in  order  to  enable  it  to  continue  to 
pay  a  9  per  cent,  dividend.  In  view  of  the  history  of  this  company  I  am 
nnwilling  that  it  should  receive  such  an  award." 

The  Long  Island  Case  concerned  an  overbuilt  plant  that 
had  only  a  future,  as  no  dividends  had  ever  been  paid,  and 
the  Commission  uses  this  language; 

"  At  the  hearings  no  pretense  was  made  to  an  advance  in  rates  to  yield  a 
higher  profit  than  had  been  earned  in  previous  years." 

In  the  Home  Telephone  Case'  the  Commission  states: 

"  Here  is  a  company  that  has  experienced  a  most  unusual  prosperity. 
Its  past  years  have  all  been  fat  years.  At  this  time  of  national  need 
when  men  and  institutions  arc  called  upon  to  sacrifice  as  they  have  never 
sacrifled  before  —  when  the  full  loaf  is  no  longer  asked  or  given  —  would 
it  not  be  proper  to  ask  if  necessary  (which  it  ia  not)  that  the  company 
now  resort  to  the  surplus  of  previous  years  and  make  up  for  any  partial 
loss  of  profits  if  necessary  from  the  excess  profits  of  the  past?  " 

If  this  case  has  any  applicability  to  the  Pacific  company 
which  earned  in  191!i  in  the  State  of  Washington  2.38  per 
cent.;  in  1916  3.85  per  cent;  1917,  3.93  per  cent.;  and  1918 
(9  months)  at  the  rate  of  3.69  per  cent,  per  annum,  we  fail 
to  appreciate  it. 


•  See  Commission  Leaflet  No.  77,  p.  1022. 

DigilizcdbyGOOglc 


1526       Washington  Public  Service  Commission. 

[Wasb. 

Thirty  per  cent,  of  all  toll  earnings  is  credited  to  the 
eommunlties  originating  the  outgoing  messages.  The  tes- 
timony in  this  case  reveals  the  fact  that  all  lines  used  for 
toll  service  between  exchanges  are  treated  as  a  part  of  the 
toll  plant,  and  the  value  of  the  toll  plant  has  never  been 
apportioned  to  the  conimuinities  as  has  the  exchange  plant ; 
thus  some  of  the  percentages  shown  by  the  exhibits  of  the 
Commission  where  the  total  revenue  of  toll  service  for  the 
nine  months  of  1918  wa-s  apportioned  to  the  communities, 
and  the  toll  plant  was  not  apportioned,  establishes  a  per- 
centage without  reference  to  a  true  rate  base. 

The  Postmaster  General  has  seen  fit  to  reduce  certain  toll 
rates  in  this  and  other  states.  While  the  rate  of  return 
upon  toll  service  is  high,  and  the  rate  of  return  upon 
exchange  service  is  low,  we  are  nevertheless  of  the  opinion 
that  the  toll  service  can  better  stand  the  high  rates,  and 
there  will  be  less  friction  in  maintaining  a  toll  service  there- 
under than  under  a  marked  increase  in  exchange  rates. 
We  are,  however,  not  disposed  to  disturb  Tariff  W.  P.  S.  C. 
No.  2  (which  covers  exchange  only)  on  this  ground.  We 
have  found  it  necessary  on  two  different  occasions  to  sus- 
pend Tariff  W.  P.  S.  C.  No.  2.  In  each  instance  we  have 
stated  that  any  order  which  we  might  make  would  relate 
back  to  December  6,  1918,  and  we  will  so  word  this  order. 
If  this  leads  -to  a  complication  in  billing  for  past  service 
we  will  entertain  an  application  of  the  Postmaster  General 
to  make  this  order  effective  from  some  distinct  billing  date. 

We  are  led  to  believe  from  the  testimony  that  the  pro- 
posed increase  of  rates  of  The  Home  Telephone  and  Tele- 
graph Company  of  Spokane  was  not  so  fully  considered  as 
it  should  have  been,  and  before  rendering  a  decision  in  that 
case  it  is  probable  that  further  testimony  should  be  taken. 
The  government,  however,  in  dealing  with  The  Pacific  Tele- 
phone and  Telegraph  Company,  has  considered  the  coast 
as  a  whole,  and  had  we  considered  Spokane  in  this  opinion 
and  calculated  the  return  in  that  city  based  upon  the  Post- 
master General's  proposed  tariff,  our  figures  would 
materially  change.     The  $179,847  margin  would  shrink  to 
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!t40,881.  If,  in  a  further  consideration  of  the  Spokane  sit- 
uation the  Postmaster  General's  tariff  for  that  city  should 
be  modified  and  substantially  reduced,  the  $40,881  may 
disappear. 

We  believe  that  the  thoughtful  people  of  our  State  do  not 
question  that  the  Federal  Government  shall  not  support 
telephone  operation  in  whole  or  in  part  by  general  taxation, 
and  that  the  tariffs  in  each  state  should  be  sufficiently  high 
to  create  an  operating  income  sufficient  to  meet  operating 
expenses  and  the  compensation  agreed  upon  between  the 
Federal  Government  and  the  various  companies  where  such 
compensation  is  reasonable.  What  our  people  demand  and 
are  entitled  to  is  an  efficient  ser\ace  and  that  the  money 
raised  in  the  State  of  Washington  shall  be  spent  in  this 
State.  These  two  factors  are  agreed  upon  between  the 
Postmaster  General  and  this  Commission  as  evidenced  by 
communications. 

Wherefore,  it  is  ordered,  That  each  and  all  protests  to 
the  Postmaster  General's  Tariff  W.  P.  S.  C.  No.  2  of  The 
Pacific  Telephone  and  Telegraph  Company  be,  and  the  same 
are  hereby,  overruled ;  and 

It  is  further  ordered,  That  the  Postmaster  General's 
Tariff  W.  P.  S.  C.  No.  2  of  The  Pacific  Telephone  and  Tele- 
graph Company  shall  become  effective  as  of  date  December 
(i,  1918  ;•  and 

/i  is /urifefir  orrfer(?rf,  That  all  contracts  in  conflict  with  the 
rates  provided  for  in  Postmaster  General's  Tariff  W,  P. 
S.  C.  No  2  of  The  Pacific  Telephone  and  Telegraph  Com- 
pany be  terminated. 

Witness  tiie  Public  Service  Commission  of  Washington 
this  thirteenth  day  of  February,  1919.t 

*  By  supplemental  order  dated  February  20,  1919,  the  effective  date  of 
the  Cominissioa's  order  was  changed  to  March  1,  1919,  the  Postmafiter 
General  consenting, 

t  Tariff  W.  P.  S.  C.  No.  2  of  The  Home  Telephone  and  Tele^aph  Com- 
pany of  Spokane  was  suspended  on  February  20,  1919,  for  thirty  days 
from  February  26,  1919,  the  Postmaster  General  consenting. 
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Public  Service  Oommission. 

In  re  Application  of  the  Romney  Consolidated  Telephon>; 
Company  and  The  Chesapeake  and  Potomac  Tele- 
phone Company  of  West  Virginia  fob  Authority  to 
Change  Toll  Rates. 

Case  No.  716. 

Decided  February  20,  1919. 
lucnaae  in  Toll  Bates  Avthoiind. 

Opinion  and  Order. 

This  day  this  cause  came  on  to  be  finally  heard  upon  the 
joint  application  and  petition  of  the  Romney  Consolidated 
Telephone  Company  and  The  Chesapeake  and  Potomac 
Telephone  Company  of  West  Virginia,  for  authority  to 
change  certain  telephone  toll  rates,  in  the  said  application 
and  petition  fully  set  forth ;  upon  notice  of  said  application, 
duly  published  and  posted,  aa  required  by  an  order  of  this 
Commission,  made  herein  on  the  third  day  of  April,  1918; 
upon  the  petition  and  protest  of  David  Gr.  Martin  and 
others;  upon  the  petition  and  protest  of  James  W.  Cars; 
kadon  and  other;  upon  the  protest  of  the  Mineral  Coimty 
Farm  Bureau;  upon  the  petition  and  protest  of  D.  A. 
Arnold  and  others ;  upon  the  informal  protest  of  C.  K.  Wil- 
son, Jr.,  F.  L.  Baker,  Jacob  E.  Miller,  and  Homer  D. 
Likens ;  upon  tlie  evidence  taken  and  exhibits  filed,  both  on 
behalf  of  the  said  petitioners  and  the  said  protestants,  and 
upon  the  report  of  George  E.  Taylor,  assistant  engineer  of 
this  Commission,  filed  on  the  tenth  day  of  July,  1M8 ; 

And,  upon  consideration  of  all  whereof,  it  appearing  to 

the  Commission  that  said  protests  and  objections  to  the 

change  of  rates  proposed  by  said  application  and  petition 

are  directed  ehietiy  to  the  faulty  and  defective  service  ren- 
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dered  by  said  Romney  Consolidated  Telephone  Company 
rather  than  to  the  increase  in  toll  rates  that  would  result 
from  putting  into  effect  the  changes  proposed  by  said  appli- 
cation and  petition; 

And,  it  further  appearing  to  the  Commission  that  the  said 
Bomney  Consolidated  Telephone  Company  has,  pursuant 
to  the  recommendation  of  the  assistant  engineer  of  this 
Commission  and  in  accordance  with  the  informal  request 
heretofore  made  by  the  Commission,  since  the  coming  in  of 
said  report,  greatly  improved  the  character  of  the  service 
rendered  by  it  by  replacing,  repairing  and  improving  its 
switchboards  and  trunk  lines,  and  in  other  respects  comply- 
ing with  the  recommendation  of  the  said  assistant  engineer ; 

And,  it  further  appearing  to  the  Commission  that  the 
tolls  and  charges  now  in  effect  are  insufficient  to  pay  the 
said  Romney  Consolidated  Telephone  Company  a  fair 
return  upon  the  value  of  its  plant  and  property  devoted  to 
the  public  ser\'ice,  after  making  due  allowance  for  deprecia- 
tion and  the  increased  cost  of  operating  expenses,  and  that 
the  tolls  and  charges  proposed  to  be  put  in  effect  by  said 
application  and  petition,  considei-ing  the  improved  service 
now  being  rendered  and  the  further  improvements  noM' 
being  made  and  contemplated,  are  just,  fair  and  reasonable ; 

It  is,  therefore,  ordered,  That  the  said  Romney  Consoli- 
dated Telephone  Company  and  The  Chesapeake  and  Poto. 
mac  Telephone  Company  of  West  Virginia  be,  and  they  are 
hereby,  permitted  to  put  into  effect,  charge,  collect  and 
receive  joint  rates,  tolls  and  charges  for  telephone  service 
not  to  exceed  the  following: 

SCHEDUI-E  A. 
Keyser,  Weal  Virginia. 

Burlington,  West  Vii^nia $0  10 

Capon  Bridge,  West  Virginia 25 

Moorefield,  West  Virginia 25 

Petersburg,  West  Vii^nia 25 

Romney,  West  Virginia 15 

Springfield,  West  Virginia 15 
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Springfield,  Weet  Virginia. 

Berkeley  Springs,  West  Vii^inia f)  30 

Blaine,  West  Virginia 25 

Charles  Town,  West  Virginia 35 

Hedg^sville,  West  Virginia 3C 

Inwood,  West  Virginia 30 

Keyaer,  West  Virginia 15 

Martinsbui^,  West  Virginia .-  30 

Paw  Paw,  West  Virginia 16 

Piedmont,  West  Virginia 20 

Shepherdstown,  West  Vi^^nia 35 

Tunnelton,  West  Virginia 50 

Augusta,  West  Virginia. 

Berkeley  Springs,  West  Vii^nia 25 

Blaine,  West  Vii^nia 25 

Charles  Town,  West  Virginia 35 

Hedgesville,  West  Virginia 30 

Inwood,  West  Vii^nia 30 

Keyser,  West  Virginia 20 

Martinsburg,   West  Vii^nia 30 

Piedmont,  West  Virginia - 25 

ttowiesburg,  West  Vii^nia 45 

Shepherdstovm,  West  Virginia 35 

Terra  Alta,  West  Virginia 40 

Levels,    West    Virginia. 

Berkeley  Springs,  West  Virginia 25 

Durbin,  West  Virpnia 1  45 

Harpers  Ferry,  West  Vir^nia 40 

Hedgesville,  West  Vit^nia 26 

Inwood,  West  Virginia 25 

Keyser,  West  Virginia 20 

Kingwood,  West  Virginia 45 

Martinsburg,  West   Virginia 25 

Shepherdstown,  West  Virginia 35 

Rock  Oak,  West   Virginia. 

Berkeley  Springs,  West  Vii^nia 35 

Charles  Town,  West  Virginia 40 

Harpers  Ferry,  West  Vii^nia 46 

Hedgesville,   West  Virginia 40 

Inwood,  West  Virginia 40 

Keyser,  West  Vii^nia 26 

Martinsburg,   West   Virginia 40 
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Paw  Paw,  West  Vii^nia 25 

Piedmont,  West  Vir^nia 25 

Rowlesbnrg,  West  Virginia 40 

Shepherdstown,  West  Virginia 45 

Tunnelton,  West  Vii^nia , 45 

Slauesville,  West  Virginia. 

Berkeley  Springs,  West  Vii^nia 20 

Blaine,  West  Virginia 30 

Charies  Town,  West  Vii^nia 30 

Harpers  Feny,  West  Virginia 35 

Hedgesvilie,  West  Virginia 25 

Inwood,  West  Virginia 25 

Keyser,  West  Vii^nia 25 

Kingwood,   West  Vii^nia 45 

Martinsbnrg,  West  Virginia 25 

Piedmont,  West  Virginia 25 

Rowlesburg,  West  Virginia 60 

Sliepherdstown,  West  Vii^nia 30 

Terra  AUa,   West  Virginia 45 

Three  Churches,  West  Virginia. 

Berkeley  Springs,  West  Virginia 30 

Blaine,  West  Virginia 25 

Charles  Town,  West  Virginia 35 

Hedgesville,   West  Virginia 30 

Inwood,   West   Vir^nia 30 

Keyser,  West  Virginia 20 

Martinsbnrg,   West  Virginia. . .' 30 

Paw  Paw,  West  Virginia 15 

Piedmont,  West  Virginia 20 

Shepherdstown,  West  Vii^nia 35 

The  foregoing  rates  shall  become  eflfective  from  and 
after  the  first  clay  of  March,  1919,  and  continue  until  the 
further  order  of  the  ComTnission. 

It  is  further  ordered,  That  said  Bomney  Consolidated 
Telephone  Company  and  The  Chesapeake  and  Potomac 
Telephone  Company  do  file  with  the  secretary  of  this  Com- 
mission, on  or  before  the  first  day  of  March,  1919,  proper 
tariffs  in  accordance  with  the  rates  and  charges  hereby 
allowed. 

February  20,  1919. 
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WISCONSIN. 

Railroad  Oommission. 

In  re  Applicaton  of  Menomohee  Falls  Telephone  Com- 
pany FOR  Authority  to  Increase  Bates. 


Decided  February  12,  1919. 

Incnasfl  in  B^tes  AuthoriMd  —  Fenaltios  for  DoUyed  payment  Approved 

—  EsUblisliment  of  Toll  Bates  in  Lien  of  Free  Inteicbange 

of  Service  Antborieed. 

Apiiticanl  sought  authority  to  iueitssp  its  mtcs. 

The  Coniniission  found  that  the  applieanl's  estimate  of  rcproduetion 
cost,  $26,149,  was  a  fairly  corrcet  estimate  of  tlie  property's  reproduction 
value,  and  would  be  used  in  estimating  the  anionnt  of  flxed  ehai^es  to  be 
borne  by  the  applicant's  subsoribere;  that  considering  applicants  plant 
as  to  physical  condition,  extensions  of  service  and  increases  in  traffic,  the 
plant  eould  not  be  oj>erated  for  a  less  sum,  considering  increases  in  the 
cost  of  lalwr  due  to  wage  increases,  than  $5,878;  that  $3,430  should  be 
allowed  for  depreciation  and  return  on  investment,  and  including  taxes 
there  would  be  total  revenue  requirements  of  approximately  $9,.'308. 

Held:  That  in  lieu  of  the  present  free  interchange  of  service,  apiJlicant 
should  chai^  a  toll  rate  of  10  cents  on  each  3-minutc  message,  with  5 
cents  for  each  additional  2  minutes  or  fraction  thereof,  between  Menomo- 
nee  Falls  and  its  connecting  exchanges,  and  on  all  such  messages  the 
exchange  originating  the  call  should  retain  25  per  cent,  of  the  message 
revenue  and  the  remainder  should  be  divided  between  the  companies 
owning  the  line  over  which  the  message  was  sent  in  proportion  to  the 
miles  of  wire  owned  by  each; 

That  before  placing  the  above  toll  charge  in  effect,  the  conipanies  con- 
cerned in  the  ownership  of  toll  lines  involved  should  provide  clear  metallic 
circuits  between  exchanges  and  definitely  decide  upon  the  point  where 
the  ownership  of  one  company  ceased  and  that  of  the  other  commenced, 
and  arrangements  should  also  be  made  for  the  clearing  of  all  toll  revenue 
for  specific  periods  of  time.  Upon  the  acceptance  by  the  Commission  of 
the  arrangements  for  the  clearing  of  toll  revennes,  the  toll  rates  would 
become  efEeetive; 
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That  from  the  new  toll  rat«s  the  revenoes  would  be  approxiiDately 
$450,  and  adding  to  this  $308.16  for  commissions  on  long  distance  mes- 
sages, there  would  be  left  $8,750  to  be  met  by  local  exchange  revenues; 
and  inasmuch  as  the  proposed  schedule  would  produce  leas  revenues  than 
the  estimated  expenses,  it  should  be  authorized  in  full,  except  for  minor 
details  not  materially  affecting  the  total  revenues; 

That  the  exchange  rates  should  be  payable  quarterly  in  advance  and 
should  carry  a  penalty  chai^  of  25  cents  per  month  for  not  to  exceed 
three  months,  such  charge  to  be  waived  tor  prompt  payment  in  accord- 
ance with  the  rules  of  the  company.  Failure  to  pay  a  bill  within  the 
quarter  in  which  service  was  being  given  would  render  a  subscriber  liable 
to  disconnection,  and  the  regular  reconnection  chaise  should  he  made 
before  service  was  restored ; 

That  the  |>ractice  of  collecting  a  terminating  charge  on  all  long  distance 
messages  destined  to  applicant's  subscribers,  was  unreasonable,  and  should 
cease  on  March  1,  1919,  the  effective  date  of  the  order. 

Opinion  akd  Decision. 
Tlie  Menomonee  Palls  Telephoiif  Company  filed  its  appli- 
cation to  increase  rates  with  the  Conunission  on  May  15, 
1918.  The  applicant  is  a  duly  organized  corporation  oper- 
ating a  telephone  utility  in  and  about  the  village  of 
Menomonee  Falls,  Wisconsin.  It  sets  forth  in  its  applica- 
tion that  its  legal  rates  as  now  charged  are  as  follows : 

Per  Month 

Main  line  business  telephone $1  75 

Party  line  business  telephone 1  25 

Main  line  residence  telephone 1  60 

Party  line  residence  telephone 1  00 

Eural  line  telephone 1  00 

The  company  applies  to  the  Commission  for  authority  to 
increase  these  rates  for  the  reason  that  the  revenues  under 
the  present  rates  are  not  suilicient  to  pay  operating 
expenses  and  allow  for  a  reasonable  return  on  the  invest- 
ment.   The  following  rates  are  requested  by  the  company : 
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Per  Month 

Main  line  business $2  00 

Two-party  line  business 1  75 

Extension  'j>hone,  talking  only , 60 

Main  line  residence 1  50 

Two-party  line  residence 1  35 

Four-party  line  residence 1  25 

Extension    'phones    50 

Extension  bells    25 

Rural  business 1  75 

Rural  residence  1  50 

Rural  main  line  (within  3y2  miles  radius  of  exchange) S  00 

Desk  sets  for  residence  and  mral  subscribers,  extra 25 

All  rates  payable  quarterly  in  advance,  with  a  billing  penalty  of  25 
cents  {>er  month,  same  to  be  deducted  for  payments  on  or  before  the 
fifteenth  day  of  the  second  month  of  the  quarter  in  which  service  is  given. 
Reconnecting  charge $1  00 

Toll   rates: 

Between  Menowionee  Falls  and  Sussex 10 

Between  Menomonee  Falls  and  Hubertus 10 

Between  Menomonee  Falls  and  Freistadt 10 

A  hearing  was  held  pursuant  to  notice.  July  19,  1918,  at 
Madison,  Wisconsin.  The  following  appearances  were 
entered : 

J.  A.  Pratt  and  C.  W.  Eraser  for  the  Menomonee  Falls 
Telephone  Company ;  J.  C.  Brandt  and  W.  H.  Edwards  for 
the  Lisbon  Telephone  Company;  John  A.  Schwafbach  and 
Henry  Suelflov  on  behalf  of  tho  Ozaukee-Washington 
Telephone  Company. 

Tlu'  applicant's  exchange  is  located  in  the  village  of 
Menomonee  Falls.  Its  switchboard  is  of  the  magneto  type 
and  has  a  capacity  of  100  lines,  96  of  which  are  equipped 
and  assigned  to  service.  Long  distance  connections  are  had 
over  three  tninks  connected  with  the  Milwaukee  office  of  the 
Wisconsin  Telephone  Company.  Local  toll  connections  are 
had  over  single  trunks  with  each  of  the  following  adjacent 
exchanges:  Freistadt  of  the  Ozaukee- Washington  Tele- 
phone Company ;  Sussex  of  the  Lisbon  Telephone  Company, 
and  Hubertus  of  the  Hubertus  Telephone  Company.    The 
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service  over  these  local  toll  lines  is  free  and  unlimited  with 
tJie  exception  of  the  trunk  to  Friestadt,  where  a  10-cent 
charge  is  made  on  messages  in  one  direction  and  5  cents  on 
those  in  the  reverse  direction. 

We  set  forth  in  Tables  I.  and  11.  below  data  relating  to 
the  distribution  of  lines  and  subscribers  at  the  applicant's 
cxchangp. 

TABLE  NO.  I. 
Line  and  Pols  Data. 

LocuJ  Rwal  Toll 

Number  ofliiiBB 59          33  4 

Miles  at  poles 5          73.25  • 

Milesofwire 83  3S0  t 

'Joint  with  run)  leads, 
t  Not  reported. 

TABLE  NO.  II. 

SvsecniBCB  Data. 


B^^.. 

«..«™, 

Kim.1 

purtli 

Tue. 

?£ 

T-DMi 

0,,- 

Tiro- 

ft 

pattv 

TMal 

Sub- 

Mumb«D(>ufa 

16 

IS 

.. 

7B 

' 

• 

» 

72 

306 

456 

Property. 

The  applicant  has  submitted  a  detail  of  the  property  used 

in  giving  sei-vice  to  its  subscribers.    The  final  summary  of 

the  estimate  of  the  value  of  this  property  appears  in  the 

following  table: 
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TABLE  NO.  III. 

FtNU.  SUMKABT  or  VALCATIOtl. 


LocoJ 

Aural 

Total 

525 

200 

S3,886 

525 

200 

$30,423 

1,050 
400 

TOTAL 

S4,611 
692 

$17,262 
2,589 

3;2S1 

TOTAL 

95,303 
995 

119,851 

'995 

$6,298 

U9,851 

$26,149 

r  eDgmeering,  miperintaiideoce, 


The  above  total  value  represents  an  average  cost  of 
$54.25  per  telephone.  While  this  unit  is  higher  than  the 
average  obtained  from  several  valuations  of  similar  plants 
made  by  the  Commission,  it  is  not  a  maximum,  and  it  no 
doubt  represents  a  fairly  correct  estimate  of  the  property's 
reproduction  value.  It  will  be  used,  therefore,  in  estimat- 
ing the  amount  of  the  fixed  charges  to  be  borne  by  the 
applicant's  subscribers. 

The  company's  financial  condition  as  of  December  31. 
1917,  is  set  forth  in  the  following  copy  of  its  balance  sheet. 

TABLE  NO.  IV. 
Baiance  Shbbt. 

Cost  of  plant S21 ,381  SO 

Cash  on  hand 2,447  S7 

Aecounta  receivable 1 ,  295  75 

Materials  and  supplies.-..  1,092  83 


DepreciAtioi 

Notes  payable 

Accounts  payable . . , 
Accrued  tiabilitisB . . 
Surplus 


$26,217  95 


2,986  43 

5,200  00 

2,436  23 

491  60 

103  60 

$26,217  95 


Income  Accounts. 
The  revenues  and  expenses  of  the  applicant  for  the  years 
1913  to  1917  inclusive  are  reproduced  in  Table  No.  V. 
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TABLE  NO.  V. 
Income  Accounts. 


Penod 
Ending 

Ptri„d  Ending 

Dfwmftn- 

;,"7ST 

D^™tfr 

?,'",-!? 

Optrating  Ratnutt: 

"SIS 

'342  60 

SB. 324  05 
315  82 

15,881  85 

15.782  73 

IS.e47  05 

M.0T7  50 

»S,88fl  29 

gfi,324  01 

"^Ti'Jm^"" 

■iSISS 

II 

"•'■'is 

1,076  83 

tesi  50 

059  03 
340  60 

"liSIS 

724  17 

1,22.-.  24 

t3,333  U 

»5,0IJ4  88 

•?:!SS 

''203  04 

TOTAL  OPIIIlATlHn  SXPENKH. . , 

H. 483  08 

ie,8es  28 

t4,t87  61 

I6.T23  35 

10.782  01 

Net  opentiDC  revenue  or  deficit 

11.403  97 
7.00 

7.70 

te28  78 
7. OB 

o.ee 

•»56  25 

The  increase  in  the  cost  of  operation  per  telephone  for 
the  last  two  years'  operation  is  due  to  an  increase  in  the 
ninomit  and  post  of  Ial)or  at  the  applicant's  exchange.  We 
note  that  the  payroll  for  the  year  ending  December  31, 
1915,  was  $2,258.90;  for  1916,  $3,271.72;  and  for  1917, 
$4,139.23.  The  increases  represented  in  these  amounts  are 
equivalent  to  an  increase  per  telephone  of  $2.28  for  1916 
and  $1.90  for  1917;  or  the  increase  in  the  cost  of  labor  for 
the  two  years  is  $4.18  per  telephone  as  compared  with  th& 
total  unit  increase  of  $4.57,  leaving  39  cents  to  offset  the 
increase  in  the  cost  of  materials.  This  amount  would  be 
readily  absorbed  in  the  increased  cost  of  batteries  alone. 

Information  at  hand  shows  that  the  costs  of  operation 
for  1918  will  exceed  those  of  1917.  It  may  be,  however, 
that  tlie  expense  of  1918  is  somewhat  abnormal  due  to 
existing  conditions;  but  after  carefully  considering  the 
applicant's  plant  as  to  physical  condition,  extensions  of 
service,  and  increases  in  traffic,  we  do  not  believe  tliat  the 
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plant  can  be  operated  for  a  less  sum  than  that  represented 
in  the  expenses  for  the  year  ending  December  31,  1917, 
plus  such  increases  in  the  crats  of  labor  as  are  -dne  to  wage 
increases  granted  during  the  last  six  months  of  1918.  Thi.s 
consideration  will  give  a  total  of  approximately  $5,878 
]or  operating  expenses. 

Interest  and  depreciation  will  in  our  opinion  require 
about  $3,430  per  year.  This  amount  is  computed  on  the 
reproduction  cost  of  the  property  as  it  appears  in  the 
tabulation  in  Table  No.  III.  Provision  for  taxes  will 
bring  the  total  revenue  requirements  to  approximately 
$9,508. 

Heretofore  practically  all  local  tolls  have  been  upon  a 
free  connection  basis  or  such  other  basis  as  yielded  little  or 
no  revenues  to  the  connecting  companies.  This  free  service 
has  resulted  in  a  congestion  of  traffic  on  the  local  con- 
necting lines  and  has  required  a  large  amount  of  labor 
on  .the  part  of  tlie  companies  for  which  they  have  received 
no  compensation.  It  is  the  desire  of  the  applicant  and  its 
connecting  companies  that  tliis  condition  be  corrected  and 
that  such  tolls  be  established  for  local  toll  messages  as  wiU 
at  least  partially  compensate  the  companies  for  t^eir 
investments  and  labors. 

After  duly  considering  the  matter,  we  are  of  the  opinion 
that  a  10-cent  charge  otU'  eaieh  Simimite  message  iwith 
5  cents  for  each  additional  2  minutes  or  fraction  thereof, 
between  Menomonee  Falls  and  its  connecting  exchanges 
will  be  reasonable.  On  all  such  messages  the  exchange 
Qriginating  the  call  should  retain  25  per  cent,  of  the  mes- 
sage revenue,  and  the  remainder  should  be  divided  between 
Ihe  companies  owning  the  line  over  which  the  message  is 
sent  in  proportion  to  the  miles  of  wire  owned  by  each. 

Before  placing  any  such  charge  in  effect,  however,  the 
companies  concerned  in  the  ownership  of  the  toll  lines 
involved  should  provide  clear  metallic  circuits  between 
exchanges  and  definitely  decide  upon  the  point  where  the 
ownership  of  one  company  ceases  and  that  of  the  other  com- 
mences.   Arrangements  should  also  be  made  for  the  clear- 
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ing  of  all  toll  revenueB  for  specific  periods  of  time.  These 
arrangemepts  should  be  duly  reported  to  the  Commission 
and,  upon  the  acceptance  of  them  by  the  Commission,  th(i 
toll  rates  may  become  effective. 

In  cor*sidering  the  revenues  necessary  to  meet  the 
expenses  of  the  applicant's  plant,  we  have  taken  into  con- 
sideration an  estimate  of  the  revenues  that  should  ariso 
from  the  administration  of  local  toll  charges.  This  amount 
we  place  at  $450  annually.  The  commissions  on  long  dis- 
tance messages  are  reported  for  1917  as  $308.18,  making 
the  total  estimated  toll  earnings  $758.18,  and  leaving  $8,750 
to  be  met  by  local  exshange  revenues. 

The  practice  of  collecting  a  terminating  charge  on  all 
long  distance  messages  destined  to  the  applicant's  sub- 
scribers is  in  our  opinion  unreasonable,  and  should  cease 
with  the  effective  date  of  this  order.  This  matter  has  been 
dwelt  upon  in  other  decisions  of  the  Commission  and  rea- 
sons given  for  denying  its  continuance.  See  16  W.  R.  C. 
R.  819-826,  In  re  Application  of  the  Elroy  Telephone  Com- 
pany*, long  distance  service. 

The  schedule  of  rates,  as  requested  by  the  applicant, 
applied  to  present  list  of  subscribers,  ■ft'ill  produce  the  fol- 
lowing revenues: 

Annual 

Class  of  Service                                    Number  of  Annual  Estimated 

Business:                                                 Subscribers  Rpte  Revenues 

One-party 16  $24  00  $.184  00 

Two-party 18  21  00  1,323  00 

More  than  two-party 45  

Besidpnce : 

One-party  2  18  00  36  00 

Two-party 8  16  20  129  60 

Fonr-party   62  15  00  930  00 

Rural  305  18  00  5,490  00 


8,292  60 


Inasmuch  as  the  proposed  schedule  produces  less  reve- 
nues than  the  estimated  expenses,  it  will  be  authorized  in 


'  See  Coniniission  Leaflet  No.  49,  p.  450. 
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full,  excepting  for  minor  details  which  do  not  materially 
affect  the  toll  revennes. 

It  is,  therefore,  ordered,  That  the  applicant,  the  Menom- 
oiiee  Falls  Telephone  Company,  be,  and  the  same  hereby 
is,  authorized  to  discontinue  its  present  scliedule  of  rates 
and  to  substitute  therefor  the  following  rates  and  charges: 

Exchange  Rates 

Net  Per 
Business :  M&tith 

One-party  $2  00 

Two-party 1  75 

Extension    60 

Residence : 

One-party  1  50 

Two-party 1  35 

Four-party   1  25 

Extension   'phones 50 

Extension   bells 25 

Rural  business 1  75 

Rural  residence.. 1  50 

Desk  sets  on  residence  or  rural  lines  10  cents  extra  per  montb. 
Rural  private  line  business,  part  time  service,  $5.00  net  per  month. 
Reconneeting  eharge,  $1.00. 

Toll  Rates: 

Between  Menonionee  Falls  and  Sussex 90  10 

Between  Menomonee  Palls  and  Hubertus 10 

Between  Menonionee  Falls  and  Freistadt 10 

Toll  connections  to  be  established,  revenues  collected 
therefrom,  and  adjustments  made  as  provided  for  in  the 
body  of  this  decision. 

It  is  further  ordered,  That  rates  shall  be  payable 
quarterly  in  advance,  and  all  exchange  rates  shall  carry 
a  penalty  charge  of  2.5  cents  per  month  for  not  to  exceed 
three  month."*,  such  charge  to  be  waived  for  prompt  pay- 
ments in  accordance  with  the  rules  of  the  company.  Failure 
to  pay  a  bill  within  the  quarter  in  which  service  is  being 
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given  renders  a  snbEcriber  liable  to  disconnection,  and  the 
regular  reconneetion  charge  shall  be  made  before  service 
is  restored. 

Rates  shall  be  effective  Mareli  1, 1919,  excepting  as  other- 
wise provided  in  the  body  of  this  decision. 

Dated  at  Madison,  Wisconsin,  this  twelfth  day  of  Feb- 
ruary, 1919. 


/n  re  Application  of  La  Parge  Telephone  Company  fok 

AXTTHORITY  TO  INCREASE  RaTES. 

TT-1036. 

Decided  February  20, 1919. 

Incnue  in  Biuineai,  BMidonc*  and  Bnnl  Batea  Authorized  —  Dlsconnt 
for  Prmnpt  Pajmont  Approved. 

Applicant  sought  authority  to  increase  its  rates  for  service  in  and 
around  La  Farpe  where  it  was  chai^ng  a  rate  of  $1.00  per  telephone,  per 
nionth,  for  all  classes  of  service. 

The  hook  value  of  the  plant,  as  corrected  by  the  CcHnmisBion,  was 
$16,679.64  and  the  actual  expenses  for  the  first  nine  months  of  1918  were 
$2,782.69  wliile  the  nvennes  were  $3,955.49,  leaving;  available  $1,172.80  for 
reserve  fur  depreciation  and  return  on  investnient  which  was  at  the  rate 
of  $1,563.73,  or  9.4  per  cent,  of  the  book  value,  per  year;  that  for  the 
year  ending  September  30,  1918,  the  amount  available  for  reserve  for 
depreciation  and  return  on  investment  had  been  but  9.73  per  cent. 

Held:  That  the  schedule  of  rates  prescribed  by  the  Commission  classify- 
ing rates  aeeording  to  service  into  business,  residence  and  rural  and  into 
individual  line  and  party  line  rates,  would  be  fair  and  reasonable,  although 
the  increases  were  not  as  high  as  asked  for  by  the  company,  since  it  would 
provide  such  additional  revenue  as  would  be  necessary  in  this  case; 

That  a  discount  of  25  cents  per  month  for  prompt  paj-ment  should  be 
authorized. 

Opinion  and  Decision. 

This  application  was  filed  with  the  Commission  Novem- 
ber 12,  1918.  The  applicant  operates  a  telephone  utility 
Curnishing  local  and  rural  service  in  and  around  La  Farge, 
iWisconsin,  at  a  rate  of  $1.00  per  telephone,  per  month, 
for  all  classes  of  service.    The  application  sets  forth  that 
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the  present  rates  are  inadequate  to  provide  for  the  depre- 
ciation of  the  property  and  yield  a  reasonable  retnm  on 
the  investment,  and  authority  is  asked  to  discontinue  thv 
present  schedule  and  to  substitute  the  following: 

Per  Month 
Gross  Net 

Business   telephones $1  75  $1  50 

Residence  telephones 150  125 

the  difference  between  tke  gross  and  net  rates  to  constitute  a  discount  for 
payment  of  bills  during  the  current  month. 

Rural  subscribers  on  existing  lines,  $1.50  per  quarter  with  discounts 
as  follows  —  for  payment  during  the  firet  month  of  the  quarter,  75  cents; 
for  payment  during  the  second  month,  50  cents;  for  payment  during  the 
third  month,  25  cents;  the  gross  rates  to  become  net  if  bills  are  not  paid 
by  the  end  of  the  quarter. 

Exlensioo  telephones $0  50  per  month 

Extension  bells 25  per  month 

In  connection  with  the  application  the  company  filed  witli 
tlie  Conunission  an  exliibit  setting  forth  the  results  ol' 
operation  for  the  first  nine  months  of  1918,  together  with 
the  condition  of  the  company  at  the  beginning  and  at  the 
end  of  that  period.  AVe  also  have  available  the  report  oi 
llie  company  for  the  calendar  year  1918.  Following  is  a 
summary  of  revenues  and  expenses  as  reported  for  the 
nine  months  ended  September  30, 1918,  and  for  the  calendar 
year,  together  wiUi  a  statement  for  the  last  three  month.« 
of  tlie  year,  which  is  the  difference  between  the  figures  for 
Ihe  other  two  periods. 


DigilizcdbyGOOglc 


Applicatiok  of  La  Faboe  Telephone  Company.    1543 


Nine  Months  Year  Three  Months 

Ended  Ended  Ended 

September  December  December 

30, 1918  31, 1918  31, 1918 

Operating  Revenues: 

Exchange  telephone  earnings..      $3,650  90  $4,6T7  61  $1,026  71 

Earnings  from  connecting  lines          304  59  416  9G  112  37 

TOTAL  OPERATING  REVENUES      $3,955  49  $5,094  57  $1,139  08 

Operating  Expenses: 

Central  office $717  08  $1.129  72  $412  64 

Wire  plant 900  40  1,079  93  179  53 

Substation 947  10  1,139  70  192  60 

General 23  31  26  31  3  00 

XTndbtributed 289  08  451  00  161  92 

TOTAL  OF  ABOVE $2,876  97         $3,826  66  $949  69 

Taxes  122  91  156  20  33  29 

OPERATING  EXPENSES  BETOBE 

DEPRECIATION   $2,999  88        $3,982  86  $982  98 

There  are  apparently  some  errors  in  the  figures  as 
leported  and  it  is  not  practicable  to  correct  these  errors 
entirely.  However,  we  believe  that  the  correction  can  bi^ 
rather  closely  approximated  and  should  be  made  before 
the  reported  figures  are  given  consideration  as  indicating 
the  need  for  more  revenue. 

The  exchange  telephone  earnings  do  not  correspond  witii 
what  the  earnings  should  be  baaed  upon  the  number  of 
telephones  reported  in  use.  As  of  December  31,  1917,  the 
company  reported  a  total  of  408  telephones,  none  of  which 
were  reported  as  extensions.  At  the  time  of  the  hearing 
the  number  of  telephones  was  apparently  420,  and  at 
December  31,  1918,  the  report  for  the  year  1918  indicated 
a  total  of  415  telephones.  It  appears,  therefore,  that  the 
average  for  the  year  was  not  less  than  411  or  412  tele- 
phones. Using  the  average  of  the  installations  at  the 
beginning  and  end  of  the  last  year  the  revenue  from 
exchange  ser\-ice  would  have  been  approximately  $4,938, 
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which  is  about  $260  above  the  revenue  reported.  This 
(Userepancy  is  not  explained  in  the  record  and  apparently 
is  not  to  be  explained  on  the  ground  of  any  confusion 
ijetween  revenues  and  cash  receipts,  since  the  distinction 
tu  be  made  appears  to  have  been  clearly  in  the  mind  of  the 
company's  officials. 

The  additions  to  property  and  plant  as  reported  have 
been  as  follows: 

yUte  Months 

Ended  Year  Ended 

September  December 

30,  1918  31,  1913 

Central  office  eqaipmcDt $50  00 

Wire  plant  constmetion  and  equipment $161  86  189  91 

Subsoribers'  station  equipment 163  92  212  77 

MiscellaneouB  equipment 15  00  21  00 

TOTAL $340  78  $473  68 

These  additions  do  not  include  charges  for  labor,  all  of 
which  expenditures  appear  to  have  been  charged  t.o  tho 
operating  accoimts.  In  order  to  correctly  determine  the 
operating  results  for  the  year,  therefore,  we  must  estimate 
as  nearly  as  we  can  the  amount  of  the  charges  for  tabor 
erroneously  made  to  the  operating  accounts.  Aside  from 
labor  charges  it  is  probable  that  some  of  the  expense  ol" 
maintaining  utility  equipment  should  have  been  charged 
to  construction.  We  have  no  record  of  just  what  the  con- 
ditions were  under  which  the  construction  work  of  the  past 
year  was  carried  on,  but  we  believe  that  no  injustice  will  be 
done  if  we  assume  that  the  charges  for  labor  and  for  the 
use  of  utility  equipment  would  aggregate  40  per  cent,  of 
the  total  cost  of  wire  plant  and  substation  construction 
work.  This  would  amount  for  the  nine  months  ended 
September  30  to  $217.19,  and  for  the  year  to  $268.45. 

The  revenues  as  reported  for  the  nine  months  ended 
September  30  appear  to  be  substantially  correct.  The 
expenses  as  shown  in  the  table  which  we  have  included 
above,  amounting  in  all  to  $2,999.88,  are  in  excess  of  the 
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true  expenses  by  about  $217.19.  In  other  words,  the  actual 
expenses  for  the  first  nine  months  of  the.  year,  as  nearly 
as  we  cat!  determine  them,  were  $2,782.69.  With  revenues 
of  $3,955.49,  this  would  leave  $1,172.80  available  for 
interest  and  depreciation,  which  is  at  the  rate  of  $1,563.73 
per  year. 

The  cost  of  plant  as  showni  by  the  company's  balance 
sheet  of  September  30,  1918,  amounted  to  $16,462.35.  In 
order  to  show  correctly  the  cost  of  the  plant  as  of  that 
date,  we  should  add  to  the  amount  shown  above  the  amount 
which  we  have  excluded  from  operating  expenses  on 
account  of  labor  and  utility  equipment  charges  for  con- 
j=truction,  or  $217.19,  making  the  cost  of  plant  $16,679.54. 
With  $1,172.80  for  interest  and  depreciation  during  the 
nine  months  ended  September  30,  1918,  the  amount  avail- 
able on  a  yearly  basrs  would  have  been  just  a  little  less 
than  9.4  per  cent,  of  the  book  value  for  interest  and  depre- 
ciation. If  14  per  cent,  were  to  be  provided  for  interest 
and  depreciation  the  amount  available  would  have  to  he 
S2,335.14,  or  $771.41  above  the  amount  obtained  by  pro- 
rating the  nine  months'  revenues  and  expenses  to  a  yearly 
basis. 

The  difference  bet-ween  the  figures  reported  for  the  nine 
months  ended  September  30  and  for  the  calendar  year  does 
not  indicate  that  there  was  any  marked  increase  in  the  rate 
of  expenses  during  the  latter  part  of  1918.  It  is  true  that 
certain  expenditures  for  the  three  months  appear  to  be 
considerably  more  than  one-fourth  of  the  total  for  the  year, 
but  we  believe  that  this  is  due  to  the  method  of  handling 
these  accounts  on  the  books  rather  than  to  actual  increases 
in  expenses.  Consequently,  it  would  seem  to  be  fair  to 
reach  our  conclusion  by  an  analysis  of  the  results  reported 
for  the  nine  months  ended  September  30, 1918,  and  for  tlie 
calendar  year,  making  the  adjustments  for  revenues  and 
expenses  which  have  been  mentioned  above. 

For  the  year  ended  December  31  the  revenues  as  reported 
amounted  to  $5,094.57.  Of  this,  exchange  earnings 
amounted  to  $4,677.61.     If  we  were  to  assume,  however, 
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that  the  average  number  of  subscribers  was  the  averagi' 
of  the  numbers  at  the  beginning  and  end  of  the  year,  the 
excliange  revenues  would  have  amounted  to  $4,938.  In 
view  of  the  fact  that  the  company  reported  420  telephones 
during  the  fall  of  1918  it  does  not  seem  that  use  of  the 
average  which  amounts  to  41ly2  is  unfair  to  the  company 
as  a  basis  for  estimating  revenues.  It  appears,  therefore, 
that  the  revenues  i\-ith  which  we  should  deal  in  determin- 
ing the  company's  need  of  increased  revenues  are  as 
follows : 

Exchange  telephone  earnings $4,938  00 

Exchange  from  connecting  lines 416  96 

TOTAL $53&4  96 

With  expenses  as  reported  for  the  calendar  year,  except 
for  the  adjustment  as  between  operating  expwises  and 
construction  which  has  already  been  mentioned,  the  totai 
expenses  before  depreciation  amounted  to  $3,714.41.  With 
revenues  as  outlined  above  the  amount  available  for 
.  interest  and  depreciation  would  have  been  $1,640.55.  The 
property  and  plant  value  as  reported  for  the  end  of  the 
year  was  $16,595.25,  to  which  should  be  added  $268.45  for 
labor  and  utility  equipment  expense,  making  a  total  oi' 
$16,863.70.  The  amount  available  for  interest  and  depre- 
ciation on  such  a  basis  is  about  9.73  j>er  cent,  of  the  value 
of  the  property.  Fourteen  per  cent,  upon  the  book  value 
of  the  property  for  interest  and  depreciation  would  amount 
to  $2,360.92,  or  $720.37  more  than  the  amount  available. 

It  may  be  of  interest  further  to  deal  briefly  with  the  ques- 
tion of  unit  revenues  and  expenses.  The  average  nmul)er 
of  telephones  in  service  for  the  year  was  4'11V2-  The 
operating  expenses  per  telephone,  after  excluding  what 
should  have  been  charged  to  construction,  wei-e  $9.02  before 
depreciation.  The  operating  expenses  for  the  first  nine 
months  of  the  year  were  $6.76  per  telephone,  or  at  the 
rate  of  $9.01  per  year.  The  operating  expenses  for  the 
last  three  months  of  the  year  were  at  the  rate  of  $9.06  per 
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telephone,  per  year.  However,  the  average  number  of  tele- 
phones in  service  for  the  last  three  months  appears  to 
have  been  417^,  and  using  this  number  the  operating 
expenses  for  the  three  months  were  at  the  rate  of  $8.92 
per  telephone,  per  year.  For  practical  purposes  the  operat- 
ing expenses  may  be  stated  at  $9.00  per  telephone,  per 
year. 

During  the  year  ended  December  31,  1918,  tiie  revenue 
from  soarees  other  than  subscriber  telephone  earnings 
amounted  to  $416.96,  or  about  $1.01  per  telephone. 
Exchange  rates  were  $12.00  per  year  for  all  classes  of 
service,  so  that  the  average  revenue  per  telephone  ivhich 
it  may  be  fair  to  expect  with  existing  rates  ia  $13.01  per 
year.  Using  $13.00  per  year  as  the  unit  revenue  to  be 
anticipated  from  existing  rate  schedules  and  $9.00  per 
year  as  the  unit  expense,  $4.00  per  telephone,  per  year, 
would  be  available  for  interest  and  depreciation.  The 
valuation  of  the  property  at  the  end  of  the  year  as  out- 
lined above  was  $16,863.70,  and  the  number  of  telephones 
at  the  end  of  the  year  was  415,  so  that  the  valuation  per 
telephone  amounted  to  $40.63.  Fourteen  per  cent,  of  this 
for  interest  and  depreciation  would  be  $5.69  per  year  as 
against  $4.00  actually  available.  The  additional  revenue 
required,  therefore,  on  this  basis  amounts  to  $1.69  per  tele- 
phone, per  year,  or,  on  the  basis  of  the  number  of  telephones 
in  use  December  31, 1918,  to  $701.35,  The  increase  in  reve- 
nues as  asked  by  the  company  with  the  number  of  sub- 
Bcribera  as  to  the  end  of  the  year  1918  would  amount  to 
$1,362  per  year.  However,  after  the  hearing  the  owner 
of  the  company  expressed  the  opinion  that  the  rate  for 
residence  and  business  telephones  should  be  the  same.  This 
would  make  a  difference  of  $li7  in  the  amount  of  revenue 
to  be  added  by  the  proposed  changes.  We  see  no  reason 
why  the  same  rate  should  be  established  for  residence  and 
business -telephones  since,  considered  as  classes,  their  use 
of  a  telephone  is  markedly  different  and  the  same  rate  will 
not  be  authorized  by  this  decision. 
■    In  what  has  been  said  above  we  have  outlined  the  need 
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for  increased  revenues  as  indicated  by  the  figures.    In  the 
expenses  as  reported  no  leeway  is  provided  for  injurie^J 
and  damages  or  other  contingencies  and  Bome  consideration 
should  be  given  to  this  fact. 

From  a  review  of  all  the  circumstances  of  the  case  we 
believe  that  a  schedule  of  rates  as  pro\'ided  by  the  order 
in  this  case  will  be  fair  and  reasonable.  This  schedule  is 
not  as  high  as  asked  for  by  the  company,  but  it  will  pro- 
vide such  additional  revenue  as  appears  to  be  necessary 
from  the  facts  as  shown  in  this  ease. 

/( is,  therefore,  ordered,  That  the  applicant,  the  La  Farge 
Telephone  Company,  be,  and  the  same  hereby  is,  authorized 
to  discontinue  its  present  schedule  of  exchange  rates  and 
to  sub^itute  therefor  the  fofiowing  schedule : 


i  telephones,  single  party $1  40  per  month 

Business,  two-  or  more  party 1  25  per  month 

Residence,  one-party  1  2S  per  month 

Residence,  two-  or  more  puiy 1  10  per  month 

Rural 3  60  per  quarter 

Extension  telephones 50  per  month 

Extension  bells  25  per  month 

For  all  classes  of  sen'ice  for  which  rates  are  quoted  on 
a  monthly  basis,  with  the  exception  of  ex-tension  telephones 
and  extension  bells,  a  gross  rate  of  20  cents  per  month  in 
excess  of  the  net  rate  provided  above  shall  be  applicable 
if  bills  are  not  paid  during  the  month  in  which  the  service 
is  rendered. 

For  rural  service  bills  shall  be  rendered  quarterly  at  a 
f^ross  rate  of  $4.35  per  quarter.  If  bills  are  paid  during 
tlie  first  month  of  the  quarter  in  which  the  service  is 
rendered  there  shall  be  a  discount  of  75  cents ;  if  they  are 
paid  during  the  second  month,  a  discount  of  25  cents. 
Where  bills  for  rural  service  are  not  paid  during  the 
quarter  in  which  the  service  is  rendered,  the  gross  rate 
shall  apply  after  the  end  of  the  quarter. 

Discount  and  penalty  provisions  shall  be  clearly  stated 
on  all  bills  rendered. 

Dated  at  Madison,  Wisconsin,  this  twentieth  day  of  Feb- 
ruary, 1919. 
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In  re  Application  of  Eagle  River  Telephone  Company  fob 
Authority  to  Increase  Rates. 

U-1038. 

Deddtd  February  25,  1913. 

Increase  in  BnslnosB,  B«aidenc«  uid  Rnral  ftfttes  Anthorizsd  —  AUow- 
AncB  of  IVi  Far  Oent.  Made  for  Reum  for  Depreciation. 

Applicant  sought  authority  to  increase  its  rates  at  Eagle  River. 

The  Commission  found  that,  making  an  allowance  of  $3,700  per  year 
for  operating  expenses,  allowing  7^  per  cent,  on  the  book  value  of 
$14,373.51  for  reserve  for  depreciation,  allowing  $135  for  taxes  and 
making  an  adequate  allowance  for  return  on  investment,  the  total  expenses 
of  the  company  would  be  $5,035;  that  as  the  toll  revenue  was  $l,li56.75 
there  would  be  left  to  be  made  up  by  local  exchai^e  revenues,  estimated 
expenses  of  $3,378.25. 

Held:  That  the  schedule  of  rates  prescribed  by  the  Commission  should 
be  put  in  effect,  for  white  they  would  yield  revenues  considerably  in 
excess  of  the  requirements  as  estimated,  there  were  certain  increases  in 
operating  expenses  not  included  in  the  computations  and,  furthermore, 
there  was  a  possibility  that  the  applicant's  toll  revenues  would  be  con- 
siderably reduced  due  to  recent  orders  of  the  Postmaster  General ; 

That  the  rural  rates  fixed  by  the  Commission  should  apply  to  nil  sub- 
scribers of  rural  service  where  the  extension  to  the  subscriber  from  the 
.main  line  did  not  exceed  one-half  a  mile;  in  other  cases  an  excess  mileage 
or  extension  charge  should  be  made; 

That  all  installations  should  be  made  upon  the  basis  of  one  year's 
rental  and  if  telephones  were  installed  for  a  shorter  period  or  a  cancel- 
lation of  service  was  made  the  n^lar  monthly  rental  for  the  period  used 
should  apply  plus  50  per  cent,  of  the  rental  for  the  unexpired  part  of  the 
year,  provided  that  this  rule  should  not  apply  to  a  subscriber  who  had 
been  a  regular  subscriber  of  the  company  for  one  year  or  more  or  to 
installations  paid  for  at  the  regular  yearly  rate. 

Opinion  and  Decision. 

The  application  of  the  Eagle  River  Telephone  Companj 
{not  a  corporation)  was  filed  with  the  Commission  Jul\ 
17,  1918,  and  after  due  notice  a  hearing  was  held  at  Madi- 
son, Wisconsin,  August  13, 1918.  W.  H.  Rttdcliffe,  manager 
and  owner,  appeared  for  the  Eagle  River  Telephone  Com- 
pany.    There  were  no  appearances  in  opposition. 

The  applicant  operates  an  exchange  at  E^gle  River,  Wis- 
consin, and  gives  telephone  service  to  local  and  rural  sub- 
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scribers.  Many  of  the  lines  classed  as  rural  are  lines  serv- 
ing the  summer  resorts  in  the  territory  tributary  to  Eagle 
River.  Due  to  the  particular  requirements  of  many  of 
these  resorts  and  beeausethe  rural  territory  is  but  slightly 
developed,  and  consequently  but  sparsely  populated,  thi- 
rural  lines  have  a  very  low  saturation  and  a  corresponding 
high  cost  of  operation. 

The  rates  now  charged  by  the  applicant  are  as  follows : 

Per  Tear 

Business $18  00 

Business,    six-month   period 12  00 

Residence 15  00 

Extension  telephones  : 6  00 

Extensions  bells 1  80 

Rural  telephones,  grounded  or  metallic  lines 15  00 

Excepting  rural  service  on  toll  lines,  where  the  rate  is 12  00 

Switching  charge,  (private  lines)  minironm 12  00 

Snmmer  resorts : 

Depends  upon  the  length  of  the  line  and  the  number  of  parties  per 
line.    The  rate  varies  from  $18.00  to  $106  per  year. 

The  applicant  alleges  that  the  revenues  arising  from  the 
application  of  these  rates  are  insufficient  to  meet  the  legit- 
imate expenses  connected  with  the  operation  of  the 
exchange  and  authority  is  asked  to  place  in  effect  sueli 
rates  as  the  Commission  may  find  are  warranted  from  an 
analysis  of  the  costs. 

The  following  rates  were  suggested  by  the  applicant  at 
the  time  of  the  hearing: 

Ptr  Month 

Business,  one-party *2  25 

Business,  party  service 2  00 

Residence,  one-party ^  ^ 

Residence,  party  service ^  25 

Increases  of  certain  summer  resort  lines  and  farmer 
lines  amounting  to  from  $3.00  for  farm  lines  to  $5.00  to 
$20.00  for  resort  lines  were  also  suggested. 

In  addition  to  the  exchange  at  Eagle  Biver  the  applicant 
operates  a  small  wall  board  at  Bobbins  and  toll  lines  to 
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Bhinelander,  26  niiles,  to  Three  Lakes,  12  miles,  and  to 
Phelps,  21  miles.  The  physical  data  of  the  applicant's 
plant  which  are  nseful  in  determining  rates  are  set  forth 
in  the  following  table: 

TABLE  r. 
Physicai.  Data  —  Switchboard  akd  Lines. 


Caponlv 
Drop, 

M. 

Subietibiri 

mu.  0/ 

Uitf.  <,/  Wirt 

Bu«. 

A<»- 

..., 

w., 

».., 

1 
Local  1  Auml 

TM 

IS'£S'" 

■s 

■■■ 

2 

" 

83 

3  26 
1.5 

31 

ii'r- 

22  S 

With  reference  to  the  investment  in  the  above  system  we 
have  the  cost  of  plant  and  equipment  as  reported  in  the  last 
annual  report  to  the  Commission.  The  specific  items 
appear  in  the  following  table : 

TABLE  II. 

CoHT  or  Plant  and  Equipment.  December  SI' 
1917 

OrgmniutioD,  rights  And  licensee (27  00 

Buildiagi.  fixtures  uid  grounds 1 ,062  £0 

CentnJ  office  equiptnent 062  22 

WiM  plant  construction  and  equipment ,* 8, 121  18 

Subseribere'  itation  equipment 3,546  39 

G«nei»l  «Ace  equipment 67  82 

Storeroom  equipment 27  25 

Toob,  testing  and  miaoeUaneous  equipment 539  15 

TOTAL  COer  OF  rLANTANB  EQUinnMT 114,373  51 

The  above  total  amounts  to  $72.50  per  telephone.  This 
item  includes  not  only  the  investment  in  the  local  exchange 
equipment,  but  also  that  of  the  toll  system.  We  estimate, 
from  data  submitted  by  the  applicant,  that  the  investment 
in  toll  equipment  is  about  $20.00  per  telephone,  leaving 
$52.50  as  the  unit  im'estment  in  local  exchange  equipment. 
We  do  not  consider  this  amount  unreasonable  where  the 
character  of  the  territory  served  is  such  as  that  tributary 
to    Eagle    River.      The  balance    sheet    setting    forth    the 
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financial  condition  of  the  plant  as  of  December  31,  19X7, 
is  reproduced  in  Table  III. 

TABLE  lU. 


CkMt  of  plant $14,373  51  Proprietuy  iotereat Sll,603  83 

CBBh  on  hand 231  32  Piinded  debt 900  00 

AccouuU  leoeivftble 245  3S  Depteeutkn  nwrve 1,331  33 

Mttterialg  and  supt^ies. .   .  351  30  Note*  mm!  bOla  iwyabk...  000  00 


30  31 
117  11 


$15,201  3S 


Income. 
The  income  statements  as  they  appear  in  the  applicant's 
annual  reports  for  the  years  1915,  1916  and  1917,  arc 
reproduced  in  Table  IV. 


TABLE  IV. 
In  con  Accocim. 

y«ar  Xndint  Dtetmbtr  SI, 

OptraHne  flesenttM.- 

im 

me 

im 

S2,97fi0G 

5275 

1.586  84 

Switching  •emoB  euniugH 

Toll  line  wmings,  local 

1t>TAI.  BCTINDBa 

S4,28S64 

S4,6B4fi5 
$1,231  46 

W».  pl.»l 

Oenenl 

ABOVl  itEue 

12,541  20 
215  52 

■■"io?  14 

Tkw*   

TOTAL  oME&nHa  Bxnunu SI  ,870  83 

S2,863  8a 
%\,43\  68 

S3,962« 

N«t  oDWatinE  levniw 

SH 

11,42168 
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It  will  be  seen  that  for  only  one  year  have  operating 
revenues  and  expenses  been  so  reported  that  any  definite 
conclasions  can  be  drawn.  Unit  revenues  and  expenses 
for  the  year  1917  computed  upon  the  basis  of  the  total 
main  telephones  in  use  are  as  follows : 

Revenues  — exchange  only,  $15.00;  total,  $23.50. 
Expenses —  (exclusive  of  depreciation,  interest  and  taxes),  $13.00  per 
'phone. 

The  unit  expense  is  hi^  when  compared  with  other 
plants  of  the  size  of  the  Eagle  Biver  system.  Special  con- 
sideration must  be  given,  however,  to  this  particular  plant. 
As  we  have  already  pointed  out,  the  rural  territory  about 
Eagle  River  is  but  sparsely  settled  and  the  saturation  of 
business  is  very  low,  which  naturally  adds  to  the  unit  main- 
tenance per  telephone.  This  fact  together  with  the  diffi- 
culties attending  the  operation  of  a  wire  plant  in  a  heavily 
wooded  section  where  troubles  from  falling  trees  and  fires 
are  frequent,  justiifies  a  considerable  increase  over  the 
average  for  operating  expenses. 

We  believe,  therefore,  than  an  allowance  of  $2,700  per 
ye«r  for  the  operation  of  the  Eagle  Biver  telephone 
exchange  is  not  unreasonable. 

In  determining  the  requirements  for  interest  and  depre- 
ciation, we  have  made  a  somewhat  greater  provision  for 
depreciation  than  would  be  required  for  exchanges  more 
favorably  situated.  The  contingent  el»nent  is,  for  reasons 
already  stated,  more  pronounced  than  in  some  parts  of  the 
State  and  justifies,  in  our  opinion,  a  higher  depreciation 
allowance.  The  computation  has,  therefore,  been  based 
upon  a  percentage  allowance  of  ly-z  per  cent,  on  the  book 
value.  This  charge,  together  with  an  adequate  interest 
return,  we  place  at  $2,300  annually.  Taxes  are  estimated 
at  $136  per  year.  Summarizing  the  charges  which  must 
be  met  by  revenues,  we  have : 
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Annually 

Operating  expenses $2,700 

Interest  and  depreciation 2,300 

Taxes 136 

TOTAL  CHARGES 95,035* 

In  determining  the  exchange  revenues  necessary  to  meet 
Ihe  above  expenses  we  have  first  to  deduct  the  amount 
realized  from  local  and  long  distance  tolls.  In  the  year 
ending  December  31,  1917,  these  amounted  to  $1,656.75. 
Deducting  this  from  the  estimated  expenses  we  have  left 
to  be  met  by  local  exchange  revenues  the  sum  of  $3,378.26. 
We  are  of  the  opinion  that  the  following  schedule  will  meet 
the  requirements  of  this  amount,  plus  certain  increases  in 
■operators*  salaries  granted  during  the  present  year. 


Ci«»»  of  Smiee 

NumUr 

cfSMb- 

MonMiiRcte 

rtBrty 
Rannuet 

Otou 

Ntt 

41 

8 

S2  25 
200 

200 
I  75 

200 
I  75 
I  76 
1  GO 

t2ob 

I  75 

I  75 
1  50 

1  75 
1  50 
1  50 
1  25 

55 
21 

378  00 

125 

12 

216  00 

(3,458  00 

300  00 

$3,811  75 

Summer  reaorts  —  ipecul  raUs  based  on  costs- 
While  the  above  schedule  i^-ill  yield  revenues  consider 
ably  in  excess  of  the  requirements  as  estimated,  there  an. 
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as    already    mentioned,    certain    increases   in    operating 
expenses  not  included. 

There  is  also  a  possibility  that  the  applicant's  toll  reve- 
nues will  be  considerably  reduced  due  to  recent  orders  of 
the  Postmaster  General.  We  do  not  believe  therefore  that 
the  above  schedule  will  yield  revenues  unreasonably  exces- 
sive, or  greater  than  the  true  operating  demands  of  the 
exchange. 

The  rural  rates  as  herein  stated  should  apply  to  all  sub- 
fecribers  of  the  rural  service  where  the  extension  to  the  sub- 
scriber from  the  main  line  does  not  exceed  one-half  mile. 
The  order  will  provide  for  distances  in  excess  of  one-half 
mile. 

Bates  to  snnuner  resorts  are  in  many  instances  appli- 
cable to  special  construction  and  must  be  based  upon  actual 
costs.  The  Commission  has  computed  the  costs  of  service 
for  two  of  the  applicant.'s  resort  subscribers  and  holds 
itself  in  readiness  to  compute  a  rate  for  others  npon  receipt 
of  the  necessary  data.  The  resort  rates  will  therefore 
remain  open  and  at  the  present  rate,  the  Commission 
retaining  jurisdiction  to  amend  any  such  rate  not  already 
established  mthout  further  hearing. 

It  is,  therefore,  ordered,  That  the  applicant,  the  Eagle 
River  Telephone  Company,  be,  and  the  same  hereby  is, 
authorized  to  amend  its  present  schedule  of  rates  and  to 
substitute  therefor  the  following  rates  and  charges : 

Rates  per  Month 

Ciasa   of  Service  Gross  Net 

Business,  one-party $225  $200 

Business,  two-party    2  00  1  7S 

Business,  extension 60  60 

Residence,  one-party   2  00  1  75 

Residence,  two-party   1  75  1  50 

Residence,  extennon 50  50 

Rural,  metallic  bnstness 2  00  1  75 

Rnral,  metallic  residence 1  75  1  50 

Rnral,  grounded  bnsineBS 1  75  1  50 

Rural,  gTOonded  residence 1  50  1  25 
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Summer  Beaorts: 

Everett  resort $106  00  per  year 

Hemlock  resort  76  00  per  year 

Otter  reBorts,  rat«s  to  be  fixed  by  the  Commisaioti  upon  presentalirat 
of  nec«ssary  cost  data,  and  without  further  hearing. 

All  bills  are  payable  in  advance  and  will  carry  the  gross  rate.  If  pay- 
ment is  made  on  or  before  the  fifteenth  day  of  the  month  in  which  servitt 
is  given,  the  net  rate  will  apply.  I 

Short  Time  Service: 

AH  installations  shall  be  made  upon  the  basis  of  one  year's  rental-  If 
telephones  are  installed  for  a  shorter  period,  or  a  cancellation  of  service 
is  made,  the  regular  monthly  rental  for  the  period  used  shall  apply,  plus 
50  per  cent,  of  the  rental  for  the  unexpired  part  of  one  year,  providing 
that  tliis  rule  shall  not  apply  to  a  subscriber  who  has  been  a  regular 
subscriber  of  the  company  for  one  year  or  more,  or  to  installations  paid 
for  at  a  regular  yearly  rate. 

Extensions ; 

On  extensions  mnde  or  on  new  lines  built  to  mral  subscribers,  where 

the  distance  per  subscriber  is  in  excess  of  one-half  mile,  the  following 

charges  in  addition  to  the  regular  rates  shall  apply  to  the  excess  extension : 

Grounded  service,  per  one-quarter  mile  or  fraction  thereof. .  $3  40 

Metallic  service,  per  one-quarter  mile  or  fraction  thereof. ...  4  00 

Above  rates  may  be  made  effective  March  1, 1919. 
Dated  at  Madison,  Wisconsin,  this  twenty-fifth  day  of 
JVbruary,  1W9. 


In  re  Alleged  Eefusal  of  Lime  Ridge  and  Ithaca  Tele- 
phone Company  to  Extend  Service  to  Robert  Lock. 


■  Decided  Febrnary  S6,  1919. 

Gxtensioii  of  Seirics  Ordered. 
Opinion  and  Decision. 
Informal  complaint  having  been  made  to  the  Coimoission 
that  the  Lime  Bidge  and  Ithaca  Telephone  Company  has 
refused  to  extend  its  service  to  Robert  Lock,  a  former  sub- 
scriber of  the  company,  a  hearing  on  motion  of  the  Com- 
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mission  was  duly  ordered  and  held  at  Richland  Center  on 
February  19,  1919.  Lincoln  and  Brewer  by  F.  L.  Brewer 
appeared  for  Mr.  Lock  and  P.  Nelson  for  the  Ijme  Ridge 
and  Ithaca  Telephone  Company. 

Mr.  Lock  has  been  a  subscriber  of  the  company  for  more 
ihan  ten  years.  On  September  22,  1918,  his  service  was 
discontinued.  The  diseontinaance  of  service  resulted  from 
a  demand  made  upon  the  company  by  Mr.  Lock  for  the 
removal  of  the  telephone  line  from  which  he  was  served 
from  his  fields.  This  demand  was  complied  with  by  the 
company.  In  order  to  reach  Mr.  Lock's  residence  by  a  line 
on  a  public  highway  it  is  necessary  to  build  a  new  line 
about  three-fourths  of  a  mile  in  length.  The  company  is 
willing  to  build  this  line  on  condition  that  Mr.  Lock  wili 
furnish  the  three  poles  necessary  to  run  the  line  from  the 
public  highway  to  his  house.  This  Mr.  Lock  has  declined 
to  do. 

The  company  maintains  that  its  established  rule  is  that 
any  new  customer  shall  furnish  and  maintain  the  poles 
necessary  to  run  a  line  from  the  main  line  on  the  public 
highway  to  his  residence.  However,  no  such  rule  has  been 
filed  with  the  Commission  and  there  is  conflicting  testimony 
as  to  whether  this  rule  has  been  uniformly  applied  in  the 
past. 

The  Conmiission  has  provided  in  its  rules  for  telephone 
service  that 

"  Each  utility  shall  maintain  in  proper  condition  the  lines,  instniroenU 
and  other  equipment  naed  on  its  system."     (15  W.  R.  C.  R.  1.) 

In  order  that  a  telephone  company  may  have  free  scope 
in  performing  this  duty  of  maintenance,  it  is  desirable 
that  it  should  own  all  of  the  lines  and  equipment.  For 
handling  extensions  of  unusual  length  a  utility  is  justified 
in  establishing  a  general  rule,  subject  to  the  approval  of 
the  Commission,  providing  for  participation  by  the  pro- 
spective subscribers  in  the  cost  of  construction,  but  in  such 
case  the  ownership  of  the  line  should  be  vested  in  the 
utility. 
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The  rale  which  the  company  has  attempted  to  enforce 
in  Mr.  Lock's  case  does  not  appear  to  be  reasonable  and 
we  are  of  the  opinon  that  his  service  should  be  restored. 

/( is,  therefore,  ordered,  That  the  Lime  Ridge  and  Ithaca 
Telephone  Company  extend  its  telephone  service  to  Boberi 
Lock.  Thirty  days  is  considered  a  reasonable  time  vitim 
which  to  comply  with  this  order.' 

Dated  as  Madison,  Wiseonsin,  this  twenty-sixth  day  of 
February,  1919. 


*  By  order  dated  Marcli  13,  1919,  the  Commiseoon  extended  to  Hay  1. 
1919,  the  time  for  complying  with  this  order. 
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ARIZONA. 

Ooiporation  Commission. 

In  re  Application  of  The  Mountain  States  Telephone 
AND  Telegraph  Company  to  Inaugurate  Exchange 
Bates  in  Clarkdale. 

Docket  No.  573. 

In  re  Application  op  The  Mountain  States  Telephone 
AND  Telegraph  Company  fob  a  Certificate  of  Con- 
venience AND  Necesmty  Permitting  it  to  Establish 
AN  Exchange  and  Exercise  Certain  Eights  in 
Clarkdale. 

Docket  No.  574. 

Decided  February  4,  1919. 

EBtabllshmeat  ef  Exchange  and  Exercise  of  Rlgbta  to  Oonstmct  and 

Operate  Tdephone  Systein  in  Town,  Anthoiized  —  Olau  B  Kates 

to  be  Oliaived  for  Serrice  from  Bald  Exchange. 

Opinion  and  Order. 

The  Mountain  States  Telephone  and  Telegraph  Com- 
pany has  heretofore  served  the  raining  district  consisting 
of  Jerome,  Clarkdale  and  adjacent  territory,  through  the 
exchange  at  Jerome.  The  business  of  the  district  has 
grown  to  such  an  extent  that  it  is  now  deemed  necessary  to 
establish  an  exchange  at  Clarkdale  and  serve  the  town  of 
Clarkdale  and  the  district  adjoining  through  said  exchange. 
Docket  No.  573  is  an  application  for  permission  to  inaugu- 
rate exchange  rates  in  Clarkdale,  and  Docket  No.  574  prays 
for  a  certificate  of  convenience  and  necessity  authorizing 
the  establishment  of  an  exchange  and  for  authority  to 
exercise  rights  in  Clarkdale. 

Under  the  service  through  the  Jerome  exchange,  the  rates 
applicable  to  Clarkdale  at  the  present  time  are  $4.00  for 
business  and  $3.00  for  residence  party  'phones.  It  is  the 
intention  of  the  company  to  establish  in  Clarkdale  tin  up-to- 
date  metallic  magneto  exchange  and  to  apply  Class  B  rates, 
1559 
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or  $3.00  for  business  'phones  and  $2.00  for  residence  part? 
linps.  The  estimated  expenditures  for  this  construction 
are  $18,2ir>.  The  present  investment  aliocaied  to  Clarkdale 
proper  is  $2,247.  Work  will  eonimeiife  inuuediately  upon 
the  granting  of  authority  by  the  Coniniission  and  the  new 
rates  will  become  effective  when  the  systeni  is  completed 
and  in  operation. 

The  land  upon  which  the  town  of  Clarkdale  is  located  is 
o^\^led  by  the  Clarkdale  Improvement  Company,  a  sub- 
fiidiary  of  the  United  Verde  Copper  Company.  The  streets 
and  alleys  thereof  having  never  been  dedicated  to  the  pub- 
lic use,  no  franchise,  therefore,  has  been  or  could  be  secured 
from  the  county  authorities,  hut  an  agreement  has  been 
entered  into  between  the  improvement  company  tuid  the 
telephone  company  whereby  the  latter  company  is  given  all 
necessary  rights  for  the  construction  and  operation  of  its 
telephone  system.  The  life  of  this  contract  was  given  a.^ 
10  years,  which,  however,  by  stipulation  at  the  hearing,  was 
extended  to  20  years.  A  copy  of  said  agreement  is  on  fih; 
with  the  Commission. 

•  Clarkdale  Jias  a  population  estimated  to  be  3,000.  The 
smelter  of  the  United  Verde  Copper  Company  is  located  at 
this  place  and  the  smelter  of  the  United  Verde  Extension 
Mining  Company,  completed  last  year,  is  about  three  miles 
south  thereof.  Between  ClarkdiUe  and  the  Verde  Exten- 
sion smelter,  there  are  a  number  of  small  towns  and  the 
district  is  growing  rapidly.  It  is  quite  evident  that  ade- 
quate, convenient  and  satisfactory  service  can  be  fur- 
nished only  through  an  exchange  located  at  Clarkdale. 
Tlie  rates  for  business  and  residence  service  restricted  to 
that  community  ■will  be  materially  reduced  and  we  think 
outweigh  the  disadvantages  which  will  result  from  the 
establishment  of  a  toll  service  between  Clarkdale  and 
Jerome.  The  records  show  that  there  are  few,  if  any, 
people  living  in  Clarkdale  and  the  adjacent  district  who 
transact  business  in  Jerome  or  vice  versa. 

It  appearing  that  the  public  necessities  require  the  estab- 
lishment of  an  exchange  at  Clarkdale,  the  application  of 
the  company  ■will  be  granted. 
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It  is,  therefore,  ordered,  That  The  Mountain  States  Tele- 
phone and  Telegraph  Company  be,  and  it  is  hereby,  author- 
ized to  eonstmct  and  operate  an  exchange  in  the  town  of 
Clarkdale,  Yavapai  County,  and  to  exercise  the  rights  given 
to  it  in  its  contract  or  agreement  with  the  Clarkdale 
Improvement  Company,  hereinbefore  referred  to. 

/(  is  further  ordered,  That  the  said  The  Mountain  States 
Telephone  and  Telegraph  Company  be,  and  it  is  hereby,  per- 
mitted, -when  the  exchange  above  authorized  has  been  com- 
pleted and  is  ready  for  operation,  to  publish  and  make 
t'ifective  Class  B  rates  in  the  to\\'n  of  Clarkdale. 

Dated  at  Phoenix,  Arizona,  this  fourth  day  of  February, 
1919. 


In  re  Application  of  The  Mountain  States  Telephone 
AND  Telegraph  Company  for  Authority  to  Increase 
Bates  at  Jerome, 

Docket  No.  575. 

Decided  Febmary  4,  1919. 

laciwse  In  Ezchuigo  Bates  AnttLorized  Upon  Snbstitation  of  Oosunon 

Battery  System  for  Hagnete  System  —  Toll  Sates  for  Intenx- 

dumce  S«rvic«  Fixad. 

Opinion  and  Order, 

Jerome,  Yavapai  County,  is  a  mining  to^^^l  of  approxi- 
mately 5,000  inhabitants.  Telephone  service  at  this  point 
was  originally  given  by  the  New  State  Construction  Com- 
pany, The  Mountain  States  Telephone  and  Telegraph 
Company  being  authorized  to  purchase  and  take  over  the 
operation  of  the  system  in  the  Commission's  order*  in 
Docket  No,  11,  of  August  21,  1912, 

The  present  exchange  is  being  operated  under  what  is 
known  as  the  magneto  service  and  Class  B  rates  are  in 
effect.  It  is  represented  that  thp  growth  of  the  district 
makes  it  etisential  at  this  time  to  rebuild  the  plant  and 
establish  a  common  battery  service.    To  accomplish  this  and 


•  See  HI.  Commission  Telephone  Cas 
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justify  the  expenditures,  authority  is  asked  to  establish 
Class  A  rates  and  to  establish  a  toll  service  between  Jerome 
and  Clarkdalc,  at  such  time  as  the  new  exchai^e  authorized 
at  the  latter  point  is  completed.  The  present  rates  at 
Jerome  are  $3.00  for  business  'phones  and  $2.00  for  resi- 
dence party  lines.  Under  the  new  rates  the  individual  line 
business  service  will  be  $4.00,  individual  residence  service, 
$3.00,  two-party  residence  service,  $2.50,  four-party  resi- 
dence service,  $2.00. 

Accompanying  the  application  are  letters  from  the 
United  \'erde  Copper  Company  and  the  town  clerk  of 
Jfcrome,  expressing  the  opinion  that  the  reconstruction  of 
the  plant  is  desirable  and  should  be  aathorized. 

The  telephone  company  proposes  to  rebuild  the  system, 
putting  in  a  modern  exchange  at  an  additional  expenditure 
of  approximately  $45,349.  The  estimated  salvage  from  the 
present  system  is  $15,067,  wliich  vriU  bring  the  investment 
to  $59,247.  The  investment  in  the  present  plant  allocated  to 
Jerome  is  $29,374.49,  from  which  it  will  be  observed  that 
the  added  investment  of  the  installation  of  the  improved 
s:'stem  will  be  approximately  $30,000. 

In  the  Jerome  exchange  proper  there  are  at  the  present 
time  302  subscribers.  There  have,  however,  been  many 
requests  for  service  during  the  last  two  years,  which  on 
account  of  war  conditions  the  company  has  been  unable  to 
comply  with.  It  is  expected  that  these  services  will  be  sup- 
plied rapidly  under  changing  conditions  and  it  is  estimated 
that  there  will  be  at  least  400  subscribers  in  the  near  future. 
The  business  at  Jerome  has  more  than  doubled  since  1912 
and  the  camp  is  in  a  flourishing  condition. 

It  has  been  tlie  custom  of  the  company,  under  authority 
of  the  Commission,  when  sy.stems  have  been  rebuilt  and 
common  batteries  substituted  in  place  of  magneto,  to 
advance  the  district  to  Class  A  rates  and  there  is  no 
apparent  reason  why  this  practice  should  not  be  followed 
in  the  instant  case. 

The  Jerome  exchange  has  not  heretofore  earned  its  pro- 
portion of  the  allowable  return  in  the  State  as  a  whole. 
The  earnings  for  the  year  1914,  not  including  toll  charges. 
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were  4.9  per  cent,  and  including  toll  charges  6.58  per  cent. 
For  the  year  1917,  the  net  income  amounted  to  $567.12, 
while  the  total  requirements,  including  depreciation  and 
allowable  return,  were  $3,766.78,  indicating  a  net  deficit  of 
$3,999.66.  This,  of  course,  is  the  result  of  abnormal  con- 
ditions created  by  the  war  and  may  not  be  accepted  as  a 
criterion  of  what  the  future  may  be.  It  is,  however,  quite 
evident  that  it  will  be  necessary  to  establish  Class  A  rates 
and  toll  ehaiges  between  Jerome  and  Clarkdale.  The  dis- 
tance between  these  two  points  by  air-line  is  only  about  four 
miles.  The  distance  by  wagon  road  is  something  over  six 
miles.  Tlieie  is  a  very  heavy  grade  from  Clarkdale  to 
Jerome  and  the  traflSc  moving  between  the  two  towns  is 
largely  commercial.  The  record  indicates  that  there  are  few, 
if  any,  people  living  in  one  town  and  engaged  in  business 
or  occupied  in  the  other  town,  which  it  may  be  assumed 
would  create  a  comparatively  slight  demand  for  free  com- 
munication between  the  people  of  the  two  towns.  There 
are  no  other  exchanges  within  the  State  between  which  free 
comnmnication  is  allowed  and  there  is  no  apparent  reason 
why  there  slioukl  be  a  different  policy  between  Jerome  and 
Clarkdale. 

The  telephone  company  had  planned  for  the  rebuilding 
and  reconstruction  of  this  plant  before  the  entrance  of  the 
UniteH  States  into  the  European  War  and  materials  and 
supplies  for  that  purpose  have  been  provided  for.  It  will 
be  pctsible,  therefore,  for  the  reconstruction  work  to 
proceed  \\ithout  delay. 

The  rapid  growth  of  Jerome,  both  in  point  of  numbers 
and  in  a  conmiereial  way,  we  believe  fully  justifies  the 
reconstruction  of  its  telephone  system  and  the  installation 
of  the  improved  service.  We  are  persuaded  that  the  con- 
venience and  the  saving  of  time  which  will  result  from  a 
common  batteiy  system  will  fully  compensate  for  the 
increased  rates  which  will  be  necessary  to  maintain  the 
system  and  earn  sufficient  revenue  to  obviate  the  laying  of 
a  burden  upon  other  parts  of  the  State. 

It  j's,  thpycfore,  ordered.  That  the  Mountain  States 
Telephone  and  Telegraph  Company  be,  and  it  is  hereby. 
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authorized,  when  its  plant  at  Jerome  has  been  recoiistmeted 
and  a  modern  exchange  installed  as  outlined  in  its  apphca- 
lion  herein,  to  establish  Class  A  rates  in  accordance  iiith 
its  application. 

/*  is  further  ordered,  That  the  said  The  Mountain  States 
Telephone  and  Telegraph  Company  I>e,  and  it  is  hereby, 
authorized,  when  its  plant  at  Jerome  has  been  reconstructed 
and  the  exchange  lias  been  installed  at  Clarkdale  as  author- 
ized in  our  order*  in  Docket  No.  574,  to  establish  toll  service 
between  the  towns  of  Jerome  and  Clarkdale,  the  toll  charge 
for  such  service  to  be  15  cents  for  the  first  three  minutes 
and  5  cents  for  each  additional  minute  or  fraction  thereof. 

Dated  at  Phoenix,  Arizona,  this  fourth  day  of  February, 
J919. 


•  See  Commission  Leaflet  No.  89,  p.  1559. 
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Public  Utilities  OommissioiL 
Eluoke  Copper  Company  v.  The  Mountain  States  Tele- 
phone AND  Telegraph  Company,  a  Corpoeation,  U.  S- 
Government  and  A.  S.  Burleson,  Postmaster  Genebal 
Thebeof. 

Case  No.  P-256  —  Order  No.  557. 

Decided  February  28,  1919. 
BridgiiiE  in  of  Frivftto  Lims  on  ToU  Line  Denied. 

Opinion  and  Okder. 

This  cause  came  before  the  Commission  on  a  complaint 
filed  by  the  Elmore  Copper  Company,  a  corporation,  herein- 
after called  complainant,  on  Dece'niber  27,  1918,  alleging 
that  complainant  has  constructed  a  line  from  the  mines  at 
Cat  Creek,  Idaho,  a  distance  of  one  and  one-half  miles  to 
The  Mountain  States  Telephone  and  Telegraph  Company 
tcloplione  lint'  in  Elmore  County,  and  has  made  application 
for  and  been  refused  connection  with  and  service  over  said 
defendants'  telephone  lines. 

On  January  23,  The  Mountain  States  Telephone  and 
Telegraph  Company,  hereinafter  called  defendant,  filed 
answer  admitting  refusal  of  service  to  complainant  and 
alleging  that  the  line  x>f  defendant  to  which  complainant 
asks  to  have  its  line  connected  is  not  a  local  circuit  but  a 
through  line  used  for  the  purpose  of  conveying  long  dis- 
tance messages,  both  telephone  and  telegraph;  that  said 
througli  line  is  now  overloaded,  and  that  to  permit  <iomplain- 
ant  to  connect  therewith  would  seriously  impair  the  use  of 
said  line. 

The  matter  came  on  for  hearing  before  Commissioners 
A.  L.  Preehafer  and  Ceorge  E.  Erb  at  Boise,  Idaho,  on  Feb- 
ruary 1,  1919,  and  witnesses  were  sworn  and  testimony 
taken,  and  the  cause  finally  submitted  to  and  taken  under 
advisement  by  the  Commission. 
1565 
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The  testimony  shows  that  in  November,  1918,  the  com- 
plainant made  application  to  the  defendant  to  connect  a 
private  line,  to  be  constructed  from  complainant's  mining 
propertj-  on  Cat  Creek  in  Elmore  County,  with  the  Boise- 
Hailey  line  of  defendant. 

Complainant  admits  that  at  the  time  of  making  said 
application  information  was  given  that  said  application 
must  be  approved  from  tlie  headquarters  of  the  company. 

It  is  shown  that,  ■without  having  secured  the  approval  of 
its  application,  the  complainant  constructed  approximately 
one  and  one-half  miles  of  line  from  its  mine  to  the  line  of 
tlie  defendant,  and  that  after  the  construction  of  same 
complainant  was  refused  connection. 

The  testimony  on  behalf  of  defendant  is  to  the  effect  that 
the  line  of  defendant  to  which  complainant  has  applied  for 
connection  is  the  transcontinental  through  line  of  defendant 
used  for  the  transmission  of  long  distance  messages,  both 
telephone  and  telegraph,  and  carries  the  regular  "wire  leases 
of  the  defendant ;  that  said  line  is  at  present  carrWng  an 
overload  of  approximately  25  per  cent.,  and  that  to  connect 
the  line  of  complainant  would  throw  same  out  of  balance  to 
such  an  extent  as  to  seriously  impair  and  interfere  with 
the  transcontinental  business  over  same.  It  is  also  shown 
that  ■ftithin  two  years  last  past  the  defendant  was  compelled 
to  construct  a  local  toll  circuit  to  Hill  City  for  the  purpose 
of  relieving  said  through  line  of  the  interference  caused  by 
connected  exchanges ;  that  the  only  toll  station  now  main- 
tained on  said  through  line  is  at  Dixie,  which  is  used  as  a 
lest  station.  The  testimony  further  discloses  the  fact  that 
in  order  to  afford  complainant  service  it  would  be  necessary 
fo  string  wires  from  Hill  City  to  the  connection  with  com- 
plainant's line,  a  distanoe*of  approximately  13  miles,  at  an 
estimated  cost  of  $4,500. 

After  carefully  considering  the  testimony  the  Commis- 
sion finds  that  it  would  he  unwise  and  impractical  to  permit 
the  bridging  in  of  a  local  line  as  desired  by  complainant  on 
the  said  transcontinental  line  of  defendant.  The  Com- 
mission believes  that  in  the  near  future  it  vnU  become 
necessary  to  disconnect  the  toll  station  at  Dixie,  in  order  to 
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relieve  the  transcontinental  line,  in  which  event  it  may 
become  necessary  to  extend  the  local  toll  circuit  from  Hill 
City,  thereby  affording  service  to  complainant. 

//  is,  therefore,  ordered,  That  the  complaint  of  Elmore 
Copper  Company,  a  corporation,  herein  be,  and  the  same 
hereby  is,  dismissed. 

Done  in  open  session  at  Boise,  Idaho,  tliis  twenty-eighth 
day  of  February,  1919. 
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ILLINOIS. 
Fablic  Utilities  Commissioii. 

In  re  Proposed  Increasb  in  Ratbb  qy  thr  Abingdos  Homi: 
Telbphone  Company, 

Case  No.  8667. 

Decided  March  3,  1919. 

Increase  in  Rates  Authorised  — ^Allvwance  for  Reserve  for  Deprecistifm 

Ordered  Made. 

The  Abingrdon  Home  Telephone  Company  sought  authority  to  increase 

its    rates    for   telephone   service    in    Ahinedon   and    London    Mills    and 

vicinities. 

The  Commission's  engineers  fonnd  that  the  reproduction  cost  new  of  tbe 
entire  plant,  exclusive  of  toll  plant,  based  on  average  prices  for  labor  and 
materials  for  the  five-year  period  1912  to  1916,  and  including  the  present 
stock  of  materials  and  supplies,  was  $G3,439,  and  that  the  reproduction 
cost  new  less  depreciation  was  $31,171 ;  that  the  reproduction  cost'  new  of 
the  toll  plant  was  $2,606  and  the  reproduction  new  less  depreciation. 
$1,827. 

Held:  That,  after  carefully  considering  the  method  used  in  appraising 
the  plant  and  all  other  factors  involved,  making  due  allowance  for  work- 
ing capital  and  including  the  present  cost  of  materials  and  supplies,  the 
fair  valne  of  the  property,  exclusive  of  toll  plant,  used  aud  useful  in  fnr^ 
nishing  telephone  sen'ice  in  Abingdon  and  London  Mills  and  vicinities, 
and  the  hnsiness  attached  thereto,  including  every  element  of  value,  tangible 
and  intangible,  as  of  July  1,  1918,  for  rat^making  purposes,  was  $58,000; 
That  with  an  annual  allowance  for  reserve  for  depreciation  of  $3,500  — 
made  by  the  Comioission  as  reasonable  —  the  total  operating  expenses 
would  be  $12,586  and  the  total  operatii^  revenues,  including  the  allocated 
portioQ  of  toll  earnings,  would  be  $13,865,  leaving  a  net  income  appli- 
cable to  return  on  investment  of  $1,279,  or  2.2  per  cent,  on  the  fair  value 
as  found  by  the  Commission ; 

That  the  proposed  rates  would  produce  a  probable  net  increase  in  oper- 
ating revenue  of  approximately  $3,420,  and,  therefore,  there  would  be 
applicable  for  return  on  investment,  if  the  present  number  of  subscribers'' 
stations  were  maintained  with  the  distribution  and  classification  probable 
under  the  proposed  schedule,  $4,699,  or  8.1  per  cent,  for  return  on  invest- 
That  the  proposed  schedule  of  rates  was  not  justified,  but  that  a  modifi- 
cation thereof  would  produce  sufficient  re\'enue  to  cover  operating  expenses 
1568 
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and  provide  a  reserve  for  depreeiation  and  return  od  the  iDvestment ; 
therefore,  the  schedule  of  rates  fixed  by  the  CoDunisaion  which,  after  pay- 
ing all  operatii^  expenees  and  providii^  for  reserve  for  depreciation, 
would  yield  a  return  of  6.8  per  cent,  should  be  approved ; 

That  the  applicant  shoold  set  aside  annually  for  reserve  for  deprecia- 
tioQ  $3,600  plus  6  per  cent,  of  the  cost  of  all  annual  additions  that  might 
be  made  to  the  plant  in  the  future. 

Opinion  and  Order. 
A  re\ise(l  schedule  of  rates  for  telephone  service  in 
Abingdon  and  London  Mills  and  ^acinities  having  been 
tiled  by  the  Abingdon  Home  Telephone  Company,  and  a 
hearing  on  the  matter  before  the  Commission  being  deemed 
necessary,  all  parties  interested  therein  were  duly  notified, 
and  tlie  matter  came  on  for  hearing  before  the  Commission 
on  N'oveinher  26,  1918,  and  January  15,  1919. 

The  present  and  proposed  schedules  of  rates  are  as 
follows : 

Abingdon. 

Present  Proposed 

Individual  line  business  stations $24  00  $33  00 

Four-party  line  business  stations 18  00  27  00 

Business  extensions 600  900 

Individual  line  residence  stations 18  00  24  00 

Four-party  line  residence  stations 15  00  21  00 

Residence  extensions 6  00  6  00 

P.  B.  X.    [interconunnnieating  sets)    exten- 

«ons .• 9  00  9  00 

Rnral  party  line 15  00  21  00 

Rural  switching 3  00  7  00 

Extra  Mileage :  Line  extending  beyond  the 
established  exchange  area,  the  boundaries  of 

which  are  the  corporate  limits  of  the  city 

of  Abingdon. 
Individual  line,  per  quarter  mile,  or  fraction 

thereof $4  00 

Four-party  line,  per  quarter  mile,  or  fraction 

thereof 2  25 

Note:  A  discount  of  25  cents  per  month  applies  to  the  rate  for  city 
service,  except  business  and  rcsidcnee  extensions  and  P.  B.  X.  extensions, 
if  payment  is  made  on  or  before  the  fifteenth  day  of  the  month  in  which 
the  service  is  rendered. 
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Note  :  A  discount  of  25  cents  per  month  applies  to  the  rate  for  ninl 
party  line  telephones,  if  payment  is  made  quarterly  on  or  before  the 
fifteenth  day  of  the  second  month  of  the  current  quarter  in  which  service  is 
rendered. 

Note:  A  discount  of  $1.00  per  year,  or  50  cents  on  each  semi-annual 
payment,  applies  to  the  rate  for  rural  switching  service  if  payment  is  made 
semi-annually  on  or  before  the  flret  day  of  February  and  the  first  day  of 
August  of  each  year. 

London  Mills. 

Present  Propoied 

Individual  line  business  stations $15  00  $27  00 

Business  extensions 6  00 

Individual  line  residence  stations 15  00  21  00 

Four-party  line  residence  stations 12  00  18  00 

Residence  extensions 6  00  6  00 

Rural  party  line 18  00  21  00 

Rural  switching 500  600 

Extra  Mile^e :  Line  extending  beyond  the  establi^ed  exchange  area, 
the  boundaries  of  which  are  the  corporate  limits  of  the  city  of  London 
Mills. 

Note:  A  discount  of  25  cents  per  month  applies  to  the  rate  for  dty 
service,  except  business  and  residence  extensions  and  P.  B.  X.  exten^ons, 
if  payment  is  made  on  or  before  the  fifteenth  day  of  the  raontb  in  which 
the  service  is  rendered. 

Note  :  A  discount  of  25  cents  per  month  applies  to  the  rate  for  rursl 
party  line  telephones,  if  payment  is  made  quarterly  on  or  before  the 
fifteenth  day  of  the  second  month  of  the  current  quarter  in  which  service  is 
rendered. 

Note:  A  discount  of  $1.00  per  year,  or  50  cents  on  each  semi-annual 
payment,  applies  to  the  rate  for  rural  switehing  service,  if  payment  is  made 
semi-annually  on  or  before  the  first  day  of  February  and  the  first  day  of 
August  of  each  year. 

At  the  hearing  on  November  26,  1918,  petitioner  was 
represented  by  C.  B.  Cheadle,  secretary;  H.  C.  Bultceley, 
mayor,  and  Welch  and  Zetterholm,  attorneys,  for  the  city 
of  Abingdon,  and  W.  E.  Bell,  mayor,  for  London  ilills, 
appeared  as  objectors.  The  city  of  Abingdon  did  not 
appear  at  the  continued  hearing  on  Januarj- 15, 1919. 

An  inventory  and  appraisal  of  the  plant  involved  was 
submitted  by  petitioner,  together  with  proof  of  publication 
of  notice  of  intention  to  apply  for  authority  to  increase 
rates,  and  balance  sheet  with  comparative  income  and 
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expense  account,  showing  estimated  rate  of  return  under 
the  present  and  proposed  schedules  of  rates. 

On  October  1,  1918,  service  was  furnished  to  937  sub- 
scribers in  Abingdon  and  vicinity,  and  276  subscribers  in 
London  Mills  and  vicinity,  distributed  and  classified  as 
follows : 

Net  Rates  Per  Annum 
Abingdon  London  MUIs 

Individual  line  bnwness  stations 77  at  $25  00  23  at  $15  00 

Four-party  line  business  stations. ...     18  at    18  00 

Individual  line  residence  stations 111  at    18  00  4  at  $15  00 

Four-party  line  residence  stations 358  at    15  00  58  at     12  00 

Business  extension  telephones 20  at       6  00  1  at      6  00 

Residence  eictension  telephones 23  at      6  00  2  at       6  00 

.  latereomraunicating  sets  P.  B.  X 7  at      9  00      

Rural  telephones  party  line 156  at    15  00  15  00 

Rural  service  stations 170  at      3  00  178  at      5  00 

937*  276' 

The  plant  in  both  exchanges  is  of  central  energy  type, 
with  metallic  circuits.  The  inventory  and  appraisal  filed 
has  been  checked  by  the  Commission's  engineer  and  the 
checked  inventory  appraised.  The  reproduction  cost  new 
of  the  entire  plant,  exclusive  of  toU,  using  average  prices 
for  labor  and  material,  for  the  five-year  period,  1912  to 
1916,  inclusive,  and  including  the  present  stock  of  materials 
and  supplies,  is  $63,439.  The  reproduction  cost  new,  less 
depreciation,  and  including  present  stock  of  materials  and 
supplies,  is  $31,171.  The  reproduction  cost  new  for  that 
portion  of  the  plant  devoted  exclusively  to  toll,  using  the 
average  prices  for  labor  and  material  for  the  five-year 
period,  1912  to  1916,  inclusive,  is  $2,606.  The  reproduction 
cost  new,  less  depreciation,  is  $1,827. 

After  carefully  considering  the  method  used  in  apprais- 
ing the  plant  and  all  other  factors  involved,  making  due 
allowance  for  working  capital  and  including  the  present 
stock  of  materials  and  supplies,  the  Commission  is  of  the 
opinion  and  finds  that  a  reasonable  value  of  the  property, 
exclusive  of  toll  plant,  used  and  useful  in  furnishing  tele- 
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phone  service  in  Abingdon  and  London  Mills  and  vieiiii- 
ties,  and  the  business  attached  thereto,  including  every  ele- 
ment of  value,  tangible  and  intangible  as  of  July  1,  1918, 
for  rate-making  purposes,  is  $58,000. 

In  connection  with  the  inventory  and  appraisal  of  the 
plant,  the  condition  of  its  component  parts  was  determined 
by  inspection.  Based  upon  such  inspection  aJid  a  careful 
consideration  of  normal  life  tables,  the  Commission  is  of 
the  opinion  that  a  present  annual  allowance  of  $3,500  will 
provide  an  adequate  reserve  to  cover  current  depreciation. 
The  accumulated  balance  on  December  31,  1917,  in  the 
depreciation  reserve  was  $7,528. 

Under  authority  of  Commission's  order  No.  5154  of 
December  27,  1916,  the  Abingdon  Home  Telephone  Com- 
pany purchased  the  property  of  the  London  MlUs 
Exchange  at  London  Mills.  One  operating  organization 
and.  one  set  of  accounts  is  maintained  for  the  combined 
property.  As  the  operating  expense  and  revenue  for  the 
liondon  Mills  Exchange  is  not  included  in  the  records  prior 
to  its  purchase,  the  only  period  now  available  for  the  deter- 
mination of  joint  operating  results  in  the  year  ending 
December  31,  1917. 

The  annual  operating  expense  for  the  year  ending  Decem- 
l>er  31,  1917,  shown  in  petitioner's  Exliibit  B,  exclusive  of 
an  allowance  for  depreciation  and  an  item  of  bond  interest, 
is  $9,086.  With  an  annual  allowance  of  $3,500  included  to 
provide  a  reserve  for  depreciation,  as  fixed  by  the  Commis- 
sion, the  total  operating  expense,  therefore,  is  approxi- 
mately $12,586. 

Since  the  toll  plant  owned  by  petitioner  is  a  very  small 
part  of  the  total,  the  Commission  is  of  tlie  opinion  and  finds 
that  approximately  $870,  a  portion  of  the  total  annual  toll 
levenue  should  be  allocated  to  local  revenue.  On  this  basis, 
the  operating  revenue,  including  the  allocated  portion  of 
toll  earnings  for  the  vpar  ending  December  31,  1917,  is 
$13,86'). 

The  operating  result,  therefore,  under  present  rates,  pro- 
vided the  present  volume  of  toll  business  is  maintained,  and 
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the  allowance  for  depreciation  fixed  by  the  Commission  is 
included  in  operating  expenses,  is  a  net  income  applicable 
to  return  of  $1,279,  2.2  per  cent,  on  a  value  of  $58,000,  as 
fixed  by  the  CoinmisBion  for  rate-making  purposes. 

The  proposed  rates  will  produce  a  probable  net  increase 
in  operating  revenue  of  approximately  $3,420.  Assuming 
that  the  present  number  of  subscriber's  stations  is  main- 
tained, with  the  distribution  and  classification  probable 
under  the  proposed  schedule,  a  net  annual  income  of 
approximately  $4,699  will  be  produced.  This  is  a  net  annual 
return  of  8.1  per  cent  on  the  minimum  value  of  the  prop- 
erty, fixed  by  the  Conmiission  as  of  July  1,  1918,  for  rate- 
inaking  purposes. 

The  Commission,  after  giving  due  weight  to  aU  factors 
involved,  is  of  the  opinion  and  finds,  therefore,  that  the 
proposed  schedule  of  rates  is  not  justified,  but  that  a  modi- 
fication thereof  will  produce  revenue  sufficient  to  cover 
operating  expense,  provide  a  reserve  for  depreciation,  and 
a  return  on  the  value  of  the  property  involved. 

Assuming  that  the  present  number  of  subscriber's  sta- 
tions will  be  maintained,  vnth  the  distribution  and  classifica- 
tion probable  under  this-  modification  of  the  proposed 
schedule,  an  increase  in  revenue  of  approximately  $2,661 
will  be  produced,  with  a  net  annual  income  of  approxi- 
mately $3,940.  This  is  a  return  of  6.8  per  cent,  on  value  of 
the  property,  as  of  July  1,  1918,  fixed  by  the  Commission 
for  rate-making  purposes. 

It  is,  therefore,  ordered  by  the  Puhlic- Utilities  Commis- 
sion of  Illinois,  as  follows: 

Section  1.  That  Rate  schedule  I.  P.  U.  C.  2  for  Abingdon 
and  vicinity,  and  Rate  schedule  I.  P.  X7.  C.  3  for  London 
Mills  and  vicinity,  of  the  Abingdon  Home  Telephone  Com- 
pany be,  and  the  same  are  hereby,  permanently  suspended. 

Section  2.  That  the  Abingdon  Home  Telephone)  Company 
be,  and  the  same  is  hereby,  authorized  to  discontinue  the 
schedules  of  rates  now  in  effect  in  Abingdon  and  London 
Mills  and  vicinities,  and  to  substitute  therefor,  the  fol- 
lowing : 
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Abingdon, 

Annual  Rata 

Individna)  line  business  telephone  Btations f30  00 

Fonr-party  line  business  statious 21  00 

Buuness  extensions 6  00 

Individual  line  residence  stations 24  00 

Four-party  line  residence  stations 21  00 

Residence  extensions 6  00 

P.  B,  X.  (intercommunicating  sets)  exteDsions 9  00 

Extra  Mileage:  Line  extending  beyond  the  established 
exchange  area,  the  boundaries  of  which  are  the  corporate 
limits  of  the  city  of  Abingdon. 

Individual  line,  per  quarter  mile,  or  fraction  thereof 4  00 

Fonr-party  line,  per  quarter  mile,  or  fraction  thereof,  for 

each  Bnbscriber 2  25 

A  discount  of  25  cents  per  month  applies  to  the  rates  for 
dty  service  (escept  business  and  residence  ezteasioas,  and 
private  branch  exchange  extensions)  if  pigment  is  made  on 
or  before  the  fifteenth  day  of  the  month  in  which  the  servioe 
is  rendered. 

Rural  party  line  telephone  stations 21  00 

A  discount  of  25  cents  per  month  applies  to  the  rate  for 
rural  party  line  telephones,  if  pa.^'ment  is  made  quarterly,  on 
or  before  the  fifteenth  day  of  the  second  month  of  the  current 
quarter. 

Rural  switching  service 7  00 

A  discount  of  $1.00  per  year,  or  50  cents  on  each  semi- 
annnal  payment,  applies  to  the  rate  for  rural  switching  lerv- 
ice,  if  payment  is  made  semi-annually  on  or  before  the  first 
day  of  February  and  the  first  day  of  Ai^ust  of  each  year. 

London  Mills. 

Individual  line  business  telephone  stations $Zi  00 

Easiness  extensions 6  00 

Individual  line  residence  telephone  stations 21  00 

Four-party  line  residence  telephone  stations 18  M 

Residence  ext^isions 6  00 

Extra    Sfilfaijer      Line   extending    beyond    the    established 

exchange  area,  the  boundaries  of  which  are  the  corporate 

limits  of  the  city  of  Loudon  Mills. 
Individual  line,  per  quarter  mile,  or  fraction  thereof 4  00 
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Fonr-party  line,  per  quarter  mile,  or  fraction  thereof,  for 

each  snbseribcr   ^2  25 

A  discount  of  25  cents  per  month  applies  to  the  rates  for 
city  service   (except  btisiness  and  residence  extensions)    if 
payment  is  made  on  or  before  the  fifteenth  day  of  the  month 
in  which  the  service  is  rendered. 
Rnral  party  line  telephones 21  00 

A  discount  of  26  cents  per  month  applies  to  the  rate  for 
rural  party  Une  telephones,  if  payment  is  made  quarterly  on 
or  before  the  fifteenth  day  of  the  second  month  of  the  cnrrmt 
qnarter. 
Rural  switching  service 8  00 

A  discount  of  $1.00  per  year,  or  50  cents  on  each  semi- 
annual payment,  Applies  to  the  rate  for  rural  switching  serv- 
ice if  payment  is  made  semi-annually  on  or  before  the  first 
day  of  February  and  the  first  day  of  August  of  each  year. 

Note:  Rnles  on  file  with  the  Commission  included  in  the 
above  schedules. 

Section  3.  That  the  Abingdon  Home  Telephone  Com- 
pany set  aside  annually  to  provide  a  reserve  against  depre- 
ciation, $3,500  plus  6  per  cent,  of  the  cost  of  all  annual 
additions  that  may  be  made  to  the  plant  in  the  future. 

Section  4,  That  tlie  schedule  of  rates,  authorized  herein, 
bhall  be  filed,  posted  and  published  by  the  Abingdon  Home 
Telephone  Company,  in  conformity  with  Section  34  of  the 
Act  to  Provide  for  the  Regulation  of  Public  TJtilities,  now 
in  effect  in  Illinois,  and  -with  General  Order  No.  28*  of  the 
Public  Utilities  Commission  of  Illinois,  and  that  for  Abing- 
don it  shall  be  known  as  Rate  Schedule  I.  P.  U.  C.  3,  can- 
celling Rate  Schedule  I.  P.  U.  C.  1,  and  for  London  Mills, 
Rate  Schedule  I.  P.  U.  C.  4,  cancelling  Rate  Schedule  I.  P. 
U..C.  2,  and  shall  become  effective  March  1, 1919. 

By  order  of  the  Commission,  at  Springfield,  Illinois, 
this  third  dav  of  March,  1919. 


*  Spp  Commission  Leaflet  No.  54,  p.  21. 
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In  re  Joist  Appucation  op  the  Automatic  Home  Tele- 
PHosF,  Company  axd  the  Rbi^eivers,  Central  Uniok 
Telepiionk  Companv,  to  Purchase  and  Sell  Cebtaix 
Propkrty,  ano  Application  of  the  Automatic  Homl 
Tei.epiionk  Company  to  Issue  Bosds  and  to  Increasf. 
ExcHANOE  Rates. 

Case  Xot*.  8675,  8676  and  8677. 

Deai'irt'  Mnrrk  .?.  1919. 

OonfloUdation  of  Oompfltiiic  Excbanses  AnthoriEed  —  Issne  by  Domestic 

Oorponttioii  of  6  Per  Cent.  Kortgage  Bonds  Antfaoriied  — 

IncreaM  in  Ezcbui(e  Kates  Antborized. 

The  Automatic  Home  Telephone  Company  sought  authority  to  purchase, 
and  the  Receivers,  Central  Union  Telephone  Company  aooght  authority 
to  sell,  the  exchange  property  of  the  latter  in  the  city  of  Pontiac,  exelnsive 
of  central  office  equipment,  receivers,  trangmitt«rs  and  induction  coils, 
toll  pole  lines  and  toll  wires,  subscribers'  station  apparatus,  supplies,  tools, 
etc.,  for  $52,500.  The  Automatic  company  also  sought  anthority  to  issue 
$125,000,  par  value,  of  6  per  cent,  mortgage  bonds;  $52,500,  par  value, 
of  said  bonds  to  be  f^ven  to  the  Receivers,  Central  Union  Teleplione  Com- 
pany in  payment  for  the  Pontiac  exchange  property.  The  Receivers, 
Central  Union  Telephone  Company  sought  anthority  to  purchase  ontright 
$18,000,  par  value,  of  said  bonds  and  $38,500,  par  value,  of  the  eonunon 
stock  of  the  Automatic  company.  The  applicants  also  sought  antbority  to 
discontinue  the  present  schedule  of  rates  for  telephone  ser^-ice  in  the  citr 
of  Pontiac  and  vicinity  and  to  substitnte  therefor  another  schedule  apply- 
ing to  all  stations  in  the  consolidated  property. 

The  Commission  found  that  the  fair  present  value  of  the  [rfiysical  fwr- 
tion  of  the  oonsolidatcd  plants,  exclusive  of  all  additions  and  improve- 
ments to  be  made  to  the  plant  of  tbe  Automatic  company  for  the  purpose 
of  completing  the  proposed  consolidation  and  combination,  was  $200,89S. 
and  that  the  estimated  reproduction  cost  new  of  the  consolidated  plant 
was  $243,498. 

Held:  That  the  consolidation  of  tbe  two  competing  exchanges  as  pro- 
posed was  in  accord  with  public  policy,  as  sncb  consolidation  would  result 
in  more  complete  service  for  the  social  and  business  interests  of  Pontiac 
and  B  substantial  saving  would  bt-  effected,  especially  for  subscribers  here- 
tofore served  by  both  competing  plants;  therefore,  tbe  proposed  consoli- 
dation should.be  approved; 

That  subscribers  of  both  telephone  systems  should  be  enabled  to  con- 
verse with  all  other  subscribers  of  both  systems  through  adequate  trnnking 
arrangements  Tithin  60  days,  and  within  nine  months  the  consolidation  of 


DigilizcdbyGOOglc 


Joist  Appucatiok  of  Automatic  Home  T.  Co.  et  at.    1577 

the  two  systems  should  be  completed  so  that  the  Automatic  company's 
service  would  be  available  to  all  subscribers  of  the  conibined  system; 

That  the  proposed  issue  of  10-year,  6  per  cent,  first  mortgage  loan  gold 
)>onds  in  the  aggregate  amount  of  $126,000  and  the  execution  of  a 
first  mortgage  or  deed  of  trust  to  secure  said  bonds  should  be  authorized; 

That  of  the  bonds  authorized,  $52,500,  par  value,  should  be  issued  to 
the  Receivers,  Central  Union  Telephone  Company,  as  consideration  for  the 
property  purchased ;  $36,500,  par  value,  should  be  issued  only  to  meet  the 
post  of  additions,  extensions  and  betterments,  or  for  the  acquisition  of 
other  telephone  plants  upon  approval  of  the  Commission;  $20,000,  par 
value,  should  be  sold  for  cash  at  not  less  than  90  and  the  proceeds  used 
for  the  purpose  of  connecting  Jind  combining  the  telephone  plant  to  be 
acquired  from  the  Receivers,  Central  Union  Telephone  Company  with  the 
present  plant  of  the  Automatic  Home  Telephone  Company;  $16,000,  par 
value,  should  be  sold  for  cash  at  not  less  than  90  and  the  proceeds  used 
iu  payment  of  the  present  unfunded  debt  of  the  Automatic  company, 
incurred  for  construction,  extensions  and  additions; 

That  all  discounts,  commissions  and  expenses  incurred  in  the  issue  and 
sale  of  said  bonds  should  be  amortized  out  of  income  before  October  21, 
192S  by  equal  annual  installments  sufficient  to  amortize  the  entire  sum 
before  October  1,  1928,  but  the  Automatic  company  should  be  authorized, 
at  its  discretion,  to  pay  the  entire  amount  not  yet  amortized  in  one  sum 
and  charge  such  sum  to  profit  and  loss; 

That  the  Receivers,  Central  Union  Telephone  Company  should  be 
authorized  to  purchase  $18,000,  par  value,  of  the  bonds  to  be  issued  by 
the  Automatic  company  at  par,  and  $38,500,  par  value,  of  the  Automatic 
company's  capital  stock  for  $9,625; 

That  as  the  proposed  schedule  of  exchange  rates  was  reasonable  and 
justifiable  and  had  been  approved  by  the  directors  of  the  Chamber  of 
Commerce 'of  Pontiac,  and  by  a  majority  of  citizens  present  at  a  meet- 
ir^  called  to  consider  the  rates,  the  proposed  increases  should  be  author- 
ized to  become  effective  when  the  combination  of  the  two  plants  in  Pontiao 
had  been 'completed  so  that  the  service  of  the  Automatic  company  was 
available  to  all  subscribers  of  both  systems; 

That  the  Automatic  company  should  be  authorized  to  discontinue  the 
free  service  between  Pontiac,  Chenoa,  Cornell,  Saunemin,  Flanagan  and 
Weston  and  to  substitute  therefor  a  toll  chaige  of  10  cents  per  message, 
said  toll  charge  to  be  established  to  the  completion  of  the  consolidation. 

Opinion  and  Order. 

The  applications  filed  herein,  jointly  by  the  Automatic 

Home  Telephone  Company,  and  David  R.  Forgan,  Edgar 

S,  Bloom  and  Frank  P.  Fowle,  Receivers,  Central  Union 

Telephone  Company,  .set  forth  that  petitioners  are  both 
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public  utilities,  engaged  in  the  operation  of  competing  tele- 
phone systems  in  Pontiac,  county  of  Livingston,  and 
vicinity,  and  that  as  such  public  utilities  they  are  subject 
to  the  provisions  of  the  Act  to  Provide  for  the  Regnlatior. 
of  Public  Utilities,  now  in  effect  in  Illinois. 

The  applications  ask  for  the  issuance  of  an  order  con- 
senting to  and  approving  the  purchase  by  the  Automatic 
Home  Telephone  Company  and  the  sale  by  the  Receivers^ 
Central  Ilnion  Telephone  Company  of  the  telephone 
exchange  property  now  operated  by  the  Receivers,  Central 
Union  Telephone  Company,  in  the  city  of  Pontiac,  and 
vicinity,  exclusive  of  central  oflSce  equipment,  receivers, 
transmitters  and  induction  coils,  supplies,  tools  and  equip- 
ment, stable  and  garage  equipment,  motor  vehicles,  toll 
pole  lines  and  toll  wires,  and  subscribers'  station  appa- 
ratus—  which  property  is  more  particularly  described  in 
the  proposed  bill  of  sale,  filed  with  the  application  and 
made  a  part  thereof  —  for  a  consideration  of  $52,500,  to 
be  paid  by  delivery  to  the  Receivers,  Central  Union  Tele- 
phone Company,  of  $52,500  par  value,  first  mortgage  loan 
gold  bonds  of  the  Automatic  Home  Telephone  Company. 
of  a  proposed  issue  of  bonds  in  the  aggregate  amount  of 
$125,000,  each  of  said  bonds  being  dated  October  1,  1918. 
and  maturing  October  1,  1928,  bearing  interest  at  the  rate 
of  6  per  cent,  per  aimmii,  payable  senii-amiually ;  provided 
further  that  the  Receivers,  Central  Union  Telephone  Com- 
pany purchase  outright  $18,000,  par  value,  first  mortgage 
gold  bonds  of  the  proposed  issue  of  bonds  in  the  aggregate 
amount  of  $125,000,  of  the  Automatic  Home  Telephone 
Company,  each  of  said  bonds  being  dated  October  1,  1918, 
and  maturing  October  1,  1928,  bearing  interest  at  the  rate 
of  6  per"  cent,  per  annum,  payable  semi-annually,  plus 
$38,500,  pai-  value,  of  the  common  capital  stock  of  the 
Automatic  Home  Telephone  Company  now  issued  and  out- 
standing; the  said  $18,000  worth  of  first  mortgage  loan  6 
per  cent,  gold  bonds  to  lie  purchased  at  par  for  cash  and 
the  said  $38,500,  par  value,  of  common  capital  stock  to  be 
purchased  for  $9,625  cash. 
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Authority  is  also  asked  for  the  issuance  by  the  Auto- 
matic Telephone  Company  of  its  first  mortgage  gold  bonds 
in  the  aggregate  amount  of  $125,000,  pax  value,  each  of 
said  bonds  being  dated  October  1,  1918,  and  maturing 
October  1,  1928,  bearing  interest  at  the  rate  of  6  per  cent, 
per  annum,  payable  semi-annually,  and  secured  by  a  first 
mortgage  or  deed  of  trust  to  the  Central  Trust  Company 
of  Illinois,  Chicago,  Illinois,  as  trustee,  covering  all  prop- 
erty and  assets  of  the  said  Automatic  Home  Telephone 
Company,  now  owned  or  to  be  hereafter  acquired  by  it, 
and  redeemable  on  any  interest  day  after  October  1,  1921, 
at  a  premium,  of  2  per  cent,  plus  accrued  interest,  upon 
due  notice  to  the  then  owner  of  said  bonds  under  the  con- 
ditions provided  for  in  the  mortgage  or  deed  of  trust 
securing  the  entire  issue. 

The  applications  further  ask  for  the  issuance  of  an  order 
authorizing  the  discontinuance  of  the  schedule  of  rates  for 
telephone  service  now  in  effect  in  the  city  of  Pontiac,  and 
vicinity,  in  the  plants  now  operated  by  the  Automatic  Home 
Telephone  Company,  and  the  Receivers,  Central  Union 
Telephone  Company,  and  the  substitution  therefor  of 
another  schedule  applying  to  all  stations  in  the  combined 
plants  should  the  proposed  purchase  and  sale  and  bond 
issue  be  approved. 

The  several  applications  herein,  all  parties  having  been 
duly  notified,  came  on  for  hearing  before  the  Commission 
on  November  26,  1918.  The  Beceivers,  Central  Union 
Telephone  Company  were  represented  by  0.  M.  Burgess, 
commercial  engineer;  the  Automatic  Home  Telephone 
Company,  by  Albert  E.  Wilson  and  L.  W.  Teusherg, 
attorneys,  and  the  city  of  Pontiac  by  Ray  Seder,  city 
attorney.  No  objectors  to  the  proposed  purchase  and  sale, 
issue  of  bonds,  or  proposed  advances  in  rates  appeared. 

The  Commission,  after  giving  careful  consideration  to 
the  testimony  and  exhibits  filed,  is  of  the  opinion,  and 
finds, 

1.  That  David  R.  Forgan,  Edgar  S.  Bloom  and  Frank  F. 
Powle  were  appointed  Receivers  of  the  Central  Union  Tele- 
phone Company  by  order  entered  January  31,  1914,  in  the 
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Superior  Court  of  Cook  County,  in  the  ease  of  Read,  et  al. 
V.  Central  Union  Telephone  Company,  et  al.,  and  that  they 
are  now  engaged  in  tlie  operation  of  a  telephone  system  in 
Illinois,  with  conneptinjj  trunk  and  toll  lines  and  including 
tt  local  exchange  in  the  city  of  Pontiac. 

2.  That  the  Automatic  Home  Telephone  Company  is  a 
corporation  organized  and  existing  under  and  hy  \nrtue  of 
the  laws  of  the  State  of  Delaware  and  duly  licensed  to  do 
business  within  the  State  of  Illinois,  having  its  principal 
place  of  business  in  Pontiac,  and  that  it  is  engaged  in  the 
operation  of  a  telephone  system  comprising  one  exchange 
in  Pontiac,  and  certain  toll  circuits  and  farm  or  rural  cir- 
cuits connecting  therewith. 

3.  That  the  authorized  capital  stock  of  the  Automatic 
Home  Telephone  Company  is  $200,000,  par  value,  cumu- 
lative dividend  preferred  stock,  of  which  $104,050  is  out- 
standing, and  $110,000,  par  value,  common  capital  stock, 
all  of  which  is  outstanding. 

4.  That  a  resolution  jjassed  at  a  meeting  of  stockholders 
of  the  Automatic  Home  Telephone  Company  held  Sep- 
tember 21,  1918,  authorized  the  directors  to  issue  its  tirst 
mortgage  gold  bonds  in  the  aggregate  amount  of  $125,000, 
said  bonds  to  be  secured  by  a  mortgage  or  deed  of  trust 
upon  all  the  property,  both  real  and  personal,  now  owned 
by  the  company  or  to  be  hereafter  acquired  by  it,  each  of 
said  bonds  being  dated  October  1,  1918,  and  maturing 
October  1,  1928,  bearing  interest  at  the  rate  of  6  per  cent, 
per  annum,  payable  semi-annually,  the  entire  issue  to  be 
devoted  to  the  following  purposes  and  not  otherwise: 

$36,500  to  be  retained  by  trustee  and  certified  and  issued  only  to  meet 
the  cost  of  additioRB,  extensions,  irapnivoments  and  betteiments  of  the 
eonipanj''s  plants  and  systems,  or  for  the  acquisition  of  other  telephone 
properties,  plants  and  systems  upon  the  approval  of  the  PiUilic  Utilities 
Commissioa  of  Illinois. 

$88,500  to  be  certified  and  issued  by  tlie  trustee  to  the  president  of  the 
Automatic  Home  Telephone  Company  for  the  following  purposes  and 
not  otherwise ; 

$52,500  to  be  issued  as  the  consideration  in  the  purchase  of  the  existing 
telephone  plant  and  properties  of  the  Receivers,  Central  Union  Telephone 
Company  in  Pontiac,  and  vicinity. 
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$20,000  to  be  sold  and  tbe  proc«eda  osed  to  oover  the  cost  of  connecting 
and  combming  the  telephone  plant  proposed  to  be  aoqaired  from  the 
Receivers,  Central  Union  Tdephone  Company  with  the  present'  plant  of 
company. 

$16,000  to  be  sold  and  the  proceeds  used  in  payment  of  the  present 
unfunded  debt  of  the  Automatic  Home  Telephone  Company  for  con- 
struction, extensions,  improvements  and  additions  to  its  faeilities. 

5.  That  a  contract  has  been  made  by  and  between  the 
Automatic  Home  Telephone  Company  and  the  Receivers, 
Central  Union  Telephone  Company,  covering  the  purchase 
by  the  foniior  and  the  sale  by  tlie  latter  of  the  present  tele- 
phone exchange  property  operated  >)y  the  latter  in  the  city 
of  Poiitiac  and  vicinity,  exclusive  of  the  central  office 
equipment,  receivers,  transmitters  and  induction  coils, 
supplies,  tools  and  equipment,  stable  and  garage  equip- 
ment, motor  vehicles,  toll  pole  lines  and  toll  wires,  and  sub- 
scribers' station  apparatus,  which  property  is  more  par- 
ticularly described  in  the  proposed  bill  of  sale  filed  with 
the  application  and  made  a  part  thereof. 

That  tlie  consideration  specified  to  be  paid  the  Receivers, 
Central  Union  Telephone  Company,  is  $52,500,  par  value, 
first  mortgage  gold  bonds  of  the  Automatic  Home  Tele- 
phone Company  of  a  proposed  issue  and  the  aggregate 
amount  of  $125,000,  each  of  said  bonds  being  dated 
October  1, 1918,  and  maturing  October  1, 1928,  and  bearing 
interest  at  the  rate  of  6  per  cent,  per  annum,  payable  semi- 
annually. 

That  the  contract  further  specifies  that  the  Automatic 
Home  Telephone  Company  sell  to  the  Receivers,  Central 
Union  Telephone  Company,  $18,000,  par  value,  of  its  first 
jnortgage  gold  bonds  of  a  proposed. issue  in  the  aggregate 
amount  of  $125,000,  each  bond  being  dated  October  1, 1918, 
and  maturing  October  1,  1928,  and  bearing  interest  at  6 
per  cent,  per  annum,  payable  semi-annually,  at  par  for 
cash,  and  $38,500,  par  value,  of  its  common  capital  stock, 
now  issued  and  outstanding,  for  $9,625  in  cash. 

6.  That  the  Superior  Court  of  Cook  County,  by  its  order 
of  May  8, 1918,  has  authorized  the  Receivers,  Central  Union 
Telephone   Company,   to   execute   all  instruments,   docu- 
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ments,  and  papers  necessary,  in  order  to  cousunuuate  the 
proposed   sale   of   the   telephone  exchange   propertj-  in 
Pontiac  and  vicinity,  under  the  conditions  and  for  the  con- 
sideration stated. 

7.  That  the  Pontiae  Chamber  of  Commerce  and  Board  of 
Supervisors  of  the  county  of  Livingston  have  both  passed 
resolutions  favoring  the  consolidation  of  the  competing 
telephone  exchange  properties  in  the  city  of  Pontiac,  and 
that  the  directors  of  the  Pontiac  Chamber  of  Commerce, 
after  examination  of  the  schedule  of  rates  proposed  to  be 
placed  in  effect,  upon  the  combination  and  consolidation  of 
the  two  plants,  stated  by  resolution,  that  the  proposed 
schedule  of  rates  is  reasonable,  satisfactory,  and  will  not  be 
opposed. 

That  prior  to  filing  the  proposed  classification  and  sched- 
ule of  rates  herein,  it  was  submitted  to  the  citizens  of 
Pontiac  at  a  duly  advertised  public  meeting,  and  that  the 
entire  schedule  and  classification  was  thoroughly  con- 
sidered and  approved  by  a  majority  of  those  present. 

8.  That  the  present  telephone  exchange  of  the  Receivers, 
Central  Union  Telephone  Company,  now  serves  approxi- 
mately 957  city  stations  and  108  rural  stations  in  Pontiac 
and  vicinity,  while  the  telephone  exchange  of  the  Auto- 

'  matic  Home  Telephone  Company  now  serves  approxi- 
mately 1147  city  stations  and  86  rural  stations,  and  that 
the  total  number  of  stations  in  both  exchange  plants  include 
approximately  391  duplicated  stations. 

9.  That  the  general  distribution  and  classification  of 
service  and  the  schedule  of  rates  now  authorized  together 
with  the  proposed  schedule  of  rates  for  the  combined  plants 
are  as  follows: 
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Home  Telephone 
Company 

Central  Union 
Telephone 
Company 

Pro- 
posed 
Rates 

Hom- 
berof 
8ub- 
MTibeni 

Annual 
Rate* 

Num- 
ber of 
Snb- 
uribera 

Annus] 
RatM 

210 
7 
18 
35 
14 
32 
78 
710 
6 
16 
5 

$30  00 
18  00 
21  00 
600 
300 
24  00 
18  00 
16  00 
12  00 
600 
3  00 

12  00 

147 

■  *    81 

28 

134 
285 
141 

36 



'    ios 
"db 

3 

1 

37 
34 

124  00 

isoo 

12  00 

isoo 

15  00 
12  00 

'6  06 

i2  66 
"soo 

12  00 
500 

13  00 
500 

Privkte  line  bnsMM,  oUri^ 

Exianmon  line  bucrinew,  two-way 

EztttiaioD  line  buancM,  one-way 

600 
420 

Four-party  line  reeidenoe.empbyees. 
Exteni^n  line  reaidence,  two-way. . . 
Extennon  line  residence,  one-way .  . 
Rural  Borviee: 

'     8  66 
300 

86 

Private  branch  exchange  boards: 

(A) 

Private  branch  exchange  stattons: 

TOTAL 

1,233" 

1,065 

10.  That  the  Receivers,  Central  Union  Telephone  Com- 
pany, have  submitted  an  inventory  and  appraisal  of  the 
property  to  be  sold  showing  the  reproduction  cost  new,  as 
of  February  25,  1918,  to  be  $75,611,  and  the  reproduction 
cost  new,  less  de]»reciation,  $61,924;  that  the  Automatic 
Home  Telephone  Company  has  submitted  an  inventory  and 
appraisal  of  the  property  now  used  in  furnishing  its  tele- 
phone service  in  Pontiac  and  vicinity,  showing  the  repro- 
duetion  cost  new  of  the  physical  portion  of  the  property 
to  be  $171,688,  and  the  reproduction  cost  new,  less  depre- 
ciation, $142,070;  that  the  fair  and  reasonable  value  of 
that  part  of  the  property  which  cannot  be  used  in  the  con- 


"An  error  in  addition  is  apparent. 
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solidated  plants  will  not  exceed  5  per  cent,  of  the  repro- 
duction cost  new  of  both. 

11.  That  the  consolidation  and  combination  of  the  twit 
present  plants  will  require  changes  and  additions  to  the 
present  plant  of  the  Automatic  Home  Telephone  Company, 
-and  that  these  changes  and  additions  ■will  involve  an 
expenditure  reasonably  estimated  to  be  approximatelv 
$20,000. 

12.  That  a  fair  and  reasonable  present  value  for  the 
pliysical  portion  of  the  consolidated  plants,  exclusive  of  all 
additions  and  improvements  made  to  the  plant  of  the  Auto- 
matic Home  Teleplione  Company  for  the  purpose  of  com- 
pleting the  proposed  consolidation  and  combination,  is 
$200,898,  and  that  the  estimated  reproduction  cost  mew  of 
the  consolidated  and  combined  physical  plants,  as  of  Janu- 
ary 1,  1919,  is  $243,  498. 

13.  That  the  consolidation  of  the  two  competing 
cseJianges,  as  proposed,  is  in  accord  with  public  policy 
since  it  appears  from  the  evidence  that  such  consolidation 
will  result  in  more  complete  sennce  for  the  social  and  busi- 
ness interests  of  Pontiac,  and  that  a  substantial  saving  will 
be  effected,  especially  for  subscribers  now  served  by  both 
competing  plants. 

14.  That  the  proposed  consolidation  will  effect  a  probable 
reduction  of  391  in  the  total  number  of  telephone  stations 
in  the  combined  plants,  and  that  the  annual  exchange 
revenue  with  the  probable  number  of  stations  retaine<l 
after  consolidation  under  the  present  rates  of  the  Auto- 
matic Home  Telephone  Company  will  be  approximately 
$31,892,  and  under  the  proposed  rates,  approximatelv 
$37,239. 

That  in  addition  to  the  revenue  from  local  telephone 
rentals,  it  is  estimated  that  revenue,  amounting  to  approxi- 
mately $2,100  per  annum,  will  be  realized  due  to  the  pro- 
posed elimination  of  free  SRr\'ice  to  Chenoa,  Cornell. 
Raunemin,  Flanagan  and  Weston.  The  proportion  of 
other  toll  revenue  that  may  be  properly  allocated  to  local 
revenue  is  approximately  $1,870  per  annum.  The  estimated 
total  local  revenue  after  the  consolidation  of  the  two 
exchanges  imder  the  proposed  rates,  therefore,  is  $41,209. 
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That  the  annual  operating  expenses  ol'  the  Automatic 
Home  Telephone  Company,  exclusive  of  any  allowance  for 
depreciation  for  the  two  years  ending  December  31,  1917, 
are  $14,221  and  $16,410,  respectively,  an  average  of  $12.45 
per  annum  per  station.  With  an  estimated  total  of  1907 
stations  after  consolidation,  the  annual  operating  expense, 
exclusive  of  any  allowance  for  depreciation,  based  upon 
the  1916  and  1917  average  per  station,  is  $23,742.  That 
since  the  net  revenue  available  for  return  upon  investment 
and  depreciation,  based  upon  the  proposed  schedule  of 
lates  and  the  probable  number  of  stations  remaining  in  the 
two  plants  after  consolidation  is  approximately  $17,467, 
8.6  per  cent,  upon  the  reproduction  cost  new,  less  deprecia- 
tion, of  the  combined  property,  it  is  unufcessary  for  the 
purposes  of  this  proceeding,  for  the  Conmiission  to  fix  a 
value  upon  the  entire  property,  tangible  and  intangible,  as 
a  basis  for  rate-making. 

It  is,  therefore,  ordered  by  the  Public  Utilities  Commis- 
sion of  Illinois  as  folloivs: 

1.  That  the  sate  by  the  Receivers,  Central  Union  Tele- 
phone Company  and  purchase  by  the  Automatic  Home 
Telephone  Company  of  the  telephone  exchange  property 
operated  by  the  Eeeeivera,  Central  Union  Telephone  Com- 
pany, in  Pontiac  and  vicinity,  exclusive  of  the  central  office 
equipment,  receivers,  transmitters  and  induction  coils,  sup- 
plies, tools  and  equipment,  stable  and  garage  equipment, 
motor  vehicles,  toll  pole  lines  and  toll  wire,  and  subscribers' 
station  apparatus,  which  is  shown  in  detail  in  petitioners' 
Exhibits  A  and  B;  and  the  purchase  by  the  Receivers, 
Central  Union  Telephone  Company,  of  $18,000,  par  value, 
at  par,  first  mortgage  loan  6  per  cent,  gold  bonds  of  the 
Automatic  Home  Telephone  Company  of  the  proposed 
issue  in  the  aggregate  amount  of  $125,000 ;  and  $38,500  par 
value  of  its  common  capital  stock  for  $9,625,  both  in  cash ; 
in  accordance  with  the  contract  filed,  be,  and  they  are 
hereby,  authorized  and  approved,  upon  the  following  con- 
ditions and  not  otherwise,  to-wit: 

(a)  That  subscribers  of  both  telephone  systems  shall  be  enabled  to 
converse  with  all  other  subscribers  of  both  systems  through  adeqnate 
trunking  arrangements  within  sixty  days  from  the  date  of  this  order. 
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(b)  That  the  consolidation  of  the  two  systems  shall  be  eompleted  so 
that  the  Automatic  Home  Telephone  Company's  service  is  available  to 
all  subscribers  of  the  combined  systems  within  nine  months  from  the 
date  of  this  order. 

(c)  That  the  Receivers,  Central  TTnion  Telephone  Company  ahall  turn 
over  all  of  its  Pontiac  books  of  accounts  and  records  to  the  Antomatie 
Home  Telephone  Company,  taking  a  detailed  receipt  therefor  and  fur- 
nishing this  Commission  with  a  certified  copy  of  said  receipt. 

(d)  That  the  Automatic  Home  Telephone  Company  shall  make,  or 
cause  to  be  made,  a  final  report  to  this  CommisBion  of  the  operations  of 
said  Receivers,  Central  Union  Telephone  Company  in  Pontiac,  and  vicinity, 
from  the  date  of  its  last  annual  report  to  this  Commission  to  the  dale 
the  property  is  transferred. 

2.  That  the  proposed  issue  of  first  mortgage  loan  gold 
bonds  in  the  aggregate  amount  of  $125,000,  each  of  said 
bonds  being  dated  October  1,  1918,  and  maturing  October 
1,  1928,  bearing  interest  at  the  rate  of  6  per  cent,  per 
annmn,  payable  semi-annually,  by  the  Automatic  Home 
Teleplione  Company,  and  the  execution  of  a  first  mortgagp 
or  deed  of  trust  to  the  Central  Trust  Company  of  Illinois, 
as  Trustee,  upon  all  the  property  both  real  and  personal, 
now  OM^led  by  the  company  or  to  be  hereafter  acquired  by 
it,  in  the  form  submitted,  to  secure  the  proposed  issue  of 
bonds  is  authorized  and  approved  upon  the  following  con- 
ditions and  not  otherwise,  to-wit: 

(a)  That  $52,-500,  par  value,  Hrst  mortgage  loan  6  per  cent,  gold  bomb 
of  the  proposed  issue  in  the  a^regate  amount  of  $125,000,  shall  be 
issued  to  the  Receivers,  Central  Union  Telephone  Company  as  the  ron- 
sideration  for  the  property  purchased. 

(b)  That  $36,500,  par  value,  lirst  mortgage  loan  B  per  cent,  gold 
bonds  of  the  proposed  issue  in  the  aggregate  amount  of  $125,000,  shall 
he  certified  and  issued  only  to  meet  the  cost  of  additions,  extensions- 
improvements  and  betterments  of  the  company's  plants  and  systems,  or 
for  the  acfjuisition  of  other  teleplione  plants  and  sj'stems  upon  the 
approval  of  the  Public  Utilities  Commission  of  Illinois. 

(c)  That  $20,000,  par  value,  first  mortgage  loan  6  per  cent,  gold 
bonds  of  the  proposed  issue  in  the  aggregate  amount  of  $125,000,  shall 
be  sold  for  money  only  at  not  less  than  90  per  cent,  par  value,  and  that 
the  proceeds  shall  he  used  only  for  the  purpose  of  connecting  and  com- 
bining the  telephone  plant  to  be  acquired  from  the  Receivers,  Central 
Union  Telephone  Company  with  the'  present  plant  of  the  Antomotic 
Home  Telephone  Company. 
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(d)  That  $16,000,  par  valae,  first  mortgage  loan  6  per  cent,  gold  bonds 
of  the  proposed  issue  in  the  aggr^Bte  amount  of  $125,000,  shall  be  sold 
for  money  only  at  not  less  than  90  per  cent,  of  par  value,  and  the  pro- 
ceeds used  in  payment  of  the  present  unfunded  debt  of  the  Automatic 

-  Home  Telephone  Company  for  construction,  extensions,  improvements  and 
additions  to  its  facilities. 

(e)  That  all  disconnte,  commissions  and  expenses  incurred  in  the 
issue  and  sale  of  the  first  mortgage  loan  6  per  cent,  gold  bonds  of  the 
proposed  issue  in  the  aggregate  amount  of  $125,000,  shall  be  amortized 
out  of  the  income  of  the  company  before  October  1,  1928,  by  equal 
annual  installments  sufScient  to  amortise  the  entire  sum  before  October 
1,  1938;  but  the  Automatic  Home  Telephone  Company  is  authorized,  at 
its  discretion,  to  pay  the  entire  amount  not  yet  amortized,  in  one  sum  and 
charge  such  sum  to  profit  and  loss. 

(f)  That  the  Automatic  Home  Telephone  Company  shall  keep  -true 
and  accurate  accounts  showing  the  receipt  and  application,  in  detail,  of 
the  proceeds  of  the  sale  of  the  bonds  hereby  authorized  to  be  issued  by 
it,  and  shall  make  verified  report  to  this  Commission,  stating  the  amount 
of  bonds  issued,  the  terms  and  conditions  of  sale  or  disposal,  the  moneys 
realized  therefrom,  and  the  use  and  application  of  snch  moneys;  and  the 
accounts,  vouchers  and  records  of  said  company,  in  connection  therewith, 
shall  be  open  to  audit  and  may  be  examined  from  time  to  time  by  account- 
ants and  examiners  designated  for  that  purpose  by  the  Public  Utilities 
Commission  of  Illinois. 

(g)  That  the  Automatic  Home  Telephone  Company,  before  the  deliverj- 
of  the  bonds  hereby  authorized  to  be  issued  by  it,  shall  cause  to  be  printed, 
stamped  or  engraved  on  the  face  of  each  of  said  bonds,  for  the  proper 
and  easy  identification  thereof,  the  following: 

PUBLIC  UTILITIES  COMMISSION  OF  ILLINOIS 

Authorization  No.  SIO 

March,  1919. 

(h)  That  the  Automatic  Home  Telephone  Company  be,  and  it  is  hereby, 
charged  an  amount  equal  to  10  cents  for  every  $100,  par  value,  of  the 
bonds  authorized  by  this  order  to  be  issued  by  it,  and  the  same  shall  be 
pud  into  the  state  treastu7  before  such  bonds  shall  be  issued. 

3.  That  the  proposed  schedule  of  advanced  rates  for 
telephone  service  is  reasonable  and  justifiable,  and  the 
Automatic  Home  Telephone  Company  is  hereby  authorized 
to  discontinue  the  schedule  of  rates  now  in  effect  in 
Pontiac  and  vicinity,  and  to  substitute  therefor  the  sched- 
ule of  rates  as  submitted  and  listed  below,  under  the  fol- 
loM-ing  conditions  and  not  otherwise,  to- wit : 
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ScBSDULE  or  ExCBAxox  Ratss  asd  CBisaata  Automatic  Eoub  Txlk- 

PEOKE  COUPANT 

Annual  Botes 
Clcus  of  Service  Btukuas       Reaidenct 

Individual  flat  rate $3600  f34D0 

Two-party  flat  rate 3000  2100 

Four-party  flat  rate 18  00 

T«n-part;  flat  rat«  (rural) 24  00  18  00 

Extenaion  telephone  {within  same  premises)  fiat 
rate : 

Two-way 600  60O 

One-way 4  20  3  00 

BeU    3  00  3  00 

6-mch  gong 600  600 

Private  Branch  Exchange  No.  i: 
Switchboard  with  operator's  set  for  each  posi- 
tion      24  00  18  00 

Battery  circuit  where  total  rental  is  less  than 

$150  per  year 24  00  18  00 

Generator  circuit,   where  total    rental   is  less 

than  $150  per  year 24  00  18  00 

Trunk,  two-way,  flat  rate  (minimum  installa- 
tion, 1  trunk) 36  00  24  DO 

Station  (within  same  premises)  (minimum  in- 
stallation, 5  stations) 12  00  12  00 

Private  Branch  Exchange  No.  2: 

Trunk,  two-way,  flat  rate 36  00  24  00 

Station    (within  same  premises,  minimum,  5; 

maximum,  10  stations) 12  00  12  GO 

Private  Branch  Ex<Aange  —  Hotel; 

Switchboard  with  operator's  set  for  each  posi- 
tion    6  00     

Battery  circuit  where  total  exchange  revenue  is 

less  than  $150  per  year 24  00 

Generator  circuit  where  total  exchange  revenue 

is  less  than  $150  per  year 24  00     

Trunk: 

Two-way,  flat  rate 36  00     

Two-way,    measured    No  charge 

Minimum  installation,  two  trunks,  additional 
measured  trunks  furnished  in  accordance 
with  requirements  of  the  service  as  deter- 
mined by  studies  made  by  this  company. 
Measured  service  messages  at  5  cents  each. 
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Annual  Rates 
Claat  of  Service:  Business      Residence 

Station  (within  same  premioea)  (minimum  in- 
stallation 20  stations) $5  00 

Extra  Mileage: 

Line  extending  beyond  the  establiehed  exchange 
area,  the  boundaries  of  whick  are  city  limita. 

Individual,  qnart^i'  mile  or  fraction  thereof. .  $6  00  6  00 

Two-party,  quarter   mile  or  fraction  thereof, 

for  eaoh  subscriber 3  75  3  75 

Four-party,  quarter  mile  or  fraction  thereof, 

for  each  subscriber 228  226 

Two-party  service  beyond  the  established  ex- 
change area  will  be  furnished  only  when  two 
parties  outside  said  area,  but  within  one- 
quarter  mile  of  each  other,  are  actually  con- 
nected at  the  two-party  rate. 

Four-party  service  beyond  the  established  ex- 
change area  will  be  furnished  only  when  at 
least  three  parties  outside  a^d  area  who  are 
within  a  radius  of  one-quarter  mile  of  eoob 
other  are  actually  connected  at  the  fonr- 
party  rate. 
Public  Telephones: 

Local    calls,    5   cents   each   for   a   five-minnte 
period,  or  fraction  thereof,  and  5  cents  for 
each    additional    five    minutes    or    fraction 
thereof. 
'    Miscellaneous : 

Tnmk  connecting  two  private  branch  exchange 
switchboards,  first  mile  or  fraction  thereof, 
by  route  of  wire 40  00  40  00 

For  each  additional  quarter  mile  or  fraction 

thereof 10  00  10  00 

Class  of  Service: 

Private  tine  (including  terminal  instrumenta), 
'  first  mile  or  fraction  thereof,  by  route  of 
wire    40  00  40  00 

For  each  additional  quarter  mile  or  fraction 
thereof   10  00  10  00 

Extra  receivers 1  00  1  00 

Extra   operotor's  head    set    with   breast- pi  ate 

transmitter    3  50  3  50 

Collapsible  transmitter  arm  and  switch,  extra 
long  cords  in  excess  of  six  fret,  50  cents  per 
excess  foot  for  new  cord  and  renewals. 
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Annual  Rates 
Business      Residemee 
Ad  annual  charge  of  $7.50  for  each  quarter 

mile  or  fmctioQ  thereof  will  be  made  for  cir- 

cnita  to  connect  extensions  or  stations  located 

in  different  premisea  from  the  mftin  telephone 

or  switchboard.     By  "premises"  b  meant 

under  the  same  roof  or  on  the  same  lot,  pro- 
vided no  pole  or  underground  conduit  hae  to 

be  used  to  connect  the  station. 
E.Ytra  listing  members  same  firm  or  family...  $2  00  SI  00 

Where  not  member  of  same  firm  bnt  occnpying 


12  00 


SwU<Aing  Charge: 

To  rural  subscribers  ownii^  and  maintaining 
a  portion  of  their  own  line,  we  owning  and 
maintaining  the  balance,  for  Pontiac  service 

quarterly  in  advance 800  800 

Special  Rates: 
Club   rooms,  lodges,  churches,  hospitals  and 
other  public  charitable  institutions  not  sup- 
ported by  public  taxation : 

Individual  line 24  00     

Two-party  line 18  00     

Extensions  within  same  premises 6  00     

Employees  —  Rates  for  service  to  those  in  em- 
ploy of  this  company,  50  cents  less  per  month 
than  standard  rate  for  class  of  service  fur- 
nished, except  in  instances  of  manager,  su- 
perintendent of  equipment,  and  superin- 
tendent of  plant,  where  no  charge  is  made 
account  of  necessity  to  company. 
City  of  Pontiac  — ■  10  city  offices  (no  chsj^  as 
per  clause  in  franphise). 
Toll  Line  Bates: 

The  Independent  Toll  Clearing  Company  will  file  rates  for  independent 
and  toll  line  service  and  furnish  Information  r^arding  same,  except  as 
to  the  following  points  where  free  service  is  now  maintained  and  where 
authority  to  install  a  toll  rate  of  10  cents  per  five-minute  call  or  fraction 
thereof  is  here  requested. 

(a)  That  the  combination  and  consolidation  of  the  two  separate  tele- 
phone exchange  plants  in  Pontiac  and  vicinity,  shall  be  completed  so  that 
the  service  of  the  Antomatic  Home  Telephone  Company  is  available  to 
all  the  subscribers  of  both  systems  before  the  proposed  schedule  of  rates 
shall  be  placed  in  effect. 
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(b)  That  pending  the  oomplete  combination  and  consolidation  o£  the 
two  telephone  systemg,  tninking  airai^ementa  shall  be  completed  whereby 
the  subscribers  of  each  system  may  have  free  access  to  the  ai^scribers  of 
the  other  system  without  charge. 

4.  That  the  Automatic  Home  Telephone  Company  be, 
and  the  same  is  hereby,  authorized  to  discontinue  the  free 
service  between  Pontiac  and  Cheiioa,  Cornell,  Saunemin, 
Flanagan  and  Weston,  and  to  substitute  therefor  a  charge 
of  10  cents  per  call  under  the  following  conditions  and  not 
otherwise,  to-ivit: 

(a)  That  the  combination  and  consolidation  of  the  two  separate  tele- 
phone exchange  plants  in  Pontiac  and  vicinity,  shall  be  completed  so  that 
the  service  of  the  Automatic  Home  Telephone  Company  is  available  to 
all  the  subscribers  of  the  combined  systems  before  the  free  toll  service 
between  Pontiac  and  Chenoa,  Cornell,  Saunemin,  Flanagan  and  Weston 
shall  be  discontinued,  and  a  measa^  toll  of  10  cents  collected  in  lieu 
thereof. 

(b)  That  no  toll  rates  now  in  effect  from  either  of  the  two  present 
telephone  exchange  plants  in  Pontiac,  except  these  specifically  authorized 
to  be  changed  herein,  shall  not  be  increased  or  modified  in  any  particular 
without  the  specific  approval,  in  each  case,  of  the  Public  Utilities  Com- 
mission of  Illinois. 

5.  That  the  proposed  schedule  of  rates  authorized  herein, 
shall  be  filed,  posted  and  published  in  accordance  with  the 
requirements  of  Section  34  of  the  Act  to  Provide  for  the 
Regulation  of  Public  Utilities  and  with  General  Order  No. 
48*  of  the  Public  Utilities  Commission  of  Illinois. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
third  day  of  March,  1919. 
Commissioner  Wilkerson  dissenting. 


•  See  Commission  Leaflet  No.  97,  p.  891. 
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In  re  Appucation  of  SouTmiBN  Bell  Telephone  akp 
Telegraph  Company  and  the  Cumbebl&kd  Telephoke 
AND  Telegraph  Company  for  Authority  to  Place  is 
Effect  Increased  Toii  and  Long  Distance  Kates. 

Case  No.  8842. 

Decided  March  3,  1919. 

Sdudnle  of  Toll  Batoa  AjiplicaU*  to  HeMasM  BetwMH  Points  Not  Hon 
Thui  Twelve  Uiles  Aput,  Svapended. 

Suspension  Order. 

Oh  February  24,  1919,  the  Southern  Bel!  Telephone  and 
Telegraph  Company  and  the  Cumberland  Telephone  and 
Telegraph  Company  filed  with  the  Commission  a  schedule 
of  rates  for  long  distance  service,  applying  to  points  dis- 
tant from  each  other  twelve  miles  or  less,  and  proposed 
that  such  rfttes  become  effective  February  21,  1919. 

It  appears,  from  an  examination  of  the  schedule  filed, 
applying  to  messages  between  points  in  the  State  of 
Illinois,  distant  from  each  other  twelve  miles  or  less,  that 
the  Commission  should  enter  upon  a  hearing  concerning 
the  propriety  of  the  proposed  rates,  and  that  pending  the 
hearing  and  the  decision  thereon,  the  said  proposed  rates 
should  not  go  into  eflfect. 

It  is,  therefore,  ordered.  That  the  proposed  rates  for 
long  distance  connections  between  points  distant  from  each 
other  not  more  than  twelve  miles,  in  the  State  of  Illinois, 
stated  in  the  schedule  filed  by  the  Southern  Bell  Telephone 
and  Telegraph  Company  and  the  Cumberland  Telephone 
and  Telegraph  Company,  be,  and  the  same  are  hereby,  sus- 
pended until  July  23,  1919. 

By  order  of  the  Coimnission,  at  Springfield,  Illinois,  this 
third  day  of  March,  1919. 


IllL 
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in  re  Proposed  Increase  in  Rates  of  the  Altona  Farmers 
Telephone  Company. 

Case  No.  8699. 

Decided  March  5,  1919. 

locresM  in  Kates  AnthorlMd  — AUowanca  for  B«§arv«  for  Depreciation 
Ordered  Hade. 

The  Altona  Farmers  Telephone  Company  sought  authority  to  increase 
its  rates  at  Altona  and  vicinity. 

The  Commission  found  tliat  the  reproduction  cost  new  o£  the  entire 
plant,  based  upon  avertt^  prices  for  labor  and  material  for  the  five-year 
period  1612-1916,  and  including  the  present  stock  of  materials  and  sup- 
plies, was  $7,144,  and  that  the  reproduction  cost  new  less  depreciation, 
including  present  stock  of  materials  and  supplies,  was  $4,843. 

The  Commission  further  found  that  should  applicant  set  aside  $100  for 
reserve  for  depreciation,  which  was  reasonable,  its  operating  expenses, 
including  such  reserve  would  be  $1,9&3 ;  that  as  its  present  annual  revenue 
including  toll  revenue  was  only  $1,729,  it  was  operating  at  a  deficit  of 
$224. 

Held:  That  the  proposed  rates  would  produce  a  probable  increase  in 
operating  revenue  of  $400,  assuming  that  the  present  number  of  sub- 
scribeis'  stations  were  maintained  with  the  distribution  and  classification 
probable  under  the  proposed  schedule,  and  would  yield  a  net  anaoal 
income  of  $176,  or  3.42  per  cent,  on  the  reproduction  cost  new  leas 
depreciation  of  the  physical  portion  of  the  property; 

That  it  was  unnecessary  to  determine  the  total  value  of  the  entire 
property,  tangible  and  intangible,  as  a  basis  for  fixii^  rates,  since  on 
the  present  value  of  the  plant  alone,  the  proposed  schedule,  including  all 
toll  revenues,  would  produce  a  probable  net  annual  return  of  only  3.42 
per  cent.; 

That  the  proposed  increases  in  rates  should  be  authorized; 

That  the  ap])licant  should  set  aside  annually  to  provide  a  reserve 
against  depreciation,  $400  plus  6  per  cent,  of  the  cost  of  all  annual  addi- 
tions made  to  the  plant; 

That  all  items  of  the  expense  having  to  do  with  the  upkeep  of  the 
plant,  except  those  specifically  designated  in  Section  14,  "  Uniform  System 
of  Accounts  for  Telephone  Companies"  (Class  C  and  Class  D),  issued 
by  the  Commission,  should  be  charged  to  Account  No.  603  "  Depreciation 
of  Plant  and  Equipment." 

Opinion  and  Order, 
A  rovLsed  schedule  of  rates  for  telephone  service  in 
Altona  and  vicinity  having  been  filed  by  the  Altona  Farm- 
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I 
ers  Teleplione  Company,  and  all  interested  parties  haiiii? 
been  duly  notified,  the  matter  came  on  for  a  hearing  before 
the  ComniisRion  on  N'ovember  26, 1918.  The  petitioner  was 
represented  by  S.  D.  Broun,  treasurer  and  manager;  no 
objectors  appeared. 

The  present  and  proposed  schedule  of  rates  is  as  follows: 
Annttal  Rates 
Present        Proposed 

Individual  line  business  stations $16  00  $20  00 

Party  line  business  stations 14  00  18  00 

Individaal  line  residence  stations 12  00  16  00 

Party  line  residence  stations 9  00  12  00 

Extension  telephones  6  00 

Extension  bells 4  OO 

Rnral  switching  service  5  00  6  00 

A  statement  of  operating  expense  and  revenue  for  the 
year  ending  September  1,  1918,  was  submitted,  together 
with  proof  of  publication  of  notice  of  intention  to  apply  for 
authority  to  increase  rates.  Petitioner  stipulated  that 
should  a  report  be  made  by  the  telephone  engineer  of  the 
Commission  as  to  the  value  of  the  property  that  it  be  made 
n  part  of  the  record  in  the  case. 

On  September  1,  1918,  service  was  being  furnished  to 
201  subscribers,  distributed  and  classified  as  follows: 

Number  of  Per 

Subscribers  Annim 

Individnal  line  business  stations 1  $16  00 

Party  line  business  stations 14  14  00 

Party  line  residence  stations 77  900 

Rnral  switching  service  stations 109  5  00 

TOTAL 201 

The  plant  is  of  the  magneto  type,  with  metallic  circuits. 

The  reproduction  cost  new  of  the  entire  plant,  using 
average  prices  for  labor  and  material  for  the  five-year 
period,  1912  to  1916,  inclusive,  and  including  the  present 
stock  of  materials  and  supplies,  is  $7,144,  and  the  repro- 
duction cost  new,  less  depreciation,  and  including  present 
stock  of  materials  and  supplies,  is  $4,843. 
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In  connection  with  the  inventory  and  appraisal  of  the 
jilant,  the  condition  of  its  component  parts  was  determined 
by  inspection.  Based  upon  such  inspection  and  a  careful 
consideration  of  normal  life  tables,  the  Conmiissioii  is  of 
the  opinion  that  an  annual  allowance  of  $400  will  provide 
an  adequate  reserve  to  cover  current  depreciation.  No 
reserve  for  depreciation  has  been  accumulated. 

The  annual  reports  made  by  petitioner,  on  file  with  the 
Coimnission,  show  a  distribution  of  operating  expense 
which  does  not  accord  ■with  the  classification  of  accounts 
prescribed  by  the  Commission.  The  analysis  of  the  annual 
operating  expense  for  the  year  ending  September  1,  1918, 
filed  in  compliance  with  instructions  issued  at  the  hearing, 
Khows  a  total  of  $1,553,  exclusive  of  any  allowance  for 
depreciation.  The  total  operating  expense  for  the  same 
period,  including  an  allowance  for  depreciation,  as  fixed  by 
the  Commission,  therefore,  is  $1,953. 

The  annual  revenue  based  upon  the  classification  and  dis- 
tribution of  stations  as  of  September  1,  1918,  with  present 
rates  and  including  toll  revenue,  is  $1,729.  On  this  basis, 
the  annual  operating  result  is  a  deficit  of  $224.  Since  the 
toll  plant  ow^led  by  petitioner  and  devoted  exclusively  to 
toll  is  comparatively  small,  the  total  revenue  from  toll  may 
properly  be  included  as  a  part  of  the  local  revenue. 

The  proposed  rates  will  produce  a  probable  increase  in 
operating  revenue  of  $400.  Assuming  that  the  present 
■number  of  subscribers'  stations  will  be  maintained  with  the 
distribution  and  classification  probable  under  the  proposed 
schedule,  the  increased  rates  will  produce  a  net  annual 
income  of  approximately  $176.  This  is  an  annual  return 
of  3.42  per  cent,  on  the  reproduction  cost  new,  less  depre- 
ciation, of  the  physical  portion  of  the  property. 

The  Conmiission  is  of  the  opinion,  therefore,  and  finds 
that  it  is  unnecessary  in  this  case  to  determine  a  total  value 
of  the  entire  property,  tangible  and  intangible  as  a  basis 
for  fixing  rates,  since  on  the  present  value  of  the  physical 
plant  alone,  the  proposed  schedule  of  rates,  including  all 
loll  revenue,  will  produce  a  probable  net  annual  return  of 
only  3.42  per  cent. 
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In  view  of  the  record  and  all  the  facts,  the  Commission  is 
of  the  opinion  and  finds  that  the  proposed  schedule  of  rates 
is  justified  and  should  be  authorized. 

It  is,  therefore,  ordered  hy  the  Public  Utilities  Commis- 
sion of  Illinois,  as  follovs: 

Section  1.  That  the  Altona  Farmers  Telephone  Company 
be,  and  the  same  is  hereby,  authorized  to  discontinue  the 
schedule  of  rates  now  in  effect  in  Altona,  and  vicinity,  and 
to  substitute  therefore  the  following: 

Annual  Ratri 

Individual  line  business  stations $20  00 

Party  line  business  stations 18  00 

Individual  line  residence  stations 16  00 

Party  line  residence  stations 12  OO 

Extension  telephones   6  00 

Extension  bells  4  00 

Rural  switching  service 6  00 

Section  2.  That  the  Altona  Fanners  Telephone  Com- 
pany set  aside  annually,  to  provide  a  reserve  against  depre- 
ciation, $400  plus  6  per  cent,  of  the  cost  of  all  annual 
additions  made  to  the  plant  in  the  future. 

Section  3.  That  all  items  of  the  expense  having  to  do 
with  the  upkeep  of  the  plant,  except  those  specifically  desig- 
nated ill  Section  14,  "  Uniform  System  of  Accounts  for 
Telephone  Companies,"  (Class  C  and  D),  issued  by  this 
Conunission,  shall  be  charged  to  Account  Xo.  603,  "  Depre- 
ciation of  Plant  and  Equipment." 

Section  4.  That  the  .schedule  of  rates  herein  authorized, 
shall  be  filed,  posted  and  published  by  the  Altona  Farmers  " 
Telephone  Company,  in  conformity  with  Section  34  of  the 
Act  to  Provide  for  the  Regulation  of  Public  Utilities,  now 
in  effect  in  Illinois,  and  with  General  Order  No.  48*  of 
the  Public  Utilities  Commission  of  Illinois;  that  it  shall  be 
known  as  I.  P.  U.  C.  2,  and  shall  become  effective  as  of 
March  .7,  1919. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
fifth  day  of  March,  1919. 


•  See  Commission  Leaflet  No.  87,  p.  891. 
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In  re  Application  of  Illinois  Independent  Telephone 
AsaofiiATiON  et  al.,  fok  Autuoriit  to  Increase  Rates. 

Case  No.  8694. 

Decided  March  17, 1919. 

Incioase  in  Kates  AnthoriBBd  —  Discount  for  Prompt  VvfnaoA  Eq,iial 
to  IncTMue  In  Bfttes,  Aathorlxad. 

First  Supplemental  Oedee. 

In  a  joint  petition  filed  by  the  Illinois  Independent  Tele- 
phone Association  and  certain  individual  members  of  such 
association,  which  included  the  New  Boston  Telephone 
Company,  an  order  was  prayed  for  authorizing  the  said 
individual  members  to  place  in  effect  a  uniform  increase  of 
25  cents  per  month  for  each  class  of  service  furnished,  pro- 
vided that  a  discount  of  25  cents  per  month  be  made  in 
every  case  when  rentals  are  paid  on  or  before  the  fifteenth 
day  of  the  month  in  which  the  service  is  rendered. 

This  matter  was  duly  heard  and  findings  made  justifying 
the  proposed  advance  in  rates  and  an  order"  entered  per- 
mitting the  proposed  advance  in  rates  to  become  effective, 
all  as  set  forth  in  the  order  of  the  Conunission  dated  Jan- 
uary 22,  1919.  Through  inadvertence,  it  appears  that  the 
New  Boston  Telephone  Company  was  not  included  in  the 
list  of  individual  members  of  the  Independent  Telephone 
Association  authorized  in  the  said  order  to  place  the 
advanced  rates  in  effect. 

The  Commission  being  of  the  opinion  and  having  found 
that  the  proposed  increase  'in  rates  of  25  cents  per  month, 
under  certain  terms  and  conditions,  and  applicable  to  cer- 
tain individual  members  of  the  Independent  Telephone 
Association  joining  in  the  said  petition  which  includes  the 
New  Boston  Teleplione  Company,  are  just  and  reasonable, 
all  as  set  forth  in  the  said  order"  dated  January  22,  1919; 
and  the  Commission  being  fully  advised  in  the  premises ; 

/(  IS,  therefore,  orden-d,  That  the  New  Boston  Telephone 
Company,  an  individual  member  of  the  Illinois  Independent 


*  See  Conunission  Leaflet  No.  87,  p.  S 
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In  view  of  the  recon]  and  all  the  facts,  the  Commission  is 
of  tlie  opinion  and  finds  that  the  proposed  schedule  of  rates 
is  justified  and  should  he  authorized. 

/(  is,  therefore,  ordered  hy  the  Public  Utilities  Commis- 
bion  of  Illinois,  as  follows: 

Section  1.  That  the  Altona  Farmers  Telephone  Company 
be,  and  the  same  is  hereby,  authorized  to  discontinue  the 
schedule  of  rates  now  in  effect  in  Altona,  and  vicinity,  and 
to  substitute  therefore  the  following: 

Annual  Rales 

Individual  line  business  stations $20  00 

Party  line  business  stations 18  00 

Individual  line  residence  stations 16  00 

Party  line  residence  stations 12  00 

Extension  telephones    6  00 

Extension  bells   4  00 

Rnral  switchii^  service 6  00 

Section  2.  That  the  Altona  Farmers  Telephone  Com- 
pany set  aside  annually,  to  provide  a  reserve  against  depre- 
ciation, $400  plus  6  per  cent,  of  the  cost  of  all  annual 
additions  madc!  to  the  plant  in  the  future. 

Section  3.  That  all  items  of  the  expense  having  to  do 
with  the  upkeep  of  the  plant,  except  those  specifically  desig- 
nated in  Section  14,  "  Uniform  System  of  Accounts  for 
Telephone  Companies,"  (Class  C  and  D),  issued  by  this 
Connnission,  shall  be  charged  to  Account  \o.  603,  "  Depre- 
ciation of  Plant  and  Equipment." 

Section  4.  Tliat  the  .schedule  of  rates  herein  authorized, 
shall  be  filed,  posted  and  published  by  the  Altona  Farmers  " 
Telephone  Company,  in  conformity  with  Section  34  of  the 
Act  to  Provide  for  the  Regulation  of  Public  Utilities,  now 
in  eflfecl  in  Illinois,  and  with  General  Order  No.  48*  of 
the  Public  Utilities  Connnission  of  Illinois;  that  it  shall  be 
known  as  I.  P.  U.  C.  2,  and  shall  become  effective  as  of 
March  .7,  1919. 

By  order  of  the  Connnission,  at  Springfield,  Illinois,  this 
fifth  day  of  March,  1919. 

*  See  Commission  Leaflet  No.  87,  p.  891, 
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Application  Illinois  Ind.  Telephone  Co.        1597 

In   re  Applicatiok  of  Illinois  Independent  Telephone 
Association  et  al.,  for  Authority  to  Increase  Rates. 

Case  No.  8694. 

Decided  Harch  17, 1919. 

InCTSue  In  Kates  Authorized  —  DiBconnt  for  Prompt  Fiunnent  Equal 
to  Increua  In  Kates,  Antliorized. 

First  Supplemental  Order. 

In  a  joint  petition  filed  by  the  Illinois  Independent  Tele- 
phone Association  and  certain  individual  members  of  such 
association,  wliich  included  the  New  Boston  Telephone 
Company,  an  order  was  prayed  for  authorizing  the  said 
individual  members  to  place  in  effect  a  uniform  increase  of 
25  cents  per  month  for  each  class  of  service  furnished,  pro- 
vided that  a  discount  of  25  cents  per  month  be  made  in 
everj'  case  when  rentals  are  paid  on  or  before  the  fifteenth 
day  of  the  month  in  which  the  service  is  rendered. 

This  matter  was  duly  heard  and  findings  made  justifying 
the  proposed  advance  in  rates  and  an  order*  entered  per- 
mitting the  proposed  advance  in  rates  to  become  effective, 
all  as  set  forth  in  the  order  of  the  Commission  dated  Jan- 
uary 22,  1919.  Through  inadvertence,  it  appears  that  the 
New  Boston  Telephone  Company  was  not  included  in  the 
list  of  individual  members  of  the  Independent  Telephone 
Association  authorized  in  the  said  order  to  place  the 
advanced  rates  in  effect. 

The  Commission  being  of  the  opinion  and  having  found 
that  the  proposed  increase  in  rates  of  25  cents  per  month, 
under  certain  terms  and  conditions,  and  applicable  to  cer- 
tain individual  members  of  the  Independent  Telephone 
Association  joining  in  the  said  petition  which  includes  the 
New  Boston  Telephone  Company,  are  just  and  reasonable, 
all  as  set  forth  in  the  said  order*  dated  January  22,  1919; 
and  the  Commission  being  fully  advised  in  the  premises; 

/(  IS,  therefore,  ordered,  That  the  New  Boston  Telephone 
Company,  an  individual  member  of  the  Illinois  Independent 


•  See  ComniisBion  Leaflef  No.  87,  p.  '■ 
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Telephone  Association  joining  in  the  aforesaid  petition,  be, 
and  the  same  is  hereby,  authorized  to  place  in  effect  an 
increase  of  25  cents  per  month  per  telephone  station,  in 
each  and  every  telephone  rate  now  established  in  its 
exchange  at  Xew  Boston,  subject  to  the  foliomng  conditions 
and  not  otherwise,  to-wit : 

The  increase  in  telephone  rates  authorized  herein  shall  be  made  snb- 
jetit  to  the  establishment  of  a  discount  of  25  cents  per  station  per  month 
provided  that  the  service  is  billed  in  advance  and  the  monthly  rental  is 
paid  on  or  before  the  fifteenth  day  of  the  month  in  which  it  is  rendered. 

/(  is  further  ordered,  That  the  New  Boston  Telephone 
Company  herein  authorized  to  put  in  effect  an  increase  of 
25  cents  per  station  per  month,  with  a  like  discount  of  allow- 
ance for  prompt  payment,  under  the  conditions  herein 
stated,  shall  file,  post  and  publish,  in  conformity  with  Sec- 
tion 34,  of  the  Act  to  Provide  for  the  Regulation  of  Public 
Utilities,  now  in  effect  in  Illinois,  and  with  General  Order 
No.  28*  of  the  Public  Utilities  Commission  of  Illinois,  a 
schedule  of  the  rates  herein  authorized  for  telephone  serv- 
ice, and  that  such  increased  rates  shall  become  effective 
upon  the  filing  of  the  revised  schedule  with  the  Commission, 
but  in  no  event  prior  to  April  1,  1919. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
seventeenth  day  of  March,  1919. 


In  re  Proposkd  Increases  in  Ratm  of  the  Gai^va  Telephone 

Company. 

Case  N«.  8633. 

Decided  March   18,  1919. 

iBcrease  in  Bates  Anthorized  —  Diaconnt  for  Prompt  Fftymant  Apprortd 

—  Allowance  for  Beserro  for  Depreciation  Ordered  Set  Aside  — 

Bcbedote  of  Katea  Tlelding  Betnin  of  7.4  Per  Cent  Not 

Jnstifled. 

The  Galva  Telephone  Company  iiled  a  revised  schedule  of  rates  for 

service  in  Qalva  and  vicinity.    This  schedule  of  rates  had  been  suspended 

until  March  30,  1919,  pending  a  hearing  on  the  matter  by  the  Commission. 


*  See  Commission  Leaflet  No.  54,  p.  21. 
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Heid:  That  after  carefully  considering  tbe  method  used  in  appraising 
the  plant,  and  all  other  factors  involved,  making  due  allowance  for  work- 
ing capital  and  including  the  present  stock  of  materials  and  supplies,  the 
fair  value  of  the  property,  used  and  useful  in  furnishing  telephone  service 
in  Qalva  and  vicinity,  exclusive  of  toll  plant,  and  the  business  attached 
thereto,  including  everj-  element  of  value,  tangible  and  intangible,  for 
rate-making  purpoeea  was  $33,000; 

That  using  the  inai)ection  method  and  the  normal  life  tables,  the  plant 
of  the  applicant  was  depreciating  at  the  rate  of  $2,312  per  year,  or  6.3 
per  cent,  on  the  reproduction  cost  new;  therefore,  an  annual  allowance  of 
$2,300  would  be  required  to  provide  an  adequate  reserve  for  depreciation; 

That  Including  in  operating  expenses  an  allowance  of  $2,300  for  reserve 
for  depreciation,  tbe  total  operating  expenses  would  be  $11,053,  whereas 
the  operating  revenues  nnder  the  old  rates,  including  toll  revenue  prop- 
erly allocated  to  tbe  local  exchange,  were  $10,044,  leaving  a  deficit  of 
$1,009; 

That  the  proposed  rates  would  produce  a  probable  net  increase  in 
operating  revenues  of  approximately  $3,462,  assuming  that  the  present 
number  of  subscribers'  stations  was  maintained  with  the  distribution  and 
classification  probable  under  the  proposed  schedule;  and  this  would  result 
in  a  net  annual  income  of  approximately  $2,453,  or  7.4  per  cent,  on  the 
value  of  the  property  fixed  by  the  Commission  for  rate-making  purposes; 

That  the  proposed  schedule  of  rates  was  not  justified  but  a  modifica- 
tion thereof,  which  would  increase  revenues  by  approximately  $3,140  and 
yield  an  annual  net  income  of  $2,131,  6.4  per  cent,  on  the  value  of  the 
property,  should  be  approved ; 

That  the  applicant  should  set  aside  annually  to  provide  a  reserve  for 
depreciation,  $2,300  plus  6  per  cent,  of  the  cost  of  all  annual  additions 
that  may  be  made  to  the  plant  in  the  future; 

That  all  items  of  expense  having  to  do  with  the  upkeep  of  tbe  plant, 
except  those  specifically  designated  in  Section  14  "  Uniform  System  of 
Accounts  for  Telephone  Companies"  (Classes  C  and  D),  issued  by  the 
Commission,  should  be  charged  to  Account  No.  603,  "  Depreciation  of 
Plant  and  Equipment." 

Opinion  and  Order. 
A  revised  schedule  of  rates  for  telephone  service  in  Galva 
and  vicinity,  having  been  filed  by  the  Galva  Telephone 
Company,  and  a  hearing  on  the  matter  before  the  Commis- 
sion being  deemed  necessary,  an  order  was  issued  suspend- 
ing the  placing  in  effect  of  the  proposed  rates  until  March 
30, 1919. 
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Telephone  Association  joining  in  the  aforesaid  petition,  be, 
and  tlie  same  is  hereby,  authorized  to  place  in  effect  an 
increase  of  25  cents  per  month  per  telephone  station,  in 
each  and  every  telephone  rate  now  established  in  its 
exchange  at  New  Boston,  subject  to  the  follomng  conditions 
and  not  otherwise,  to-wit : 


)  telephone  rates  authorized  herein  shall  be  made  sub- 
ject to  the  establishment  of  a  discount  of  25  cents  per  station  per  month 
provided  that  the  service  is  billed  in  advance  and  the  monthly  rental  is 
paid  on  or  before  the  fifteenth  day  of  the  month  in  which  it  is  rendered. 

It  is  further  ordered,  That  the  New  Boston  Telephone 
Company  herein  authorized  to  put  in  effect  an  increase  of 
25  cents  per  station  per  month,  with  a  like  discount  of  allow- 
ance for  prompt  payment,  under  the  conditions  herein 
stated,  shall  file,  post  and  publish,  in  conformity  with  Sec- 
tion 34,  of  the  Act  to  Provide  for  the  Regulation  of  Public 
Utilities,  now  in  effect  in  Illinois,  and  with  General  Order 
No.  28*  of  the  Public  Utilities  Commission  of  Illinois,  a 
schedule  of  the  rates  herein  authorized  for  telephone  serv- 
ice, and  that  such  increased  rates  shall  become  effective 
upon  the  filing  of  the  revised  schedule  with  the  Commission, 
but  in  no  event  prior  to  April  1,  1919. 

By  order  of  the  Conmiission,  at  Springfield,  Illinois,  this 
seventeenth  day  of  March,  1919. 


In  re  Proposkd  Increases  in  Rates  of  the  Galva  Telephone 

Company. 

Case  No.  8633. 

Decided  March    18,  1919. 

IncreuK  in  Rates  Authorized  —  Discount  for  Prompt  PaymDnt  Approved 

—  Allowance  for  Keserve  for  Depred&tion  Ordered  Set  Aside  — 

Schedule  of  Rates  Yielding  Betorn  of  7.4  Per  Cent.  Hot 

Jiutifled. 

The  Galva  Telephone  Company  filed  a  revised  schedule  of  Tat«s  for 

service  in  Oalva  and  vicinity.    This  schedule  of  rates  had  beea  suspended 

until  *March  30,  1919,  pending  a  hearing  on  the  matter  by  the  Commission. 


*  See  Commission  Leaflet  No.  54,  p.  21. 
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Held:  That  after  carefully  considering  the  method  used  in  appraising 
tlie  plant,  and  all  other  factors  involved,  making  due  allowance  for  work- 
ing capital  and  including  the  present  stock  of  materials  and  supplies,  the 
fair  value  of  the  property,  used  and  useful  in  furnishing  telephone  service 
in  Qalva  and  vicinity,  exclusive  of  toll  plant,  and  the  business  attached 
thereto,  including  everj-  element  of  value,  tangible  and  intangible,  for 
rate-making  purposes  was  $33,000 ; 

That  using  the  inspection  method  and  the  nonual  life  tables,  the  plant 
of  the  applicant  was  depreciating  at  the  rate  of  $2,312  per  year,  or  6,3 
per  cent,  on  the  reproduction  cost  new,  therefore,  an  annual  allowance  of 
$2,300  would  be  required  to  provide  an  adequate  reserve  for  depreciation ; 

That  including  in  operating  expenses  an  allowance  of  $2,300  for  reserve 
for  depreciation,  the  total  operating  expenses  would  be  $11,053,  whereas 
the  operating  revenues  under  the  old  rates,  including  toll  revenue  prop- 
erty allocated  to  the  local  exchange,  were  $10,044,  leaving  a  deficit  of 
$1,009; 

That  the  proposed  rates  would  produce  a  probable  net  increase  in 
operating  revenues  of  approximately  $3,462,  assuming  that  the  present 
number  of  subscribers'  stations  was  maintained  with  the  distribution  and 
classification  probable  under  the  proposed  schedule;  and  this  would  result 
in  a  net  annual  introme  of  approximately  $2,453,  or  7.4  per  cent,  on  the 
value  of  the  property  fixed  by  the  Commission  for  rate-making  purposes; 

That  the  proposed  schedule  of  rates  was  not  justified  but  a  modifica- 
tion thereof,  which  would  increase  revenues  by  approximately  $3,140  and 
yield  an  annual  net  income  of  $2,131,  6.4  per  cent,  on  the  value  of  the 
property,  should  be  approved; 

That  the  applicant  should  set  aside  annually  to  provide  a  reserve  for 
depreciation,  $2,300  plus  6  per  cent,  of  the  cost  of  all  annual  additions 
that  may  be  made  to  the  plant  in  the  future; 

That  all  items  of  expense  having  to  do  with  the  upkeep  of  the  plant, 
except  those  specifically  designated  in  Section  14  "  Uniform  System  of 
Accounts  for  Telephone  Companies"  (Classes  C  and  D),  issued  by  the 
Commission,  should  be  charged  to  Account  No.  603,  "  Depreciation  of 
Plant  and  Equipment." 

Opinion  and  Order. 
A  revised  schedule  of  rates  for  teleplione  senice  in  Galva 
and  vicinity,  having  been  filed  by  the  Galva  Telephone 
Company,  and  a  liearing  on  the  matter  l)efore  the  Commis- 
sion being  deemed  necessary,  an  order  was  issued  suspend- 
ing the  placing  in  effect  of  the  proposed  rates  until  March 
30, 1919. 
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plant  was  found  to  be  $2,312,  or  6.3  per  cent,  on  the  repro- 
duction cost  new  of  the  property.    The  aeeuniolated  balance 
credited  to  depreciation  reserve  on  December  31, 1917,  was 
$5,294.57. 

After  carefully  considering  all  factors  affecting  the  rate 
of  depreciation,  the  Commission  is  of  the  opinion,  and  finds, 

j  that  an  annual  allowance  of  $2,300  will  be  required  to  pro- 

I  vide  an  adequate  reserve  against  depreciation. 

]  The  average  annual  operating  expense  for  the  three-year 

period  ending  December  31,  1918,  as  shown  in  the  annual 
reports  and  financial  statement  filed  with  the  Commission, 
exclusive  of  an  allowance  for  depreciation,  is  $8,753.  With 
an  annual  depreciation  allowance  of  $2,300  included,  tlie 

!  total     operating    expense,    therefore,    is    approximately 

$11,053.  The  annual  average  operating  revenue  for  the 
same  period,  including  the  toll  revenue  properly  allocated  to 
local  revenue,  is  $10,044. 

Under  present  rates,  therefore,  provided  the  present 
volume  of  toll  business  is  maintained,  and  the  allowance 
for  depreciation  fixed  by  the  Commission  is  included  in 
operating  expenses,  the  annual  operating  result  is  a  deficit 
of  $1,009. 

The  proposed  rates  will  produce  a  probable  net  increase 
in  operating  revenue  of  approximately  $3,462,  Assuming 
that  the  present  number  of  subscriber's  stations  is  main- 
tained with  the  distribution  and  classification  probable 
under  the  proposed  schedule,  a  net  annual  income  of 
approximately  $2,453  will  be  realized.  This  is  a  net  annual 
return  of  7.4  per  cent  on  the  minimum  value  of  the  prop- 
erty as  of  Februarj'  1,  1918,  fixed  by  the  Commission  for 
rate-making  purposes. 

The  Commission,  after  giving  due  weight  to  all  factors 
involved,  is,  therefore,  of  the  opinion,  and  finds,  that  the 
proposed  schedule  of  rates  is  not  justified  but  that  a  modi- 
fication of  the  proposed  schedule  will  produce  an  increase 
in  revenue  of  approximately  $3,140,  with  an  annual  income 
of  $2,131.  This  is  a  return  of  6.4  per  cent,  on  the  minimum 
value  of  the  property  as  of  February  1,  1918,  fixed  by  the 
Commission  for  rate-making  purposes. 
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It  is,  therefore,  ordered  by  the  Pvblic  Utilities  Commis- 
sion of  Illinois,  as  follows: 

Section  1.  That  rate  schedule  I.  P.  U.  C.  1  for  Galva, 
and  vicinity,  of  the  Galva  Telephone  Company  be,  and  the 
fcanie  is  hereby,  permanently  suspended. 

Section  2.  Tliat  the  Galva  Telephone  Company,  be,  and 
the  same  is  hereby,  authorized  to  discontinue  the  schedule 
of  rates  now  in  effect  in  Galva  and  vicinity,  and  to  substi- 
tute therefor  the  following  modification  of  the  proposed 
schedule : 

Annual  Rates 

Individual  line  business  stations $27  00 

Individual  line*  residence  stations 21  DO 

Four-party  line  residence  stations 18  00 

Business  extensions    6  00 

Resideni^e  eitteiisions    6  00 

Rural  party  line  stations 18  00 

Switching  stations    6  00 

Extension  bells,  business  or  residenee 3  00 

Automaphone,  in  addition  to  regular  rate 3  00 

Extra  listing  in  directory 50 

Extra  mileage  line  extending  beyond  established  exchanged 
area: 

Individual  line  per  quarter  mile  or  fraction  thereof 3  00 

Two-party  line  per  quarter  mile  or  fraction  thereof  for 
each  subscriber    2  00 

A  discount  of  25  i^ents  per  month  applies  to  the  rates  for  business  and 
residence  telephones  if  pnynient  is  made  monthly  at  the  otBee  of  the  com- 
pany on  or  before  the  fifteen  day  of  the  current  month. 

A  discount  of  25  cents  per  month  applies  to  the  rate  for  rural  party 
line  telephones  if  jiaynient  is  made  quarterly  at  the  ofRce  of  the  company 
on  or  before  the  fifteenlh  day  of  the  swond  month  in  the  current  quarter. 

A  discount  of  $1.00  applies  to  the. rate  for  service  stations  if  payment 
is  made  annually  at  the  office  of  the  company  on  or  before  March  1st  for 
the  current  year. 

Section  3.  That  the  Galva  Teleplione  Company  set  aside 
annually  to  provide  a  reserve  against  depreciation,  $2,300 
plus  6  per  cent,  of  the  cost  of  all  annual  additions  that  may 
be  made  to  the  plant  in  the  future. 

Section  4.  That  all  items  of  expense  having  to  do  with 
the  upkeep  of  the  plant,  except  those  specifically  designated 
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plant  was  found  to  be  $2,312,  or  6.3  per  cent,  on  the  repro- 
duction cost  new  of  the  property.    The  accumulated  balance 
credited  to  depreciation  reserve  on  December  31, 1917,  was 
$5,294..'J7. 

After  carefully  considering  all  factors  affecting  the  rate 
of  depreciation,  the  Commission  is  of  the  opinion,  and  finds, 
that  an  annual  allowance  of  $2,300  will  be  required  to  pro- 
vide an  adequate  reserve  against  depreciation. 

The  average  annual  operating  expense  for  the  three-year 
period  ending  December  31,  1918,  as  showTi  in  the  annual 
reports  and  financial  statement  filed  ■with  the  Commission, 
exclusive  of  an  allowance  for  depreciation,  is  $8,753.  With 
an  annual  depreciation  allowance  of  $2,300  included,  the 
total  operating  expense,  therefore,  is  approximately 
$11,053.  The  annual  average  operating  revenue  for  the 
same  period,  including  the  toll  revenue  properly  allocated  to 
local  revenue,  is  $10,044. 

Under  present  rates,  therefore,  provided  the  present 
vohime  of  toll  business  is  maintained,  and  the  allowance 
for  depreciation  fixed  by  the  Commission  is  included  in 
operating  expenses,  the  annual  operating  result  is  a  deficit 
of  $1,009. 

The  proposed  rates  will  produce  a  probable  net  increase 
in  operating  revenue  of  approximately  $3,462.  Assuming 
that  the  present  number  of  subscriber's  stations  is  main- 
tained with  the  distribution  and  classification  probable 
under  the  proposed  schedule,  a  net  annual  income  of 
approximately  $2,453  mil  be  realized.  This  is  a  net  annual 
return  of  7.4  per  cent  on  the  minimum  value  of  the  prop- 
erty as  of  February  1,  1918,  fixed  by  the  Commission  for 
rate-making  purposes. 

The  Conmiission,  after  giving  due  weight  to  all  factors 
involved,  is,  therefore,  of  the  opinion,  and  finds,  that  the 
proposed  schedule  of  rates  is  not  justified  but  that  a  modi- 
fication of  the  proposed  schedule  will  produce  an  increase 
in  revenue  of  approximately  $3,140,  with  an  annual  income 
of  $2,131.  This  is  a  return  of  6.4  per  cent,  on  the  minimum 
value  of  the  property  as  of  February  1,  1918,  fixed  by  the 
Commission  for  rate-making  purposes. 


Digilizcd  by  Google 


In  re  Rates  of  Galva  Telephone  Co.  1603 

.  L.  S9] 

It  is,  therefore,  ordered  by  the  Public  Utilities  Commis- 
sion of  Illinois,  as  follows: 

Section  1.  That  rate  schedule  I.  P.  U.  C.  1  for  Galva, 
and  vicinity,  of  the  Galva  Telephone  Company  be,  and  the 
&ame  is  hereby,  permanently  suspended. 

Section  2.  That  the  Galva  Telephone  Company,  be,  and 
tiie  same  is  he'reby,  authorized  to  discontinue  the  schedule 
of  rates  now  in  effect  in  Galva  and  vicinity,  and  to  substi- 
tute therefor  the  following  modification  of  the  proposed 
schedule : 

Annual  Rates 

Individual  line  basiness  Htations $27  00 

Individual  line  residence  stations 21  00 

Four-party  line  residence  stations IS  00 

Business  extensions    6  00 

Residence  extensions    S  00 

Rural  party  line  stations 18  00 

Switching  stations    6  00 

Extension  bells,  business  or  residence 3  00 

Automaphone,  in  addition  to  r^ular  rate 3  00 

Extra  listing  in  directory 50 

Extra  mileage  line  extending  beyond  establiahed  exchanged 

Individual  line  per  quarter  mile  or  fraction  thereof 3  00 

Two-party  line  per  quarter  mile  or  fraction  thereof  for 
pach  subscriber   2  00 

A  discount  of  25  cents  per  month  applies  to  the  rates  for  business  and 
residence  telephones  if  payment  is  made  monthly  at  the  office  of  the  com- 
pany on  or  before  the  fifteen  day  of  the  current  month. 

A  disi'ount  of  25  cents  per  month  applies  to  tbe  rate  for  rural  party 
line  telephones  if  jtayuient  is  made  quarterly  at  the  office  of  the  comjtany 
on  or  before  the  flftwnth  day  of  the  aocond  month  in  the  current  quarter. 

A  discount  of  $1.00  applies  to  the. rate  for  service  stations  if  payment 
is  made  annually  at  the  office  of  the  company  on  or  before  March  1st  for 
the  current  year. 

Section  3.  That  the  Oalva  Teleplione  Company  set  aside 
annually  to  provide  a  reserve  against  depreciation,  $2,300 
plus  6  per  cent,  of  the  cost  of  all  annual  additions  that  may 
be  made  to  the  plant  in  the  future. 

Section  4.  That  all  itenus  of  expense  having  to  do  with 
the  upkeep  of  the  plant,  except  those  specifically  designated 
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ill  Section  14,  "  Uniform  System  of  Accounts  for  Tele- 
plione  Companies,"  {Classes  C  and  D),  issued  by  the  Com- 
iiiission,  shall  be  charged  to  Account  No.  603,  "  Deprecia- 
tion of  Plant  and  Equipment," 

Section  5.  That  the  schedule  of  rates  authorized  herein 
shall  Ije  filed,  posted  and  published  by  the  Galva  Telephone 
Company  in  conformity  with  Section  34  of  the  Act  to  Pro- 
vide for  the  Regulation  of  Public  TJtilities,  now  in  effect  in 
Illinois,  and  with  General  Order  No.  28*  of  the  Public 
Utilities  Coumiission  of  Illinois,  and  that  it  shall  be  known 
as  Rate  Schedule  I.  P.  U.  C.  2,  and  shall  become  effective 
April  1,  1919. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
eighteenth  day  of  March,  1919.t 


■  See  Commission  Leaflet  No.  54,  p.  21. 

t  In  Application  of  Findtay  Mutual  Telephone  Company  (Ko.  8727, 
March  19,  1919),  the  Conimiasion  authorized  increase  of  rates  which  u-oold 
yield  6.5  per  cent,  on  the  value  of  the  property  but  disapproved  the  pro- 
posed schedule  oi'  ratea  which  would  produce  a  return  of  17.2  per  cent 
on  the  value  of  the  property.  In  Application  of  Citizens  Mutual  Tele- 
phone Company  (No.  8236,  March  19,  1919),  the  Commission  authorued 
an  increase  which  would  yield  a  wttnm  of  6.3  per  cent,  on  fair  valne  of 
the  property  after  finding  unjustifled  a  schedule  of  rates  which  would 
yield  a  return  of  8  per  cent.  In  Application  of  Keithaburg  Telephone 
Exchange  Company  (No.  8613,  MaJvh  18,  1919),  the  Commission  author- 
ized an  increase  in  rates  which  would  yield  a  return  of  6.1  per  cent., 
after  refusing  to  approve  the  proposed  schedule  of  rates  which  would 
yield  a  rate' of  return  of  8  per  cent.  In  Application  of  Martin3ville  Tele- 
phone Company  (No.  8577,  March  17,  1919),  the  Commission  authorized 
an  increase  in  rates  which  would  yield  a  return  of  5.9  per  cent,  on  the  value 
of  the  property  but  disapproved,  the  proposed  schedule  which  would  pro- 
duce a  return  of  10.2  per  cent,  on  the  value  of  the  property. 
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In  re  Application  of  Independent  Telboeaph  and  Tele- 
phone Company  fob  Authobity  to  Issue  Bonds. 
Case  No.  8904. 

Decided  MaTck  18,  1919. 

Ezecatlw  of  Doed  of  Tnut  by  Domestic  Oorporation  and  Issne  of  6  Per 

Oent.  Hortgage  Bonds  Therennder  for  Befimding  of  Oatstand- 

isg  Bonds  and  for  Acqnlsltioii  of  Propertr.  Aatborlzed. 

Opinion  and  Obdeb. 

Application  having  been  made  to  the  Public  Utilities 
Oommission  of  Llinois  by  the  Independent  Telegraph  and 
Telephone  Company  for  an  order  authorizing  the  issue  by 
said  company  of  its  first  mortgage  6  per  cent,  gold  bonds 
in  the  aggregate  amount  of  $13,500,  and  the  execution  of 
a  deed  of  trust  to  Sangamon  Loan  and  Trust  Company  of 
Springfield,  Llinois,  Trustee,  to  secure  said  bonds,  and  a 
hearing  having  been  held  thereon  and  the  petitioner  having 
pi'esented  its  evidence  and  the  matter  having  been  sub- 
mitted to  the  Commission  for  disposition,  it  appears. 

That  on  March  1,  1909,  the  petitioner  herein  executed  a 
trust  deed  to  the  "Western  Trust  and  Savings  Bank  as  trus- 
tee to  secure  an  issue  of  6  per  cent,  gold  bonds  in  the  aggre- 
gate amount  of  $15,000,  payable  March  1,  1909;  that  bonds 
in  the  aggregate  amount  of  $15,000,  par  value,  were  issued 
pursuant  to  the  terms  of  the  aforesaid  trust  deed  and  that 
$3,200,  par  amount,  of  said  bonds  have  been  retired  and  can- 
celled since  the  date  of  issue  thereof  by  the  use  of  moneys 
derived  from  the  income  of  the  company; 

That  the  petitioner  now  desires  the  consent  and  approval 
of  the  Commission  to  the  execution  of  a  new  first  deed  of 
trust  and  to  the  issue  thereunder  of  $13,500,  par  amount, 
of  6  per  cent,  gold  bonds,  to  be  dated  March  1, 1919,  matur- 
ing March  1, 1929,  the  proceeds  from  the  sale  of  which  shall 
he  used  to  retire  the  remaining  $11,800  of  bonds  outstand- 
ing of  the  aforesaid  prior  issue  and  to  acquire  certain 
property  in  the  city  of  Xauvoo  for  tlie  use  of  the  company 
as  an  oflSce  building. 

The  Commission  having,  considered  the  evidence  suh- 
mitted  and  being  fully  advised  in  the  premises,  and  being 
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of  the  opinion  that  the  moneys  and  property  to  be  procured 
by  the  execution  of  deed  of  trust  and  the  issue  of  bonds 
thereunder,  as  i>rayed  for.  are  reasonably  required  for  the 
purposes  herein  stated  and  not  reasonably  chargeable  to 
operating  expense  or  to  income,  finds  that  the  application  of 
the  petitioner  should  be  granted. 

It  is,  therefore,  ordered,  That  the  Independent  Telegraph 
and  Telephone  Company  be,  and  it  is  hereby,  authorized  to 
execute  a  deed  of  trust  to  the  Sangamon  Loan  and  Trust 
Company  of  Springfield,  Illinois,  Trustee,  substantially  in 
(he  form  as  submitted  aiid  attached  to  the  petitioner's 
application  herein,  securing  an  issue  of  bonds  not  exceeding 
$13,500. 

/(  is  further  ordered.  That  the  petitioner  be,  and  it  is 
iiereby,  authorized  to  issue  its  first  mortgage  loan  6  per 
cent,  gold  bonds  in  the  aggregate  amount  of  $13,500,  to  be 
dated  March  1, 1919,  maturing  March  1, 1929,  bearing  inter- 
est at  the  rate  of  6  per  cent,  per  annum,  payable  semi- 
annually, pursuant  to  the  terms  and  conditions  of  the  afore- 
said deed  of  trust  to  the  Sangamon  Ijoan  and  Trust  Com- 
pany of  Springfield,  Illinois,  Trustee. 

It  is  fiirther  ordered,  That  the  authority  to  issue  said 
bonds  be.  and  the  same  is,  granted  upon  the  follo^-ing 
conditions  and  not  otherwise: 

1.  That  tlie  said  company  shall  sell  the  bonds  herein 
authorized  to  he  issued,  so  as  to  net  the  company  not  less 
than  the  par  value  thereof,  besides  accrued  interest  thereon, 
and  shall  apply  tlie  proceeds  thereof  to  the  following 
purposes  only: 

(a)  For  the  disi-hartre  or  lawful  refunding  of  bonds  now 

outstanding  of  a  jirior  issue,  maturing  March  1,  1919.  $11,800 

(b)  For  the  acquisition  of  property 1,700 


2.  That  the  said  company  shall  keep  separate,  true  and 
accurate  accounts  covering  the  issue  and  deposition  of  the 
securities  herein  authorized  to  be  issued  and  thirty  days 
after  the  date  of  this  order  and  at  the  end  of  every  thirty 
days  thereafter,  so  long  as  may  be  necessary,  the  petitioner 
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shall  file  with  tliis  Commission  a  verified  report  (in  dupli- 
cate), showing  in  detail  the  sale  or  sales  of  said  securities 
herein  authorized,  the  moneys  derived  therefrom  and  the 
use,  application  and  disposition  of  said  moneys;  and  all 
said  accounts,  vouchers  and  records  shall  be  kept  open  to 
audit  and  may  be  audited  from  time  to  time  by  wliatever 
accountants  or  examiners  may  be  designated  by  the  Com- 
mission for  that  purpose. 

3.  That  tlie  petitioner  shall,  before  the  issue  and  delivery 
of  any  of  the  bonds  herein  authorized,  cause  to  be  printed, 
stamped  or  engraved  upon  the  face  of  each  of  said 
bonds,  for'  the  proper  and  easy  identification  thereof,  the 
following : 

PUBLIC  UTILITIES  COMMISSION  OF  ILLINOIS 

Authorization  Number  813. 

March,  1919. 

It  is  further  ordered,  That  upon  the  discharge  or  pay- 
ment of  the  outstanding  $11,800  of  bonds,  due  Marcli  1, 
1919,  issued  under  deed  of  trust  dated  March  1, 1909,  to  the 
Western  Trust  and  Savings  Bank,  Trustee,  the  petitioner 
herein  shall  cause  said  trustee  to  execute  a  release  deed, 
which  shall  be  recorded  in  the  county  in  which  the  property 
securing  said  issue  of  bonds  is  located,  and  a  verified  report 
thereof  made  to  this  Commission. 

It  is  further  ordered,  That  the  petitioner  shall  file  with 
this  Commission  a  certificate  of  cancellation  or  cremation 
of  the  aforesaid  $11,800  of  first  mortgage  bonds,  maturing 
March  1, 1919,  discharged  or  refunded  by  the  bonds  author- 
ized in  this  order. 

It  is  further  ordered,  That  the  Independent  Telegraph 
and  Telephone  Company  be,  and  it  is  hereby,  charged  an 
amount  equal  to  10  cents  for  every  one  hundred  dollars, 
par  value,  of  bonds  authorized  by  this  order  to  be  issued, 
said  charge  amounting  to  $13.50,  and  the  same  shall  l)e  paid 
into  the  State  Treasury  before  any  of  said  bonds  shall  be 
issued. 

By  order  of  the  Commission,  at  Springfield,  Illinois,  this 
eighteenth  day  of  March,  1919. 
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INDIANA. 
Public  Service  OommisBion. 

In  re  Applicatiok  of  the  Lafayette  Telephone  Compast 

AND   ReCEIVEBS,    CENTRAL   UnION    TELEPHONE    COMPAITT 

roR  Approval  of  Pdbchabe  and  Sale. 
No.  3874. 

Decided  June  21,  1918. 

OonsoUdfttlon  of  Oompstiiig  E!zcbanj[M  AnthorUed  —  Estftblislimant  of 

FhTBlcal  OotuecUoii  for  Toll  Serrlc*  Ordered  —  Bontinc  of  Long 

Birtiknce  Heesagei  to  be  Betennliiad  by  Subscriber — ICo  Lone 

DisUoce  Service  to  be  Discontinaed  or  Impaired. 

The  Lafayette  Telephone  Company  sought  authority  to  purehaae,  and  the 
Receivers,  Central  Union  Telephone  Company  sought  authority  to  sell 
the  local  exchange  property  of  the  Receivers,  Central  Union  Telephone 
Company,  in  and  near  the  city  of  Lafayette  and  the  town  of  West 
Lafayette,  for  $56,000,  cash. 

The  Commission  found  that  the  property  to  l>e  transferred  was  reason- 
ably worth  $56,000,  that  all  parties  interested  conceded  that  the  proposed 
sale  and  transfer  should  be  approved,  that  it  was  the  intention  of  the 
Lafayette  company,  as  soon  as  posmble,  to  make  physical  connection 
between  the  Central  Union  switchboard  and  the  long  distance  switch- 
board of  the  Lafayette  company  and  to  "  cut  over  "  the  Centra!  Union 
pay  stations  to  the  lines  of  the  Lafayette  company. 

The  city  anthoritiea  of  Lafayette  insisted  that  the  sender  of  a  long 
distance  message  should  have  the  right  to  determine  how  said  mess^ 
should  be  routed;  and  further  maintained  that  the  Receivers,  Central 
Union  Telephone  Company  should  surrender  the  franchise  authorizing 
that  company  to  operate  a  local  telephone  service  in  the  city  of  Eiafayette. 

Held:  That  the  consent  of  the  Commission  should  be  given  to  the 
purchase  by  the  Lafayette  company  from  the  Receivers  of  the  Central 
Union  Telephone  Company  of  the  property  in  question  for  $65,000,  cash; 

That  upon  completion  of  said  sale,  the  Lafayette  Telephone  Company 
should  make  physical  connection  between  the  Central  Union  switchboard 
in  Lafayette  and  the  long  distance  switchboard  of  the  Eiafayette  company. 

That  all  long  distance  telephone  messages  sent  by  the  Lafayette  com- 
pany should  be  sent,  when  requested  by  the  sender  of  such  a  message, 
over  the  lines  and  route  requested; 
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That  no  long  distance  service  beisg  rendered  to  nnj  surrounding  towns 
should  be  discontinued  or  impaired  by  either  of  said  petitioners; 

That  in  accordance  with  the  terms  of  the  contract  the  Central  Union 
Telephone  Company  and  its  successors  and  assigns  should  not  install  any 
substations  or  telephones  within  the  territory  described  in  said  contract 
except  for  the  sole  use  of  its  employees,  without  first  procuring  a  certifi' 
cate  of  necessity  from  the  Commission. 

Opinion  and  Order. 

On  May  24,  1918,  the  above-named  petitioners  filed  their 
joint  petition  asking  consent  of  this  Commission  to  the  aale 
of  certain  telephone  property  controlled  by  said  Receivers 
in  and  near  the  city  of  Lafayette,  and  the  town  of  West 
Lafayette,  Indiana,  to  the  Lafayette  Telephone  Com- 
pany, which  said  property  is  particularly  described  in  an 
agreement  between  said  parties,  a  copy  of  which  is  filed 
with  the  petition.  Said  petition  asks  that  an  order  of  this 
Commission  be  entered  approving  said  sale  of  said  prop- 
erty to  said  Lafayette  Telephone  Company,  for  the  sum  of 
$55,000  cash. 

Said  cause  was  set  for  hearing  on  June  17,  1918,  at  1:30 
o'clock  p.  m.  in  the  rooms  of  the  Commission,  State  House, 
Indianapolis.  Notice  of  the  time  and  place  of  said  hearing 
was  given  to  the  mayor  and  city  attorney  of  the  city  of 
Lafayette,  to  the  secretary  of  the  Chamber  of  Commerce  of 
said  city,  and  to  the  editors  of  the  Lafayette  Journal  and 
Lafayette  Courier. 

The  city  of  Lafayette  filed  an  answer  to  said  petition, 
which  is  as  follows : 

The  city  of  Lafayette,  Indiana,  in  response  to  the  service  upon  it  of  a 
copy  of  the  petition  filed  in  the  above  proceeding  respectfully  submits: 

1.  That  it  desires  to  congratulate  the  petitioners  upon  their  efTort  seek- 
ing the  elimination  of  the  dual  local  telephone  situation  in  Lafayette, 
and  the  city  desires  to  facilitate  the  accomplishment  of  such  a  purpose, 
provided  the  rights  of  the  city  and  of  the  public  are  judiciously  guarded 
and  preserved. 

2.  Therefore  said  city  consents  to  the  sale  of  such  property  only  on 
the  following  conditions: 

(a)  Central  Union  Telephone  Company  holds  a  franchise  from  said  city 
tinder  which  it  has  constructed  and  is  now,  operating  a  system  of  loi^ 
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distance  telephone  lines  in  said  city,  which  connect  with  other  lines  ot 
said  company  outside  of  such  city,  which  last  tines  connect  with  the  long 
distance  lines  of  the  American  Telephone  and  Tel^raph  Compan;, 
whereby  long  distance  telephone  service  is  obtainable  by  the  pnblie  in 
said  city  with  all  parts  of  the  State  of  Indiana,  the  other  states  of  the 
Union,  and  adjacent  foreign  countries. 

The  city,  therefore,  objects  to  such  sale  unless  the  Conunission  approves 
the  same  on  the  conditions : 

1.  That  such  long  distance  lines  of  Central  Union  Telephone  Company 
BO  now  and  hereafter  to  be  in  use  in  said  city,  be  and  kept  physically 
connected  with  the  exchange  of  Lafayette  Telephone  Company  noir 
located  and  doing  business  in  said  city,  or  with  its  lessees,  successors  or 
assigns  in  interest;  such  physical  connection  to  he  so  made,  operated  and 
maintained  that  the  subscribers  to  the  service  of  the  said  Lafayette  Tele- 
phone Company  may  have  the  benefit  of  such  long  distance  service  and 
lines  without  discriminatipn,  and  subject  to  the  approval  and  control 
of  the  Public  Service  Commission  of  Indiana,  or  such  other  regulative 
body  as  may  be  provided  by  law, 

2.  That  the  pay  stations  of  the  Central  Union  Telephone  Company  for 
long  distance  service  be  abolished  and  that  all  bills  for  revenues  for  long 
distance  service  over  the  lines  of  such  company  and  its  said  connecting 
lines  be  rendered  by  and  paid  to  the  Lafayette  Telephone  Company,  or 
its  lessees,  successors  or  assigns. 

3.  That  as  the  Independent  long  distance  telephone  lines  are  now  con- 
nected with  the  switchboard  of  the  Lafayette  Telephone  Company,  and 
the  compensation  received  by  it  for  handling  the  long  distance  service 
over  such  Independent  tines  being  in  excess  of  the  compensation  whi^  it 
will  receive,  as  the  city  is  advised,  from  the  Central  Union  Telepiione 
Company  for  handling  its  business  over  its  long  distance  lines  as  con- 
templated, and  in  view  of  the  fact  that  the  patron  who  pays  for  the 
service  should  have  the  light  to  select  his  own  routing  and  lines,  the  city 
insists  that  the  Comniission  shall,  if  it  approves  such  sale,  provide  not 
only  the  physical  connection  as  above  mentioned,  but  shall  also  provide 
that  the  subscribers  to  the  local  service  or  persons  usii^  the  pay  stations 
of  the  Lafayette  Telejihone  Company  may  route  their  long  distance  calls 
over  either  the  lines  of  the  Central  Union  Telephone  Company  or  the 
lines  of  the  Independent  long  distance  telephone  company  at  their  election 
subject  to  such  regulations,  if  any,  as  the  Commission  may  deem  it  wise  to 
impose, 

(b)  The  contract  or  bill  of  sale  made  a  part  of  the  petition  shows  that 
the  Central  Union  Telephone  Company  reserves  all  of  the  rights  and 
franchises  held  by  it  from  the  city,  none  of  which  are  to  pass  by  the  sale. 
A  copy  of  the  fi-anchise  in  effect  is  appended  to  these  objects.  Under  this 
franchise  the  local  and  long  distance  lines  were  constructed  and  the  serv- 
ice is  now  being  operated.     The  franchise  is  essential  to  the  continuance 
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of  the  long  distance  service  with  which  the  city  does  not  derare  to  interfere 
except  as  above  eoggested.  The  city,  however,  does  object  to  the  sale  of 
the  property  unless  the  franchise,  so  granted,  be  surrendered,  modified  or 
otherwise  disposed  of  insofar  as  it  authorizes  the  Central  Union  Telephone 
Company  or  its  assigns  to  hereafter  establish  or  operate  local  telephone 
system  and  exchange  in  the  city.  Thecity  doubts  the  validity  of  that  part 
of  the  contract  or  bill  of  sale  relating  to  this  subject,  which  reads  as 
follows : 

"  It  is  expressly  nnderstood  and  agreed,  that,  in  this  instrument,  it  is 
not  the  intention  on  the  part  of  the  grantor  to  convey,  nor  the  grantee  to 
receive  any  franchise,  license  or  ordinance  rights,  or  rights  given  by  way 
of  resolution,  if  any,  by  any  municipality,  public  or  quasi-public  cor- 
poration whatever,  the  state  or  the  public. 

It  is  further  understood  and  agreed,  that  the  grantors,  their  successors, 
or  aasigns,  shall  not  install  any  substations,  or  telephones  within  the  ter- 
ritory described  in  "  Exhibit  A",  filed  herewith,  except  for  the  sole  use  of 
their  employees,  but  the  grantors,  for  themselves,  their  successors  and 
assdgns,  hereby  reserve  all  r^hts  and  privil^es  conferred  by  any  and  all 
of  said  franchises,  rights,  licenses,  ordinances  and  resolutions." 

All  interested  parties  should  be  willing  now  to  make  sure  that  this  sale 
shall  be  so  approved  and  finally  consummated  as  to  prevent  a  recnrrence 
of  the  conditions  which  have  induced  the  parties  to  compromise  their 
differences  and  thereby  relieve  the  public  of  this  intolerable  situation  that 
now  exists  in  the  telephone  business  in  the  city.  This,  in  the  judgment  of 
the  city,  will  not  be  accomplished  by  the  approval  of  this  sale  on  the  con- 
ditions stated  in  the  bill  of  sale. 

The  city,  therefore,  suggests  that  the  franchise  should  he  so  amended  as 
to  preserve  the  rights  of  the  telephone  company,  and  of  the  city  and  pub- 
lic; and  the  city  submits  and  attaches  hereto  a.  copy  of  an  ordinance  to 
amend  such  franchise,  which  the  city  will,  at  an  opportune  time,  submit  to 
the  common  council  of  the  city  for  its  consideration  and  adoption,  if  it 
meets  with  approval. 

(c)  The  city  also  su^ests  that  in  case  such  sale  is  approved,  that  a 
reasonable  time  be  fixed  by  the  Commission  within  which  the  readjust- 
ment of  the  long  distance  service  over  the  Central  Union  lines  shall  be 
completed  ready  for  service. 

The  evidence  in  this  case  shows  that  the  property  to  be 
transferred  by  reason  of  this  sale  referred  to  in  this  cause 
is  reasonably  worth  the  sum  of  $55,000.  Mr.  D.  F.  Cuppy, 
secretary  of  the  I^afayette  Telephone  Company,  testified 
,  that  if  said  sale  were  approved  by  this  Commission,  it  was 
the  intention  of  this  company,  as  soon  as  possible,  to  make 
physical  connection  between  the  switchboard  of  the  Central 
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Union  Telephone  Company  and  the  long  distance  switch- 
board of  the  Lafayette  Telephone  Company;  and  that  the 
public  pay  stations  of  the  Centra!  Union  Telephone  Com- 
pany would  be  taken  out  or  "  cut  over  "  to  the  lines  of  the 
Lafayette  Telephone  Company.  He  further  testified  that 
no  long  distance  service  to  any  surrounding  to-wns  will  be 
impaired  by  said  proposed  merger. 

All  parties  interested  in  this  proceeding  conceded  that 
said  proposed  sale  and  transfer  should  be  approved.  There 
are  two  points  upon  which  the  city  authorities  of  the  city 
of  Lafayette  and  the  petitioner  differ,  as  to  the  conditions 
upon  which  said  transfer  should  be  authorized.  The  city 
authorities  insist  that  a  sender  of  a  long  distance  message 
from  Lafayette  should  have  tlie  right  to  require  a  long  dis- 
tance message  to  be  sent  over  the  lines  of  the  Central  Union 
Telephone  Company  or  over  the  lines  of  the  so-called  Inde- 
pendent Telephone  Company.  The  petitioners  contend  that 
in  the  interest  of  efficient  service,  the  routing  of  long  dis- 
tance messages  should  be  left  to  the  telephone  company 
sending  same. 

The  Central  Union  Telephone  Company  holds  a  local 
franchise  from  the  city  of  Lafayette,  for  the  operation  of 
a  local  telephone  service  in  said  city.  The  city  of  Lafay- 
ette insists  that  this  authority  should  be  surrendered  by  the 
amendment  of  said  franchise  so  as  to  eliminate  such  aathor- 
ity  from  the  same. 

The  Conmiission  is  of  the  opinion  that  the  sender  of  a 
long  distance  telephone  message  should  have  the  right  to 
direct  the  route  his  message  shall  take.  This  Commission 
has  no  authority  to  compel  a  telephone  company  to  surren- 
der its  franchise,  or  to  compel  it  to  accept  an  amendment  of 
its  franchi.'^e.  The  Receivers  of  the  Central  Union  Tele- 
phone Company  are  selling  their  local  exchange  plant 
because  it  lias  been  constructed  and  operated  at  a  large  loss. 
The  contract  of  sale  in  this  case  contains  a  proviso  that  the 
Central  Union  Telephone  Company,  and  its  successors  and 
assigns,  shall  not  install  any  substations  or  telephones 
■ttithin  the  territory  described  in  said  contract,  except  for  ■ 
the  Pole  use  of  its  employees.   The  apprehension  on  the  part 
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of  the  city  authorities  of  said  city  of  Lafayette  that  the 
Central  Union  Telephone  Company  may,  under  the  terms 
of  its  franchise,  install  another  local  plant  in  said  city,  is 
more  imaginary  than  real. 

It  appears  that  said  sale  and  transfer  have  been  properly 
authorized  by  orders  of  the  Superior  Court  of  Cook  County, 
Illinois,  and  by  the  Superior  Court  of  Marion  County, 
Indiana.  This  Commission  is  of  the  opinion  that  it  should 
give  its  written  consent  to  said  sale  and  transfer  of  said 
property  referred  to  in  the  petition. 

It  is,  therefore,  ordered  by  the  Public  Service  Commission 
of  Indiana,  That  the  consent  of  this  Commission  be,  and  it 
is  hereby,  given  to  the  Lafayette  Telephone  Company,  of 
Lafayette,  Indiana,  to  purchase  from  the  Eeceivers  of  the 
Central  Union  Telephone  Company  the  property  described 
in  the  bill  of  sale  filed  with,  and  as  a  part  of,  the  petition 
in  this  case,  for  the  sum  of  $55,000  cAsh. 

/( is  further  ordered,  That  upon  completion  of  said  sale, 
the  Lafayette  Telephone  Company  shall  make  physical 
connection  between  the  switchboard  of  the  Central  Union 
Telephone  Company  in  the  city  of  Lafayette  and  the  long 
distance  switchboard  of  the  said  Lafayette  Telephone 
Company. 

It  is  further  ordered,  That  all  long  distance  telephone 
messages  sent  by  the  Lafayette  Telephone  Company,  shall 
be  sent,  when  requested  by  the  sender  of  such  a  message, 
over  the  lines  and  route  requested  by  such  sender. 

It  is  further  ordered.  That  no  long  distance  service,  now 
rendered  to  any  surrounding  towns,  shall  be  discontinued  or 
impaired  by  either  of  said  petitioners. 

It  is  further  ordered,  That  the  said  Receivers  of  the  Cen- 
tral Union  Telephone  Company  and  their  successors  and 
assigns  shall  not  engage  in  the  local  telephone  business  in 
the  city  of  Lafayette  and  the  town  of  West  Lafayette, 
except  to  furnish  telephone  service  to  their  employees, 
without  first  procuring  a  certificate  of  necessity  from  this 
Commission. 

June  2],  ]918. 
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In  re  Petition  of  Home  Telephone  Company  of  "Wabash 
FOR  Ikcrbase  in  Rates. 

No.  3872. 
Decided  February  15,  1919. 

Modification  of  P«riod  dnring  Which  Increased  Rates  Higlit  be  Charged, 
Hade. 

Modified  Order. 

The  Commission,  having  under  consideration  its  order* 
issued  in  the  above-named  case,  dated  January  11,  1919, 
finds  that  this  order  was  issued  too  late  for  petitioner  to 
make  its  collections  for  the  month  of  January,  and  that, 
therefore,  the  eflfective  date  of  such  rates  should  be  changed 
from  January  1,  1919  to  February  1,  1919,  and  that  the 
date  of  expiration  of  tlie  same  should  be  changed  from 
January  1,  1920  to  Febrnai-y  1,  1920. 

The  Coimnission  therefore  finds  that  the  followng 
provision  of  said  original  order:" 

"  /(  is  further  ordered,  That  these  rates  shall  be  effective  on  and  after 
January  1,  1919  and  shall  continue  in  force  until  Januarj-  1,  1920,  nnless 
theretofore  altered  or  amended  by  the  Commission." 

should  be  stricken  out  and  that  there  should  be  substituted 
in  lieu  thereof,  the  following; 

"  It  is  further  ordered,  That  these  rates  shall  be  effective  on  and  after 
February  1,  1919  and  shall  continue  in  force  until  February  1,  1920, 
unless  theretofore  altered  or  amended  by  the  Commission." 

It  is,  therefore,,  ordered  by  the  Public  Sertuce  Commis^ 
sion  of  Iridiana,  That  the  provision  in  the  original  order* 
herein  reading  as  follows: 

"  /(  ts  further  ordered.  That  these  rates  shall  be  effective  on  and  aftCT 
January  1,  1919,  and  shall  mntinne  in  force  until  January  1,  1920, 
unless  theretofore  altered  or  amended  by  the  Commission." 

be,  and  the  same  is  hereby  stricken  out  and  there  is  hereby 
substituted  in  lieu  thereof,  the  following: 

"  /(  is  further  ordered.  That  these  rates  shall  be  effective  on  and  after 
February  1, 1919  and  shall  continue  in  force  until  February  1, 1920  unless 
theretofore  altered  or  amended  by  the  Commission." 

February  15,  1919. 

•  See  Commission  Leaflet  No.  87,  p.  943. 
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Ii}  re  Application  of  Citizens  Independent  Telephone 
Company  of  Tebre  Haute  and  Keceivebs,  Central 
Union  Telephone  Company  for  Authority  to  Pur- 
chase and  Sell  Certain  Property. 

No.  4334. 

Decided  February  24,  1919. 

OonsoUdxtloii  of  Oompeting  Exchange?  Authorized  u  OooTenience  of 
Telephone-Usmg  Fablic  wonld  be  Served  Thereby. 

The  Citizens  Independent  Telephone  Company  sought  authority  to  pur- 
chase, and  the  Receivers,  Central  Union  Telephone  Company  sought 
authority  to  sell,  the  Central  Union  property  in  Tenre  Haute  and  vicinity 
consisting  of  local  exchange  property,  .together  with  center-checking  toll 
lines. 

Held:  That  as  the  sale  of  said  property  would  result  in  a  unification  of 
the  two  telephone  systems  in  the  city  of  Terre  Haute  and  as  the  con- 
venience of  the  telephone-using  public  would  undoubtedly .  be  served 
thereby,  as  a  more  complete  and  satisfactory  service  could  be  rendered  by 
one  company  owning  and  operating  both  systems  than  by  two  companies 
rendering  only  a  partial  service,  the  proposed  purchase  and  sale  should 
be  authorized; 

That  while  the  Commission  approved  the  consolidation  of  the  rival 
systems  at  Terre  Haute  and  the  resultant  improvement  in  service,  and 
also  looked  with  favor  upon  the  plans  provided  in  the  agreement  between 
the  parties  for  the  ascertainment  of  the  sale  value  of  their  properties,  it 
could  not  in  any  way  bind  itself  ^to  accept  the  value  so  found  in  deter- 
mining tlie  amount  or  character  of  the  securities  to  be  authorized  in 
consummating  such  consolidation,  nor  could  it  make  or  approve  any 
recommendation  regarding  the  expense  of  ascertaining  such  value  although 
such  expense  could  properly  be  brought  before  the  Commission  in  any 
canae  subsequently  filed,  either  for  authority  to  issue  securities  to  con- 
summate the  sale  or  for  readjustments  of  rates.  At  such  time  the  Com- 
mission wonid  give  proper  consideration  to  these  matters. 

Opinion  and  Order. 
On  the  tenth  day  of  January,  1918,  the  Citizens  Inde- 
pendent Telephone  Company  of  Terre  Haute,  Indiana,  an 
Indiana  corporation,  and  also  David  R.  Forgan,  Edgar  S. 
Bloom,  Frank  F.  Fowie  and  Edward  H.  Schmidt  represent 
and  show  to  the  Public  Service  Commission  of  Indiana  that 
they  were  duly  appointed  Receivers  of  the  Central  Union 
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llnd. 
Telephone  Company  for  the  State  of  Indiana,  by  orders  of 
the  Superior  Court  of  Marion  County,  Indiana,  entered 
February  2,  1914,  and  January  30,  1918,  in  a  suit  jjending 
in  said  court  entitled  William  A.  Read  et  al.  v.  Centrai 
Union  Telephone  Company  et  al.,  said  case  being  Xo.  93684 
in  the  records  of  said  court,  which  appointments  were  made 
following  an  order  entered  January  31,  1914,  by  the 
Superior  Court  of  Cook  County,  Illinois,  in  a  suit  pending 
in  said  court  between  the  same  parties  and  making  a  gen- 
eral appointment  of  Receivers  of  said  Central  Union  Tele- 
phone Company  for  the  States  of  Illinois,  Indiana  ami 
Ohio.  Said  Receivers  are  now  duly  qualified  and  are  acting 
as  such  Receivers  for  the  property  and  business  of  said 
company. 

Said  parties  now  present  their  joint  petition,  averring 
that  said  Receivers  have  agreed  to  sell,  and  that  said  Citi- 
zens Independent  Telephone  Company  has  agreed  to  pur- 
chase—  the  holders  of  more  than  three-fourths  of  the  out- 
standing capital  stock  of  said  company  consenting 
thereto  —  certain  teleplione  property  and  appurtenances 
owned  by  sAid  Receivers  in  the  city  of  Terre  Haute. 
Indiana,  and  in  the  vicinity  thereof,  consisting  of  the  local 
exchange  property  heretofore  operated  by  said  Receivers 
at  said  city  of  Terre  Haute,  and  in  the  county  of  Vigo, 
together  with  the  center-checking  toll  lines  of  said  Receivers 
connected  with  said  exchange. 

Copies  of  the  petition,  with  due  atid  timely  notices  were 
issued  and  served  upon  the  proper  officials  of  the  city  of 
Terre  Haute,  Indiana,  its  newspapers,  and  Commercial 
Cluh,  and  upon  the  utilities,  that  the  matters  contained  in 
the  petition  would  be  heard  at  the  office  of  the  Public  Service 
Conmiission,  State  House,  Indianapolis,  Indiana,  at  11:00 
A.  M.,  Januar>'  24. 1919. 

It  appears  that  the  Citizens  Independent  Telephone  Com- 
pany of  Terre  Haute,  Indiana,  operates'  a  telephone 
exchange  and  system  with  approximately  8,200  connected 
Kubscribers  in  the  city  of  Terre  Haute,  with  lines  to  the 
adjacent  territory  and  some  toll  lines,  and  that  the  Receiv- 
ers of  the  Central  Union  Telephone  Company  also  operate 
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a  ttlephone  exchange  and  system  with  approximately  5,200 
connected  subscribers  in  said  city  with  lines  to  the  adjacent 
territory  and  some  toil  lines. 

It  appears  that  the  Citizens  Independent  Telephone  Com- 
pany and  the  Receivers  of  the  Central  Union  Teleplione 
Company  have  agreed  on  the  purchase  and  sale  of  the  prop- 
erty owned  and  operated  by  the  Receivers  of  the  Central 
Union  Telephone  Company,  The  form  of  payment  agreed 
upon  by  the  parties  for  said  jjroperty  is  as  follows: 

Capital  stock  of  said  Citizens  Independent  Telephone 
Company  is  to  be  issued  and  delivered  to  said  Receivers 
in  the  amount  of  $192,700.  Said  stock  is  to  be  accepted  by 
said  Receivers  at  the  par  value  thereof.  The  Citizens  Inde- 
pendent Telephone  Company  at  the  present  time  has  an 
authorized  capital  stock  of  $1,000,000,  par  value,  all  of  the 
pame  lieing  common  stock,  of  which  there  has  been  issued 
and  is  now  outstanding  $289,000,  par  value,  the  remainder 
being  in  the  treasury  of  said  Citizens  Independent  Tele- 
phone Company  unissued. 

Subject  to  the  appraised  value  of  the  property  of  said 
Receivers  to  be  sold,  first  mortgage  5  per  cent,  bonds  of 
Kaid  Citizens  Independent  Telephone  Company  are  to  be 
issued  and  delivered  to  the  Receivers  in  an  amount  nor 
exceeding  the  sum  of  $379,400,  par  value.  -Said  bonds  are 
to  be  accepted  by  said  Receivers  at  91i^  per  cent,  of  the 
par  value  thereof,  that  being  the  amortized  value  of  the 
same  as  of  January  1,  1919;  provided,  however,  that  said 
911/2  i>er  cent,  shall  be  increased  at  the  rate  of  1/24  of  1  per 
cent,  for  each  month  which  the  date  of  the  eonsunmaation 
of  such  purchase  and  sale  is  subsequent  to  January  1, 1919. 
Said  bonds  at  present  are  a  lien  upon  only  the  property  now 
oftiied  by  the  said  Citizens  Independent  Telephone  Com- 
pany, and  are  secured  by  a  mortgage  dated  January  1, 1906, 
to  the  Mississippi  Valley  Trust  Company,  as  trustee,  which 
mortgage  has  been  recorded  in  A'igo  County,  Indiana,  and 
was  given  to  secure  an  issue  of  bonds  in  the  sum  of 
$1,000,000,  par  value,  bearing  interest  at  the  rate  of  5 
per  cent,  per  annum,  of  which  amount  $620,000,  par  value, 
have  been  issued,  and  are  now  outstanding. 


DigilizcdbyGOOglc 


1(J18  Indiana  Pcbijc  Service  Commission. 

Ihi 

Refunding  and  extension  mortgage  6  per  cent;  bonds  oi 
said  Citizens  Independent  Telephone  Company  are  to  he 
issued  and  delivered  to  said  Re(;eivers  in  an  amount  equal 
to  the  -differenee,  if  any,  between  the  appraised  value  oi 
the  property  of  said  Receivers  proposed  to  be  sold,  and  the 
sum  total  of  the  par  value  of  the  capital  stock  and  the 
issued  percentage  of  the  par  value  of  the  first  mortgage 
bonds  which  are  to  be  issued  to  said  Receivers,  as  afore- 
said. Said  bonds  are  to  be  accepted  by  said  Receivers  at 
the  par  value  thereof.  Authority  for  the  issuance  of  said 
refunding  extension  mortgage  bonds  must  be  secured  from 
ihe  Public  Service  Commission  of  Indiana. 

It  appears  that  the  following  method  has  been  agreed 
upon  for  determining  the  value  at  which  said  property' 
shall  be  sold: 

(1)  Thfit  appraiHHl  shall  be  made  of  the  property  of  the  CittEens  Inde- 
pendent Telephone  Company,  and  of  said  Receivers  at  the  city  of  Terre 
Haute,  Indiana,  that  in  to  gay,  all  of  the  jtroperty  of  each  of  the  parties 
hereto  which  is  to  become  the  property  of  the  Citizens  Independent  Tele- 
phone Company  when  the  jiro posed  merger  shall  become  complete. 

(2)  That  the  valuation  of  the  property  of  both  parties  is  to  be  made 
upon  the  basis  of  the  eoMt  of  reproduction  new,  less  depreciation  aecmed 
at  the  date  of  the  appraisal,  by  an  engineer  to  be  agreed  upon  by  tlie 
parties,  in  conjunction  with  the  chief  en^neer  of  said  Receivers  and  the 
chief  engineer  of  the  Citizens  Independent  Telephone  Company,  and  that 
in  case  of  a  disagreement  among  them,  the  decision  of  the  majority  of 
said  three  engineers  is  to  he  tinal  and  to  be  accepted  by  the  parties. 

(3)  That  the  eonqiensntion  and  expenses  of  said  joint  engineers  to  be 
agreed  upon  by  the  parties  as  aforesaid,  in  connection  with  the  vatnation 
of  the  properties  of  both  companies,  are  to  be  paid  or  reimbursed  by  the 
Citizens  Independent  Telephone  Company  after  the  proposed  merger  has 
been  completed. 

(4)  That  the  valuation  to  be  made  by  said  appraisers  sliall  cover  more 
specifically  the  following  points : 

(a)  For  said  Iteceivers,  said  appraisal  shall  cover  all  the  local 
exchange  plant  within  the  Terre  Hante  exehai^fe  area,  and  the  center- 
checking  circuit  and  toll  jwle  lines. 

(b)  That  certain  items  are  not  to  be  included  in  the  valuation  of 
the  Receiver's  property,  all  of  which  items  are  clearly  set  fortli  in  the 
joint  petition  filed  herein. 

(c)  For  the  pn>perty  of  the  Citizens  Independent  Tdephone  Com- 
pany, the  valuation  is  to  cover  all  exchange  and  toll  plants,  and  all 
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other  net  assets  of  said  company  at  their  actnal  valne  at  the  time  of 
the  appraisement. 
(5)  The  total  net  amonnt  of  stock  and  bonds  to  be  issued  to  the  Receiv- 
era  is  to  bear  the  same  ratio  to  the  depreciated  plant  value  of  the  prop- 
erty of  the  Receivers  as  the  total  net  amount  of  stock  and  bonds  of  said 
Citizens  Independent  Telephone  Company  outstanding  at  the  time  of  said 
appraisement  bears  to  its  depreciated  plant  value,  ttlus  all  its  other  net 
assets  at  their  actual  value,  exclusive,  however,  of  bonds  unissued  or  in  the 
sinking  fund. 

It  appears  tltat  the  sale  of  said  property  by  said  Eeceiv- 
ers  on  the  terms  set  forth,  and  the  execution  of  such  instru- 
ments, documents,  and  papers,  as  may  be  necessary  or 
advisable  in  connection  with  the  completion  of  said  sale, 
have  been  authorized  and  directed  by  proper  orders  of  said 
Superior  Court  of  Marion  County,  Indiana,  and  said 
yuperior  Court  of  Cook  County,  Illinois. 

It  further  appears  that  tlie  sale  and  transfer  of  said  prop- 
erty as  contemplated  by  the  agreement  of  the  parties  in 
relation  thereto,  will  be  for  the  best  interests  of  the  parties, 
and  of  the  patrons  of  petitioners,  in  and  near  the  city  of 
Terre  Haute,  Indiana,  and  is  demanded  by  said  patrons. 
The  telephone-using  public  will  undoubtedly  be  best  served 
by  the  unification  of  the  two  telephone  systems  in  said  city. 
A  more  complete  and  satisfactory  service  can  be  rendered 
by  one  company  owning  and  operating  both  systems,  than 
by  two  companies  rendering  only  a  partial  service.  Unifi- 
cation wil!  also  make  unnecessary  further  duplication  of 
telephone  property  and  wasteful  expenditure  of  money. 

The  Public  Service  Comnussion  having  heard  the  evi- 
dence in  the  above  cause  and  being  advised  in  the  premises, 
finds  that  the  Citizens  Independent  Telephone  Company  of 
Terre  Haute  should  be  authorized  to  purchase  the  said 
property  of  the  Receivers  of  the  Central  Union  Telephone 
Company,  and  it  will  be  so  ordered,  subject  to  certain  reser- 
vations. 

The  petition,  however,  goes  beyond  the  question  of  such 
authority,  "While  the  Commission  approves  of  the  consoli- 
dation of  rival  systems  in  Terre  Haute,  Indiana,  and  the 
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resulting  improvement  of  service,  and  also  looks  with 
lavor  upon  the  plans  provided  in  the  agreement  between 
the  parties  for  the  ascertainment  of  the  sale  value  of  their 
properties,  it  cannot  in  any  -way  bind  itself  to  accept  the 
value  so  found  in  determining  the  amount  or  character  of 
the  securities  to,  be  authorized  in  consummating  such  con- 
solidation. The  law  provides  certain  steps  that  must  be 
taken  in  such  matters. 

The  Commission  likewise  cannot  make  or  approve  any 
recommendations  regarding  the  expenses  of  ascertaining 
such  value,  although  such  expenses  properly  could  be 
brought  before  this  Commission  in  any  cause  subsequently 
filed,  either  for  authority  to  issue  securities  to  consummate 
the  sale,  or  for  readjustments  of  rates.  At  such  time,  the 
Coinnii^ion  would  give  proper  consideration  to  any 
expenses  incurred  in  a  bona  fide  effort  to  improve  condi- 
tions of  service. 

It  is,  therefore,  ordered  by  the  Public  Service  Commis- 
sion of  Indiana,  That  the  Receivers  of  the  Central  ITmon 
Telephone  Company  be,  and  they  are  hereby,  authorized  to 
sell,  and  the  Citizens  Independent  Telephone  Company  of 
Terre  Haute,  Indiana,  be,  and  it  is  hereby,  authorized  to 
purchase  the  telephone  exchange  and  system  of  the  Centra! 
Union  Company  in  Terre  Haute,  Indiana,  but  this  authori- 
zation shall  not  be  construed  to  fix  a  price  for  the  sale  of 
said  telephone  exchange  and  system,  to  determine  the  value 
of  said  telephone  exchange  and  system  for  any  purpose,  or 
to  grant  authority  to  issue  any  securities  without  the  fur- 
ther order  of  the  Commission.  Final  order  will  be  entered 
herein  upon  further  hearing  in  this  matter. 

Feliruai-y  24,  1919. 
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In   re  Application  of  Fbeelakdmlle  Cooperative  Tele- 

PHOKE  COMPANV  FOR  AUTHORITY  TO  INCREASE  RaTBS. 

No.  4333. 

Decidtd  March  S,  1919. 

Incnua  in  BiiBin«u  and  Beadence  Rates  AuUioriEed — Adnace  P«7- 

ment  Approved  —  Serrice  to  be  Biscantlnaed  If  Bentali  not 

Paid  by  End  of  Onirent  Uontb. 

Opinion  and  Order. 

On  January  9,  1919,  the  petitioner  filed  its  petition  ask- 
ing for  authority  to  increase  its  telephone  rates.  Said 
cause  was  set  for  heaiing  at  the  court  house  in  the  citj'  of 
Vincennes  on  March  3,  1919,  at  two  o'clock  p.  m. 

There  was  no  remonstrance  against  an  increase  of  rates. 
Mr.  H.  J.  Schroeder  is  the  principal  owner  and  manager  of 
said  telephone  systenL  It  furnishes  switching  service  for 
240  persons  who  own  their  omti  lines  and  telephones  and 
keep  the  same  in  repair.  For  tliese  persons  petitioner  per- 
forms a  switching  service  only,  the  rate  for  which  is  25 
cents  per  month.  The  petitioner  asks  that  this  rate  be 
increased  to  60  cents  per  month  for  one-party  lines  and 
33^  cents  per  'phone  per  month  on  other  party  lines. 

Petitioner  has  110  subscribers  connected  with  its  tele- 
phone system  for  which  it  makes  a  charge  of  $1.00  per 
month.  Its  charge  to  non-subscribers  for  the  use  of  tele- 
phones is  10  cents  for  each  use  of  a  telephone.  Of  its  110 
telephones  in  use  by  its  subscribers,  20  are  business  tele- 
phones and  the  remaining  90  are  residence  telephones. 
Petitioner  asks  to  increase  its  rates  for  business  telephones 
to  $1.50  per  month  and  for  residence  telephones  to  $1.25 
per  month. 

Petitioner's  total  operating  revenues  for  the  year  1918 
were  $2,050.  The  manager  testified  that  the  operating 
e.xpenses  outside  of  his  own  serWees  were  $546  for  this 
period,  practically  all  of  which  is  for  the  pay  of  the  day 
operator.    He  testified  that  his  services  were  worth  $75.00 
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■per  month.    He  does  all  repair  work  and  acts  as  nigbt 
operator. 

AlloYring  $900  per  year  for  Mr.  Schroeder's  services,  the 
operating  expenses  as  given  by  Mm  for  1918  wonld  be 
$1,446.  This  would  leave  for  depreciation  and  return  $604. 
This  would  allow  5  per  cent,  for  depreciation  and  7  per 
cent,  return  on  the  value  of  this  plant  as  fixed  by  its  man- 
ager, who  testified  that  it  was  worth  $5,000.  In  the  amount 
of  operating  expenses  it  seems  that  nothing  is  allowed  for 
taxes  and  practically  nothing  for  materials  for  repairs. 

The  Commission  is  of  the  opinion  that  petitioner  should 
be  authorized  to  increase  its  rates  to  subscribers  as  follows: 

Business  telephones,  $1.25  per  month  per  telephone. 
Residence  telephones,  $1.10  per  month  per  telephone. 

and  that  there  should  be  no  change  in  other  rates  and 
charges  made  by  petitioner. 

It  is,  therefore,  ordered,  That  petitioner  be,  and  it  is 
hereby,  authorized  to  put  in  force  from  and  after  April  1, 
1919,  the  following  rates,  tolls  and  rules,  to-wit: 

Business  telephones   $1  25  per  Taonth 

Residence  telephones   1  10  per  month 

Toll  charges  to  non'Suhscribers 10  per  eall 

Switching  service,  for  ench  telephone 25  per  month 

RULBS 

Rule  1.  All  rentals  are  due  and  payable  on  the  first  of  each  month  in 
advance,  and  if  rental  is  not  paid  by  the  end  of  the  calendar  month  serv- 
ice will  be  discontinued. 

Rule  2.  The  exchange  will  be  closed  at  nine  o'clock  a.  m.,  except  for 
calls  for  physicians  or  other  important  business. 

March  5.  1919. 
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In  re  Petition  of  the  Monticelu)  Telephone  Company 
FOB  Authority  to  Dibcontinue  its  Buffalo  Exchange. 

No.  4375. 

Dended  March  5,  1919. 

StBConttimuice   of   Excliuig*   Anthoriied  —  Oontiniunce   of   FbTsicKl 
Ooimectioii  for  Toll  Service  Ordered. 

Opinion  and  Order. 
On  February  5,  1919,  the  Monticello  Telephone  Company 
filed  with  the  Public  Service  Commission  the  following 
petition,  to-wit: 

The  petitioner,  The  Monticello  Telephone  Company,  owns  and  operates 
a  telephone  sjatem  at  Buffalo,  Indiana,  with  lines  extending  in  and  aronnd 
the  mral  district  of  Buffalo,  and  at  the  present  time  having  a  total  of 
twenty  telephones. 

The  exchange  has  not  paid  operating  expenses  as  you  will  see  from  onr 
flnancial  statement  herewith  submitted,  which  shows  the  receipts  and 
expenses  for  the  past  three  years. 

This  condition  was  brought  about  by  the  farmers  in  1914  building  a 
cooperative  telephone  system,  thus  duplicating  our  plant  and  causing  a 
loss  in  our  subscribers'  stations  to  a  point  where  it  will  not  pay  operating 
expenses. 

The  petitioner  having  suffered  a  financial  loss  for  the  past  three  years, 
now  asks  that  yon  grant  it  the  authority  to  abandon,  dismantle  and  sell 
the  Buffalo  telephone  ^stem. 

The  petitioner  further  says  that  it  has  toll  line  connections  with  the 
Citizens  Telephone  Company  through  its  Buffalo  exchange,  by  a  tnmking 
line  between  the  two  exchanges  and  now  aslis  that  a  direct  eoimection  be 
made  with  its  toll  line  at  Bnffalo. 

The  subscribers  of  the  Monticello  exchange  at  Buffalo  eon  be  served 
with  telephone  service  by  the  Citizens  Telephone  Company. 

Said  cause  was  set  for  hearing  on  Febmaiy  28,  1919,  at 
the  City  Hall  in  Monticello,  Indiana,  at  ten  o'clock  a.  m. 
Notice  of  said  hearing  was  given  by  newspaper  publication 
in  said  city.  Notice  was  also  served  upon  the  Citizens  Tele- 
phone Company  of  Monticello.  Judge  T.  F.  Palmer, 
appearing  for  the  Citizens  Telephone  Company,  stated  that 
said  company  had  no  objection  to  the  granting  of  the 
prayer  of  the  petitioner  provided  the  exchwige  toll  rates 
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between  said  telephone  companies  was  not  di8tar1)e<i 
There  was  no  remonstrance  filed. 

The  evidence  showed  that  there  are  only  twenty-two  sub- 
scribers connected  with  said  Buffalo  telephone  exchange. 
The  operating  expenses  of  this  exchange  during  the  past 
three  years  have  exceeded  the  revenues  received  by 
approximately  $1,500,  The  evidence  disclosed  the  fact  that 
each  of  said  twenty-two  subscribers  can  be  acconunodated 
with  telephone  service  by  the  Citizens  Telephone  Company 
of  Monticello. 

The  Commission  is  of  the  opinion  that  said  petitioner 
should  be  authorized  to  discontinue  and  dismantle  its  tele- 
phone exchange  at  the  said  village  of  Buffalo. 

It  appears  that  petitioner  and  the  said  Citizens  Tele- 
phone Company  have  toll  line  connection  through  tiie  said 
Buffalo  exchange.  This  connection  should  be  retained  by 
a  direct  connection  of  said  toU  line  instead  of  through  said 
Buffalo  exchange. 

It  is,  therefore,  ordered,  That  petitioner  be,  and  it  is 
hereby,  authorized  to  discontinue  its  telephone  exchange 
and  service  at  Buffalo  and  to  dismantle  said  property. 

7*  is  further  ordered,  That  the  petitioner  and  the  Citi- 
zens Telephone  Company  shall  make  direct  connection  of 
their  toll  lines  at  said  village  of  Buffalo,  instead  of  the  con- 
nection at  present  through  said  exchange  at  said  village. 

/(  is  further  ordered,  That  the  present  rates  and  tolls  for 
long  distance  service  and  the  division  of  such  tolls  between 
said  telephone  companies  shall  not  be  changed  or  disturbed. 

March  5,  1919. 
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Railroad  and  Warehouse  Oommission. 

In  re  Apfucation  of  the  Village  of  Frost  for  an  Inde- 
terminate Permit  to  Operate  a  Local  Telephone 
Exchange  within  the  Cobporate  Limits  of  the 
Village, 

Decided  March  11,  1919. 

Village  Onnted  bidatannlute  Permit  to  Operate  Local  Tai^lioiM 

Exchange. 

Opinion  and  Obdeh. 

Pursuant  to  notice,  hearing  in  the  above  matter  was  held 
at  Frost,  Minnesota,  Friday,  March  7,  1919,  /.  A.  Hanson, 
mayor,  and  T.  Dahlen,  recorder,  appearing  for  the  village. 
There  were  also  present  other  members  of  the  village 
council  and  approximately  one  hundred  farmers,  who  reside 
in  the  vicinity  of  the  village,  but  no  objection  to  the  grant- 
ing of  an  indeterminate  permit  to  the  village  was  offered. 

A  number  of  years  ago,  several  cooperative  rural  tele- 
phone companies  were  organized  in  the  vicinity  of  Frost, 
and  in  order  to  obtain  telephone  service  with  the  village, 
made  arrangements  with  one  J.  R.  Lee,  who  purchased  a 
switchboard  and  performed  switching  service  for  the  rural 
lines.  A  short  time  later,  approximately  forty  telephones 
within  the  village  were  served  from  the  same  switchboard. 
During  the  year  1918,  the  village  acquired  ownership  of  the 
switchboard  and  certain  of  the  outpide  plant  in  accordance 
with  the  provisions  of  Section  16,  Chapter  152,  General 
Laws  of  1915.  In  Jamiary,  1919,  because  of  unsatisfactory 
service  and  a  disagreement  relative  to  the  terms  for  the 
switching  of  rural  lines,  all  of  the  cooperative  rural  tele- 
phone companies  disconnected  their  lines  from  the  village 
switchboard  and  established  a  central  office  outside  of  the 
corporate  limits  of  the  village.  Although  certain  sub- 
scribers within  the  village  were  originally  served  from 
lines  of  the  rural  companies,  having  voluntarily  withdrawn 
1625 
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from  the  village,  it  cannot  be  said  that  they  are  now  fur- 
nishing local  telephone  service  within  the  village.  The 
\-illage  through  its  council  proposes  to  immediately  con- 
struct a  new  outside  plant  so  as  to  enable  it  to  furnish  ade- 
quate telephone  service  to  the  residents  and  business  firms 
within  the  village  and  will  serve  such  rural  line  companies 
upon  a  switching  basis  as  may  desire  service  with  the  vil- 
lage. The  former  arrangement  for  telephone  service  within 
the  village  and  to  the  rural  telephone  users  within  ttie 
vicinity  of  Frost  was  very  unsatisfactory,  and  the  steps 
taken  by  the  village  will  provide  proper  and  adequate 
facilities  for  the  furnishing  of  telephone  service  to  both 
the  residents  within  the  corporate  limits  of  the  village,  as 
well  as  to  farmers  in  the  community. 

It  is,  therefore,  ordered,  That  the  village  of  Frost,  Fari- 
bault County,  Minnesota,  be,  and  the  same  is  hereby, 
granted  an  indeterminate  permit  to  operate  a  local  tele- 
phone exchange  within  the  ^nllage  of  Frost,  Faribault 
County,  Minnesota,  under  and  subject  to  all  the  terms,  con- 
ditions and  limitations  of  Chapter  152,  Gleneral  Laws  of 
1915. 

Dated  at  St.  Paul,  Minnesota,  this  eleventh  day  of  Marfh, 
1919. 
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UISSOUEI. 

PnbUc  Service  OonmusBion. 

Abthub  H.  KiENiNGEH   V.   Farmekb  Mutual   Telephone 
Company  of  Pocahontas. 

Case  No.  1897. 

Bedded  March  SO,  1919. 

DiMrimiiUktioii  in  Enforcemuit  of  Bole  ProbibitluK  Use  of  Oflmuui 

Luigiiace  Ordered  TniTniniitml  —  StipnUtion  to  Tliat 

Effect  Entered. 

Findings  and  Obdee. 

This  is  a  complaint  filed  by  Arthur  H.  Kieninger  of 
Jackson,  Missouri,  in  behalf  of  himself  and  several  neigh- 
bors, against  the  Farmers  Mntnal  Telephone  Company, 
complaining  of  a  discrimination  in  that  certain  parties  were 
permitted  to  use  the  telephone  lines  and  switchboards  of 
the  defendant  for  the  purpose  of  conversing  in  the  German 
language,  while  others  were  prohibited  from  such  use  and 
were  penalized  when  the  lines  were  so  used. 

Full  answer  was  made  by  the  defendant,  containing  a 
general  denial,  when  the  matter  was  thereupon  set  for 
hearing  at  Cape  Girardeau,  Missouri,  before  Special 
Examiner  Bee. 

Some  evidence  was  taken  which  developed  that,  effective 
August  1, 1918,  the  defendant  by  and  through  its  board  of 
directors  adopted  a  rule,  which  in  effect  provided  that  con- 
versations through  the  switchboard  of  the  defendant  com- 
pany located  at  Pocahontas,  Missouri,  should  not  be  con- 
ducted in  any  language  but  English,  except  by  persons  who 
cannot  converse  in  that  language,  and  that  the  complainant 
and  other  parties  had  violated  such  rule  and  as  a  result 
thereof,  such  parties  were  being  refused  further  service 
through  said  exchange.  It  also  appeared  from  the  testi- 
mony that  the  German  language  was  being  spoken 
through  said  exchange  by  other  persons  than  the  com- 
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plainant  in  violation  of  said  mlee  and  that  penalties  had 
not  been  assessed,  although  the  evidence  did  not  show  that 
the  defendant  was  advised  of  said  violations. 

There  appeared  to  be  no  objection  to  the  rule,  as  framed, 
but  only  as  to  its  enforcement,  and  as  a  settlement  of  the 
case  at  issne,  the  following  stipulation  was  entered  of 
record ; 

"  The  Fannera  Mntual  Telephone  Comp&nj  of  Pocahontas,  Missouri, 
defendant  herein,  will  restore  to  semce,  through  its  exchan^,  all  parties 
who  have  been  disconnected  or  refused  service  because  of  the  use  of  the 
German  language  over  telephonti  where  such  conversation  passed  through 
such  switchboard,  and  that  in  the  future  the  Farmers  Mutual  Telephone 
Compan;  of  Pocahontas,  Missonri,  defendant  herein,  vUl  cease  all  dis- 
erimination  between  its  users  and  will  enforce  all  of  its  rules  fairly  and 
equitably  as  between  all  of  its  enbscribeiB  or  members." 

That  this  cause  being  at  issue  upon  complaint  and 
answer  and  stipulation  having  been  entered  of  record,  and 
the  Conunission  being  fully  informed  in  the  premises, 

It  is  ordered,  1.  That  the  defendant,  the  Farmers  Mutual 
Telephone  Company  of  Pocahontas,  Missouri,  shall  restore 
its  services  to  all  of  its  subscribers  or  members  who  have 
been  disconnected  or  denied  services  since  August  1,  1918, 
by  reason  of  said  subscribers  or  members  refusing  to 
comply  with  the  rules  of  said  company  relative  to  the  use 
of  any  language  but  English  for  the  purpose  of  conducting 
telephonic  conversation  over  lines  passing  through  its 
exchange. 

Ordered,  2.  That  in  the  future  the  Farmers  Mutual  Tele- 
phone Company  of  Pocahontas,  Missouri,  defendant  herein, 
be,  and  it  is  hereby,  ordered  to  cease  all  discrimination 
between  its  subscribers  or  members,  and  to  enforce  all  of 
its  rules  and  regulations  fairly  and  equitably  between  its 
subscribers  or  members. 

Ordered,  3.  That  this  order  shall  be  in  full  force  and 
effect  on  and  after  the  first  day  of  April,  1919. 

Ordered,  4.  That  a  certified  copy  of  this  order  be  served 
upon  the  defendant,  the  Farmers  Mutual  Telephone  Com- 
pany of  Pocahontas,  Missonri,  and  upon  all  other  parties 
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hereto,  and  the  defendant,  the  Farmers  Mutual  Telephone 
Company  of  Pocahontas,  Missouri,  shall  notify  the  Com- 
mission within  ten  days  after  the  receipt  of  a  certified  copy 
of  this  order  if  same  will  be  accepted  and  obeyed. 
March  20,  1919. 


In  re  Application  of  the  Clover  Leaf  Telephone  Compant 

FOR  AUTHOBITT  TO  INCREASE  BatbS. 

Case  No.  1508. 

Decided  March  21,  1919. 

Bxtandao  ^  Tins  Within  VUeh  Xncnued  BttM  fflumld  be  01i»f«d, 
OnntwL 

Supplemental  Order  No.  1. 

It  appearing  that  the  Commission,  after  due  investiga- 
tion, and  after  the  company  named  above  had  submitted 
satisfactory  evidence  that  certain  of  its  rates  for  telephone 
service  contained  in  its  P.  S.  C.  Mo.  No.  1,  at  its  exchange 
at  Lathrop,  Missouri,  were  inadequate,  unjust  and  unrear 
sonable,  by  its  order  of  record  in  the  above-entitled  cause 
did  on  March  27,  1918,  permit  the  said  company  to  put 
certain  increased  rates  into  effect  for  a  period  of  one  year, 
from  April  1,  1918,  to  April  1,  1919,  and. 

It  further  appearing  that  any  and  all  increases  in  rates 
authorized  or  permitted  in  the  order  in  this  cause  issued 
March  27, 1918,  were  to  remain  in  effect  for  a  period  begin- 
ning April  1, 1918,  and  ending  April  1,  1919,  for  telephone 
service,  at  the  end  of  which  temporary  period  such  increase 
of  rates  should  without  further  order  cease,  and  the  rates 
of  said  company  should  then  be  reduced  and  restored  by 
said  company  to  the  rates  then  on  file  or  charged  by  it  on 
March  31,  1918;  provided,  that  the  Commission  might 
thereafter  by  further  order  continue  such  increase  of  rates 
for  another  or  further  period,  or  otherwise  change  or 
modify  the  rates  of  said  company,  and  that  the  said  com- 
pany was  required  to  keep  a  full  and  accurate  account  of 
the  revenues  and  expenses  of  its  plant,  and  file  a  full  and 
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complete   record   thereof  with   this   Commission   at   the 
expiration  of  such  period  of  one  year  begiiming  April  1, 
1918,  and  ending  April  1,  1919,  and, 

It  now  appearing  that  the  company  shows  by  its  verified 
report  for  the  eleven  months  ending  February  28,  1919, 
that  its  revenues  from  operation  have  been  sufScient  to 
allow  7  per  cent,  for  depreciation  and  rate  of  return  on  a 
valuation  of  $23,742.02,  and  it  ako  appearing  that  the 
operating  costs  of  the  company  have  not  been  materially 
reduced  during  the  period  covered  by  the  above-named 
report. 

Therefore,  it  is,  ordered,  1.  That  the  Clover  Leaf  Tele- 
phone Company  be  permitted  to  continue  the  rates  allowed 
to  be  charged  in  the  order  of  March  27, 1918,  for  a  further 
period  of  one  year  from  April  1, 1919,  imtil  March  31, 1920, 
under  certain  terras  and  conditions. 

Ordered,  2.  That  any  and  all  increase  of  rates  herein 
authorized  or  permitted  over  and  above  the  rates  in  effect 
on  March  31,  1918,  shall  remain  in  effect  for  a  further 
period  of  one  year  only,  beginning  April  1,  1919,  and  end- 
ing March  31, 1920,  at  the  end  of  which  yearly  period  such 
increased  rates  shall,  without  further  order,  cease,  and  the 
rates  of  said  company  shall  be  reduced  and  restored  by 
said  company  to  the  rates  on  file  and  in  effect' on  March  31, 
1918,  provided,  that  the  Commission  may  hereafter,  by 
further  order,  continue  such  increase  of  rates  for  another 
or  further  period,  or  otherwise  change  or  modify  the  rates 
of  said  company. 

Ordered,  3.  That  said  company  be  required  to  keep  a 
full  and  accurate  accoimt  of  the  revenues  and  expenses  of 
its  plant  and  file  a  full  and  complete  verified  report  thereof 
with  this  Commission  at  the  expiration  of  said  period  of 
one  year  beginning  April  1,  1919,  and  ending  March  31, 
1920,  which  report  shall  be  in  addition  to  any  other  reports 
required  by  law;  and  that  the  Commission  fully  retain 
jurisdiction  of  the  parties  and  subject-matter  of  this  cause, 
to  continue,  change  or  modify  the  rates  of  said  company 
upon  the  expiration  of  said  period  of  one  year,  or  at  any 
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Other  time,  upon  the  reports,  evidence  and  facts  now  before 
the  Conumssion,  together  with  such  other  reports,  evidence 
or  facts  as  the  company  or  ainy  interested  party  may  oflEer. 

Ordered,  4.  That  this  order  shall  take  effect  on  April  1, 
1919,  and  that  the  Secretary  of  the  Commission  shall  forth- 
with serve  upon  the  parties  hereto  a  certified  copy  of  this 
order,  and  that  the  company  shall  on  or  before  ihe  tenth 
day  of  April,  1919,  notify  the  Commission  in  the  manner 
prescribed  in  Section  25  of  the  Public  Service  Commission 
Law,  whether  the  terms  of  this  order  are  accepted  and  will 
be  obeyed. 

March  21, 1919.' 


In  re  Suspension  of  Rates  of  the  Golden  City  Telephoine 
Company. 

Case  No.  1882. 

Decided  March  21,  1919. 
locTOMa  In  Bates  AnUioriMd  for  P«lod  of  Oua  Tear. 

Opinion  and  Okdeb. 
The  Golden  City  Telephone  Company,  owned  and  oper- 
ated by  George  Harberle,  having  filed  its  P.  S.  C.  Mo.  No.  3, 
cancelling  its  P.  S.  C.  Mo.  No.  1,  the  same  being  a  schedule 
of  proposed  increased  rates  for  telephone  service  at  the 
exchange  of  said  company  at  Golden  City,  Missouri,  the 
same  to  become  effective  January  1,  1919,  and  the  Com- 
mission on  December  16,  1918,  having  entered  its  order 
suspending  the  effective  date  of  such  schedule  for  a  period 
of  one  hundred  and  twenty  days,  to  and  including  April  30, 
1919,  unless  otherwise  ordered  by  the  Commission,  and 

'On  the  same  date  similar  orders  were  issaed  anthorizing  the  following 
companies  to  keep  in  effect  their  increased  rates  antil  Mamh  31, 1920 : 

Bnnceton  Independent  Telephone  Companj' No.  1509 

Waverlj  Telephone  Company So.  1510 

Albany  Telephone  Company No.  1611 

Soutliwestem  Bell  Telephone  CtHnpany No.  1S12 
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after  due  notice  to  the  mayor  of  said  Golden  City  of  the 
time  and  place,  a  hearing  having  been  held  at  the  court 
house  at  Lamar,  Missouri,  on  March  20, 1919,  at  one  o'clock 
p.  M.  hefore  one  of  the  Commissioners,  and  said  company 
then  and  there  having  appeared  by  said  George  Harberle, 
an  investigation  into  the  reasonableness  and  necessity  for 
such  increased  rates  was  made. 

It  appeared  from  the  evidence  that  the  applicant  is  ask- 
ing for  an  increase  of  50  cents  per  month  in  the  rate  for 
business  telephones,  both  direct  line  and  desk  set,  and  an 
increase  from  $4.00  to  $5.00  per  year  for  Class  A  switching 
through  applicant's  exchange  at  Dudenville,  and  an 
increase  from  $3.00  to  $5.00  jier  year  for  rural  sw-itching, 
in  both  cases  the  subscribers  owning  the  lines  and  instru- 
ments and  all  equipment;  an  increase  from  $12.00  to  $15.00 
per  year  in  the  rate  for  Class  B  business  telephones,  and 
from  $10.00  to  $12.00  per  year  for  Class  B  residence  tele- 
phones, the  lines  and  instruments  being  ©"WTied  by  the  appli- 
cant ;  and  an  increase  from  $6.00  to  $8.00  per  year  in  the 
rates  for  Class  C  residence  telephones  where  the  applicant 
owns  the  line  and  the  subscriber  owns  the  instrument. 

And,  it  further  appearing  that  the  revenue  derived  from 
the  present  rates  for  a  period  of  one  year  immediately  pre- 
ceding the  filing  of  such  schedule  amounted  to  $4,331.50, 
and  that  the  estimated  revenues  from  the  proposed  rates 
will  amount  to  the  sum  of  $5,184.50,  for  one  year,  or  an 
increase  of  $853.00  per  annum  over  the  present  exchange 
revenues ;  and,  it  further  appearing  that  the  actual  ojwrat- 
jng  expenses  of  applicant  for  a  period  of  one  year  before 
the  filing  of  the  schedule  under  suspension  amounted  to  the 
sum  of  $4,739.28,  leaving  an  actual  deficit  for  the  past  year 
ill  the  sum  of  $92.18  after  taking  into  consideration  toll 
commissions  and  non-subscribers'  tolls  in  the  sum  of 
$315.60,  and  that,  after  such  increase,  assuming  that  no 
telephone  service  ■will  be  discontinued,  the  applicant  will 
receive  the  sum  of  $760.82  in  excess  of  its  operating 
expenses,  applicable  to  depreciation  and  return  upon  its 
ihvestment;  and,  it  appearing  further  that  said  sum  of 
$760.82  is  not  more  than  a  reasonable  and  adequate  retarh 
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upon  the  investment  of  said  company  of  an  undoubted 
value  of  over  $6,000,  and  estimated  by  the  applicant  at 
$12,600,  the  Commission  finds  that  such  rates  and  charges 
lor  telephone  sei-vice  at  Golden  City,  Missouri,  proposed 
in  said  suspended  schedule  are  reasonable  and  just  and 
should  be  allowed  to  become  effective. 

Therefore,  the  Commission  being  fully  advised  in  the 
premises  and  after  due  deliberation. 

It  is  ordered,  1.  That  the  order  of  the  Conunission  sus- 
pending said  P.  S.  C.  Mo.  No.  3,  cancelling  said  P.  S.  C. 
Mo.  No.  1,  entered  on  December  16,  1918,  be,  and  the  same 
IS  hereby,  set  aside  and  vacated,  and  the  rates  and  charges 
provided  for  in  said  schedule  be  permitted  to  become 
effective. 

Ordered,  2.  That  any  and  all  increase  of  rates  herein 
authorized  or  permitte*]  shall  remain  in  effect  for  a  period 
of  one  year  only  from  and  after  the  effective  date  of  this 
order,  at  the  end  of  which  yearly  period  such  increase  of 
rates  shall  without  further  notice,  cease,  and  the  rates  and 
charges  of  said  Golden  City  Teleplione  Company  shall  then 
be  reduced  and  restored  by  said  company  to  the  rates  now 
on  file  or  charged  by  it ;  provided,  that  the  Commission  may 
hereafter  by  further  order  continue  such  increase  in  rates 
and  charges  for  another  or  further  period,  or.  otherwise 
change  or  modify  the  rates  and  charges  of  said  Golden  City 
Telephone  Company. 

Ordered,  3.  That  the  said  Golden  City  Telephone  Com- 
pany be  required  to  keep  a  full  and  accurate  account  of  the 
revenues  and  expenses  of  its  plant  and  file  a  full  and  com- 
plete report  thereof  with  this  Conunission  at  the  expiration 
of  said  period  of  one  year  after  the  effective  date  of  this 
order,  which  report  shall  be  in  addition  to  any  other 
reports  required  by  law;  and  that  the  Commission  fully 
retain  jurisdiction  of  the  parties  and  subject-matter  of  this 
CBnse  to  continue,  change  or  modify  the  rates  of  said 
Oolden  City  Telephone  Company  upon  the  expiration  of 
said  period  of  one  year  after  the  effective  date  of  this 
■order,  or  at  any  other  time,  upon  the  evidence  and  facts 
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now  before  the  Conunisaion,  together  with  such  other  evi- 
dence as  the  Golden  City  Telephone  Company  or  any  inter- 
ested party  may  offer. 

Ordered,  5.  That  this  order  shall  take  effect  on  April  1, 
1919,  and  that  the  Secretary  of  the  Commission  shall  forth- 
with serve  upon  the  parties  hereto,  and  npon  the  HonoraWe 
A.  S.  Burleson,  Director  General  of  Telegraphs  and  Tele- 
phones, a  certified  copy  of  this  order  and  that  the  Golden 
City  Telephone  Company  shall,  on  or  before  the  effective 
date  notify  the  Commission  in  the  maimer  prescribed  in 
Section  25  of  the  Public  Service  Commission  Law,  whether 
the  terms  of  this  order  are  accepted  and  will  be  obeyed. 

March  21,  1919. 


Jn  re  Complaint  of  Commission  dpdn  its  own  motion 
AQAiNST  Bland  Telephone  Company  for  Failing  to 
Furnish  Sebvice  to  Chicago,  Rock  Island  and  Pacific 
Bailwat  Company  at  its  Station  in  Bland. 

Case  No.  2011. 

Decided  April  16,  1919.' 
Tdaphoae  Oompur  Oxdvrad  to  IniUlI  lutnuncat  In  Bkllioad  Stotiim. 

Ordbb. 
It  appearing  to  the  Commission  that  said  E.  H.  Aufder 
Heide,  is  the  owner  and  operator  for  hire  of  a  tele- 
phone system  and  exchange  at  the  town  or  city  of  Bland, 
Missouri,  and  is  doing  business  under  the  name  and  style 
of  Bland  Telephone  Company,  or  under  the  name  and  style 
of  Bland  Telephone  Central,  and  is  a  telephone  company 
under  and  subject  to  the  provisions  of  the  Public  Service 
Commission  Law  of  Missouri,  and  that  said  E.  H.  Aufder 
Heide,  owner  of  and  doing  business  as  such  telephone  com- 
pany, has  wholly,  unreasonably  and  arbitrarily  failed, 
omitted  and  refused,  and  is  now  so  failing,  omitting  and 


'  Original  order  of  Apiil  3,  1919,  as  amendad  by  orders  of  Aplil  4, 
1919,  and  April  16, 1919. 
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refusing  to  furnish  telephone  service  to  the  Chicago,  Rock 
Island  and  Pacific  Bailway  Company  at  its  depot  in  the 
town  of  Bland,  although  requested  so  to  do ;  and  the  Com- 
mission being  of  the  opinion  that  reasonable  and  adequate 
telephone  service  should  be  furnished  by  the  Bland  Tele- 
phone Company  to  the  Chicago,  Kock  Island  and  Pacific 
Bailway  Company  at  its  said  depot,  and  the  matters  herein 
complained  of  being  shown  to  the  Commission  by  informal 
complaints  heretofore  made,  and  by  the  written  communi- 
cations of  the  said  E.  H.  Aufder  Heide,  the  Commission 
therefore,  of  its  own  motion,  and  upon  the  information 
before  it,  makes  formal  complaint  of  the  matters  foregoing, 
and  after  due  consideration 

It  is  ordered,  1.  That  the  said  E.  H.  Aufder,  Heide,  as 
owner  and  operator  of  the  Bland  Telephone  System  and 
Exchange  at  Bland,  Missouri,  on  or  before  the  thirtieth 
day  of  April,  1919,  proceed  to  install  within  the  depot  of 
the  Chicago,  Rock  Island  and  Pacific  Bailway  Company  at 
the  town  of  Bland,  a  proper  instrument,  and  to  connect  the 
same  with  the  central  station  or  exchange  of  said  telephone 
system,  and  to  furnish  reasonable  and  adequate  telephone 
service  thereon  in  accordance  with  the  Public  Service  Com- 
mission Ijaw,  and  with  the  rates  and  schedules  on  file  with 
and  prescribed  by  the  Commission. 

Ordered,  2.  That  said  E.  H.  Aufder  Heide  be  served 
forthwith  by  the  Secretary  of  the  Conumssion  with  a  copy 
of  this  complaint  and  order,  and  required  to  satisfy  the 
same,  or  make  answer  in  writing  to  the  charges  herein  made 
on  or  before  the  said  thirtieth  day  of  April,  1919. 

Ordered,  3.  That  this  order  shall  be  effective  on  and  after 
tiiis  date.* 

April  16, 1919. 


*  Original  order,  entered  April  3,  1919,  modifled  by  order  of  April  4, 
1919,  snbstituting  the  words  "  Chicago,  Rock  Island  and  Pacific  Railway 
Company "  for  "  Rock  lelaad  Railroad  Company,"  and  by  order  of 
April  16, 1919,  snbstitnting  the  name  "  B.  H.  Aufder  Heide  "  for  "A.  F. 
Anfderheide." 
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State  Railway  Commission. 

in  re  Application  of  Kenbsaw  Telephone  Compaut  fob 
Authority  to  Issue  Stock. 

Application  No.  3451. 

Decided  Febmary  28,  1919. 

iMKOb  of  Stock  by  Domestic  Ooipontion  Authorized  i — Distribution  of 

Svne  Among  Stockholders  Appzored  —  DiTldends  to  be 

Limited  to  8  Fer  Cent. 

Applicant  sought  antfaority  to  issue  $7,000  of  additiooal  stock  for  the 
purpose  of  equalizii^  the  outsttinding  capital  with  the  actual  investment 
in  the  company,  the  new  stock  U>  be  used  as  compensation  for  services 
perform!^  in  tlie  past,  but  for  which  no  compensation  had  ever  been 
allowed  by  the  company. 

Held:  That  when  the  company  was  oi^nized,  there  was  no  state  regu- 
lation  of  rates  and  service,  nor  were  the  fundamental  principles  of  rate 
regulation  established.  The  business  of  a  public  utility  was  looked  upon 
ver^'  much  as  any  other  businesfa,  and  in  the  first  stages  of  development, 
before  the  telephone  had  become  a  public  accessity,  and  when  it  was  not 
known  what  the  cost  of  operation  would  be,  men  were  content  to  accept 
nominal  compensation,  or  no  compensation  at  all,  letting  the  money  to 
which  they  might  be  entitled  go  back  into  the  property  confidently 
expecting  to  recover  in  the  future,  either  through  sole  or  capitaliEation, 
the  reward  for  their  early  sacrifices.  So  long  as  they  were  sure  that  the 
surplus  earnings  were  going  into  the  property  they  had  no  fear  of  being 
able  to  realize  on  their  actual  investment  ultimately,  nor  were  they  very 
solicitous  about  keeping  accurate  accounts  of  these  matters,  trusting  to 
the  surplus  in  the  property  to  finally  reimburse  them.  However,  as  the 
Commission  had  now  adopted  the  investment  basis  as  the  main  factor  in 
the  valuation  for  rate  or  capital iEation  purposes,  it  had  become  hi^y 
essential  to  know  how  much  of  the  surplus  produced  by  the  rates  actually 
belonged  to  the  stockholders ; 

That  upon  full  consideration  of  the  evidence  submitted,  the  claim  of 
$7,000  as  made  by  the  applicant,  was  not  justified,  but  some  allowance 
should  be  made  for  services  performed  and  not  paid  for,  and  for  this 
purpose  a  sum  of  $3,500  would  be  approved  and  stock  in  the  value  of 
$3,500,  tf^ther  with  the  stock  outstanding,  shonid  represent,  at  the  par 
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value  thereof,  the  entire  interests  of  the  stockholders  in  and  to  the  prop- 
erty held  by  the  company ; 

That  the  stockholders  are  entitled  to  no  more  than  a  reasonable  retnm 
upon  the  par  value  of  the  shares  of  stock  held  by  them,  and  a  reasonabia 
return  at  this  time  and  under  the  circumstances  of  this  case  is  S  per  cent, 
per  annum ; 

That  the  issue  of  additional  stock  in  the  amount  of  $3,500  vould  increase 
the  capitaliEstion  t«  $13,425,  slightly  more  than  the  present  value  as  esti- 
mated by  the  Commission's  engineers  and  about  $2,000  less  than  that 
claimed  by  the  company.  However,  if  to  the  present  value  of  the  physical 
property  there  were  added  the  other  assets,  the  stock  authorised  wonid  be 
well  within  the  total  assets  of  the  company; 

Applicant  should  be  authorized  to  issue  $3,500,  par  value,  of  stock,  and 
distribute  the  same  to  the  stockholders  of  record  in  such  proportion  as 
might  be  mutually  agreed  upon  by  the  company  and  the  stockholders,  sub- 
ject to  the  following  conditions:  (a)  that  the  beneficial  interests  of  the 
stockholders  of  the  company  in  and  to  the  property  held  by  the  company 
should  be  limited  in  value  to  the  par  value  of  the  capital  stock  outstanding 
and  in  force,  and  dividends  should  be  limited  to  8  per  cent,  per  annum; 
(b)  that  the  beneficial  interests  in  the  remainder  of  the  property  held  by 
the  company  should  be  in  the  patrons  of  the  company,  the  company  to 
hold  and  administer  all  the  property  as  heretofore  in  such  manner  as  to 
insure  its  maintenance  and  serviceability  according  to  modern  standards 
and  the  payment  of  a  reasonable  return  to  the  stockholders  of  the 
company. 

Opinion. 

This  company  was  organized  in  1904  with  an  authorized 
capital  of  $10,000,  which  was  later  increased  to  $20,000. 
Stock  was  sold  from  time  to  time  until  at  the  present  time 
there  is  outstanding  $9,935.  Dividends  averaging  slightly 
over  8  per  cent,  annually  have  been  paid  on  the  stock  out- 
standing since  the  company  was  organized.  Application  is 
now  made  for  authority  to  issue  additional  stock  in  the 
amount  of  $7,000  for  the  purpose  of  equalizing  the  out- 
standing capital  with  the  actual  investment  in  the  com- 
pany, the  new  stock  to  be  used  as  comi>ensation  for  serv- 
ices performed  in  the  past,  but  for  which  it  is  alleged  no 
compensation  was  ever  allowed  by  the  company. 

The  property  investment  as  shown  by  the  books  of  the 
company  is  now  $15,617.  The  company  submits  an  inven- 
tory of  its  property  as  of  December  31,  1917,  which  shows 


DigilizcdbyGOOglc 


1638         Nebbaska  State  Railway  Couhjbsion. 

(Nik 
a  present  valne  of  physical  property  of  $15,445.30.  In 
addition  to  that,  the  company  has  cash  on  hand  of  $3,200 
and  bills  receivable  of  $2,030,  making  total  assets  of 
approxiraately  $20,000.  The  Commission's  engineering 
department  took  the  inventory  submitted  by  the  company 
and  applying  its  units  of  cost  to  the  same  finds  a  repro- 
duction value  of  $20,011.20  and  a  present  or  depreciated 
value  of  $12,722.36.  The  latter  figure  is  reached  without 
personal  inspection  of  the  property  by  our  engineers  and 
is  but  an  estimate.  The  company  now  makes  application 
for  stock  to  cover  services  performed  by  the  various  offi- 
cers since  the  organization  and  for  which  services  no  com- 
pensation has  been  paid.  It  is  shown  that  the  salaries  paid 
to  directors  and  officers  from  the  beginning  down  to  the 
date  of  this  application  amounted  in  the  aggregate  to 
$3,520,  the  itemized  statement  being  as  follows : 

Paid  to  directors  for  attending  moetings,  at  $1.00,  each,  from 

January  1,  1914,  to  June  30, 1918 $274  00 

1904  Paid  secretary  20  c«nts  per  hour  for  actual  time 36  00 

1905  Paid  secretary  for  entire  year 100  00 

1906  Paid  secretary  $10.00  per  month 120  00 

1907  Paid  secretary  $15.00  per  month i 180  00 

1908  Paid  secretary  $10.00  per  month 120  00 

1909  Paid  secretary  $10.00  per  month 120  00 

1910  Paid  secretary  $10.00  per  month 120  00 

1911  Paid  secretary  $10.00  per  month 120  00 

1912  Paid  seeretarj-  $15.00  per  month... 180  00 

1913  Paid  secretary  $15.00  per  month 180  00 

1914  Paid  secretary  $15.00  per  month 180  00 

1915  Paid  secretary  $15.00  per  month  to  June  30 90  00 

1916  Paid  secretary  and  president  $25.00  each  from  July  1, 

1915  to  June  30, 1918 1^  W> 

In  May,  1908,  all  directors  received  as  payment  for  aervicea 

rendered  8  shares  of  company  stock,  par  value  $25.00  total  200  00 

Total  Paid  to  au.  Opficebs  oi-  Cokpaht $3,K0  00 
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As  a  basis  for  their  claim  of  $7,000  the  following  claim 
as  to  salaries  is  submitted : 

For  nme-moiith  period  from  March  1,  1904,  to  Jannary  1, 
1905,  aaiary  for  piesident  and  secretary  at  $90.00  ea43h  per 
month,  $270 »540  00 

Salary  of  president  and  manager  at  930.00  per  month,  or 
$360  per  year,  from  January  1, 1905,  to  January  1, 1919. .         S,040  00 

Salary  of  secretary  and  treasorer  for  same  period,  same 
salary 5,040  00  ' 

$10,620  00 
Total  amount  reedred  for  above  apeoifled  time 3,520  00 

Balanoe  due $7,100  00 

It  will  be  noted  that  applicant  asks  for  compensation  for 
the  president  and  secretary  at  the  rate  of  $30.00  per  month 
from  the  date  of  the  organization  of  the  company  down  to 
the  present  time.  To  review  the  history  of  a  telephone 
company  sach  as  this  and  attempt  to  accurately  determine 
what  should  have  been  paid  its  officers  for  their  services  is 
a  difficult  task.  Conditions  to-day  are  greatly  different 
than  they  were  fifteen  years  ago  when  the  company  began 
business.  Salaries  adequate  tJien  are  entirely  inadequate 
now,  but  before  a  definite  determination  is  possible  a  com- 
plete knowledge  of  all  of  the  circimistances  under  which  the 
service  was  performed  is  essential  and  such  information  is 
always  difficult  to  secure  and  equally  difficult  to  measure, 
ten  or  fifteen  years  after  the  service  has  been  rendered.  It 
is  frequently  urged  in  connection  with  claims  of  this 
character,  that  the  best  measure  of  the  value  of  a  man's 
service  is  the  price  which  he  himself  sets  upon  it  and  for 
which  he  has  been  content  to  do  the  work.  Ordinarily  that 
is  true,  but  in  a  case  such  as  this  it  cannot  be  accepted  as 
the  sole  guide.  When  this  company  was  organized  there 
was  no  state  regulation  of  rates  and  service  nor  were  the 
fundamental  principles  of  rate  regulation  established.  The 
business  of  a  public  utility  was  looked  upon  very  much  as 
any  otber  business.    In  the  first  stages  of  development. 
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before  the  telephone  had  become  a  public  necessity  and 
when  it  was  not  known  what  the  cost  of  operation  would 
be,  men  were  content  to  accept  nominal  compensation,  or 
no  compensation  at  all,  letting  the  money  to  which  they 
might  be  entitled  go  back  into  the  property,  confidently 
expecting  to  recover  in  the  future,  either  through  sale  or 
capitalization,  the  reward  for  their  early  sacrifices.  So 
■  long  as  they  were  assured  that  the  surplus  earnings  were 
going  into  the  property  they  had  no  fear  of  being  able  to 
realize  on  their  actual  investment  ultimately,  nor  were  they 
very  solicitous  about  keeping  accurate  records  of  these 
matters,  trusting  to  the  surplus  in  the  property  to  finally 
reimburse  them.  Now  that  this  Commission  has  adopted 
the  investment  basis  as  the  main  factor  in  a  valuation  for 
rate  or  capitalization  purposes,  it  has  become  highly  essen- 
tial to  know  how  much  of  the  surplus  produced  by  the  rates 
actually  belongs  to  the  stockholders  and  they,  as  well  as 
the  Commission,  are  concerned  in  measuring  it  as  definitely 
as  possible.  It  goes  "without  saying  that  had  the  same 
policy  been  in  eifect  from  the  first  there  probably  would 
have  been  a  different  method  of  conducting  many  utilities. 
It  is  only  possible  now  to  make  an  allowance  for  these 
uncompensated  services  and  obligations  as  in  the  judgment 
of  the  Commission  appears  to  be  fair  and  reasonable. 

S,  A.  Westing  was  the  first  president  of  the  company  and 
is  now  one  of  the  principal  stockholders.  A.  S.  Howard, 
the  present  executive,  succeeded  Mr.  "Westing  and  has  been 
in  the  office  for  several  years.  He  o^^•ns  196  of  the  307 
shares.  During  the  construction  period  Mr.  Howard 
superintended  the  work  and  put  in  considerable  time.  For 
this,  however,  he  was  paid  a  per  diem  and  all  of  Ms 
expenses.  This  compensation  is  not  included  in  the  $3,520. 
Claim  is  made  by  Mr.  Howard  for  compensation  for  serv- 
ice in  promoting  the  company  and  selling  stock  as  former 
lines  were  projected.  This  claim  is  also  made  for  the  other 
directors,  who  performed  a  similar  service.  It  is  well  to 
remember  in  this  connection,  however,  that  in  1908  capital 
stock  in  the  amount  of  $25.00  was  issued  to  each  of  the 
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eight  directors  in  payment  of  services  previoasly  rendered. 
Whether  this  constituted  full  compensation  for  'the  work 
done  is  not  disclosed  by  the  record,  but  it  is  significant  that 
the  directors  accepted  it  as  such  and  made  no  further  claim. 

While  the  president  has  always  managed  the  company, 
it  does  not  appear  from  the  record  that  the  duties  of  this 
position  in  the  early  days  were  very  onerous,  or  required  a 
great  deal  of  time.  At  this  time  Mr.  Howard  was  actively 
engaged  in  the  mercantile  business  and  Mr.  Westing  was 
and  still  is  interested  in  several  large  enterprises. 

There  have  been  but  two  secretaries  of  the  company,  the 
present  Secretary,  H.  R.  CopUn,  serving  since  1908.  The 
secretary  also  acts  as  treasurer.  He  keeps  the  books, 
attends  the  directors '  and  stockholders '  meetings  Mid 
assists  with  the  collections,  Mr.  Coplin  has  been  in  the 
banking  business  and  it  is  conceded  has  only  given  such 
time  as  was  absolutely  necessary  to  the  telephone  business. 
The  system  of  bookkeeping  has  been  very  simple  and  in  a 
business  of  this  size  the  work  has  not  been  heavy. 

Upon  consideration  of  all  of  these  matters,  the  Commis- 
sion is  of  the  opinion  that  the  claim  of  $7,000,  as  made  by 
applicant,  is  not  justified  by  the  record.  We  are  of  the 
opinion,  however,  that  some  allowance  should  be  made  for 
services  performed  and  not  paid  for,  and  upon  full  con- 
sideration of  alJ  of  the  facts  find  that  a  suax  of  $3,500  be 
approved  for  this  purpose,  such  stock,  together  with  the 
stock  now  in  force,  to  represent,  at  the  par  value  thereof, 
the  entire  interest  of  the  stockholders  in  and  to  the  prop- 
erty held  by  the  company.  The  Commission  is  also  of  the 
opinion  that  the  stockholders  are  entitled  to  no  more  than 
a  reasonable  return  upon  the  par  value  of  the  shares  of 
stock  held  by  them  and  that  a  reasonable  return  at  this 
time,  and  under  the  circumstances  of  this  case,  is  8  per 
.  cent,  per  annum.  Additional  stock  in  the  amount  of  $3,500 
will  be  authorized.  This  will  increase  the  capital  to 
$13,425,  which  is  slightly  more  than  the  present  value  as 
estimated  by  our  engineers,  and  about  $2,000  less  than  that 
claimed  by  the  company.    If  to  the  present  value  of  the 
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physical  property  is  added  the  other  assets,  the  stock 
authorized  will  be  well  within  t^e  total  assets  of  the 
company. 

Obdbb. 
It  is,  therefore,  ordered,  That  the  Kenesaw  Telephone 
Company,  of  Kenesaw,  Nebraska,  be,  and  the  same  is 
hereby,  authorized  to  issue  its  common  stock  in  the  amount 
of  $3,500,  par  value,  and  distribute  the  same  to  its  stock- 
holders of  record  in  such  proportion  as  may  be  mutually 
agreed  upon  by  the  company  and  the  stockholders,  subject 
to  the  following  conditions ; 

(1)  That  the  beneficial  interest  of  the  stockholders  of 
the  company  in  and  to  the  propertj'  held  by  the  company 
shall  be  limited  in  value  to  the  par  value  of  the  capital  stock 
outstanding  and  in  force,  and  that  dividends  upon  said 
stock  shall  be  limited  to  8  per  cent,  per  annum  until  the 
further  order  of  the  Commission. 

(2)  That  the  beneficial  interest  in  the  remainder  of  the 
property  held  by  the  company  shall  be  in  the  patrons  of  the 
company,  the  company  to  hold  and  administer  all  the  prop- 
erty as  heretofore  in  such  manner  as  to  ensure  its  mainte- 
nance and  serviceability  according  to  modem  standards 
and  the  payment  of  a  reasonable  return  to  the  stockholders 
of  the  company. 

(3)  That  said  company  shall  file  with  the  Commission  its 
written  acceptance  of  the  terms  and  conditions  of  this 
order. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty- 
eighth  day  of  February,  1919. 
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/«  re  AjTLiCATioir  of  Bebtraitd  Telephone  CoMPAarr  roB 

AUTHOEITT  TO  InCBEASB  BaTBS. 

Application  No.  3706. 
Decided  February  28, 1919. 

IncreiM  In  BnsiiUH,  Baddencs,  Band  and  Switching  Bates  Author- 

imd — DlBcoitnt      for      Prompt      Parmant      Aj^vtanA  < —  Oon- 

tlnitoiu      Serrlcfl      Ordered      Famished — Alhnnace      of 

10     Per     Cent,     Made     for     af-Jirtin^iiMi     and    Be- 

aerre  for  D^redaition  — AUomnce  of  8  Per  Oant 

Made  for  Betnm  on  ^vestment  —  Oreatl(»  of 

Limited 'Snrptw  Fond  Anthoilaed  r- Dlvi- 

dends  limited  to  8  Par  Cent.—  Prorldon 

Made  fin  BodnctliHi  of  Bates  Vhea 

Baxpliu  Fond  Exceeds  Certain 

Amount. 

Applicant  moved  to  set  aside  the  order  *  of  the  Commisaion  of  December 

31,  1918,  in  this  ease,  refusing  authority  to  increase  rates  26  cents  per 

month,  although   ordering  the  company  to   famish  oontinnoos  serriee. 

Uotion  granted. 

Held:  That  the  Commission  was  in  error  in  finding  that  dividends  paid 
for  the  five  yean  ending  December  31,  1917,  amounted  to  $11499.06,  as 
this  amount  represented  the  surplus  above  cost  of  maintenance,  tazee  and 
other  expenses  during  the  pedod,  and  only  $6,292.26  in  dividends  were 
pud.  As  no  dividends  were  paid  in  1918,  for  the  fi^-year  period  ending 
Deoember  31,  1918,  the  retnm  averaged  7  per  cent,  on  the  capitalization; 
That  from  the  remaining  surplus,  amounting  to  $6,662.72,  there  was  due 
to  the  owner  $624  for  services,  and  $4,062.73  was  expended  during  1918 
for  reeonstniction  at  Bertrand  and  during  1916  reconstruction  of  counti? 
lines  vrould  cost  $1,000  more; 

That  the  reprodnction  new  valne  was  approximately  $20,500  and  the 
present  value  about  $15,000,  and  allowing  10  per  cent,  on  the  former 
amount  for  maintenance  and  nserve  for  depreciation  and  S  p^  cent  on 
the  latter  for  return  on  investment,  total  revenues  —  exchange,  toll  and 
miacellaneoas  —  would  exceed  operatii^  and  general  expenses  and  allow- 
ances for  reserve  for  depreciation  and  retnm  on  investment  by  $81.50, 
but  as  an  increase  of  $480  in  wagea  was  imminent,  there  would  result  a 
deficit  of  $400  a  year  without  any  allowance  for  contingencies ; 

That  the  increase  of  50  cents  gross  and  25  cents  net  per  month  asked 
for  all  classes  of  service  should  be  authorised,  except  in  the  case  of 
switching  service,  and  in  that  case,  as  the  rates  usually  charged  for  switch- 
ing service  do  not  exceed  50  cents  per  month,  there  was  no  justification,  in 

*  See  Commisuon  Leaflet  No.  87,  p.  1030. 
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the  absence  of  proof  of  the  cost  of  funuBhiiig  ench  service,  for  iocreuiitg 
applicant's  switchitie  rst«  of  45  eents  per  month  to  more  than  50  cents 
per  month  net,  bnt  applicant  should  be  authorized  to  charge  a  switching 
rate  of  50  cents  net  and  W  cents  gross  as  well  as  increasing  its  other  rates 
50  cents  gross  and  25  cents  net,  the  difference  between  gross  and  net  rates 
for  all  classes  of  service  to  be  given  as  a  disconnt  for  prompt  payment; 

That  the  excess  eamii^  accnring  tima  the  new  rates  idmve  the  eorrmt 
requirements  shoald  go  to  a  surplus  fund  to  oover  deficits  that  mi^l 
arise  in  the  future,  the  creation  of  a  surplus  fund  being  justifiable  so  long 
as  it  does  not  become  disproportionate  to  the  probable  variations  in  the 
cost  of  service  from  year  to  year.  As  a  surplus  is  necessary  only  for 
insuring  a  reasonable  return  to  the  on-ners  of  the  property  —  the  allow- 
ance of  10  per  cent,  for  maintenani^e  and  reserve  for  depreciation  provid- 
ing a  reserve  sufBcient  to  keep  the  property  in  good  operating  condition  — 
and  as  $1,200  —  insuring  one  jrear's  return  at  8  per  cent,  on  $15,000  — 
would  be  sufficient,  whenever  the  surplus  fund  of  the  company  amounts  to 
more  than  $1,200  —  or  in  the  event  of  any  subsequent  increase  in  tbe 
investment  either  from  the  owner's  own  funds  or  from  borrowed  funds  to 
more  than  $1,200  plus  8  per  cent,  per  annum  upon  the  additional  invest- 
ment —  the  rates  herein  authorised  should  be  reduced  5  cents  per  month 
or  whatever  multiple  thereof  may  be  necessary  to  reduce  tbe  sorplns  fund 
to  ,$1,200  or  less,  due  notice  to  be  given  to  the  Commisraon  of  such 
reductions ; 

That  the  rate  to  the  owner  of  the  company  on  account  of  property  in 
place  on  December  31,  1918,  including  iij  such  return  all  interest  paid 
on  borrowed  funds,  should  be  limited  to  $1,200  per  annum,  and  snbee- 
quent  additions  to  the  property  paid  for  by  the  owners'  funds  or  by 
borrowed  funds  should  bear  a  like  rate; 

That  applicant  should  set  aside  monthly  to  a  fund  to  be  known  as 
the  "  Depreciation  Reserve  "  the  difference  between  the  total  of  the  actual 
maintenance  expenses  for  the  month  and  one-twelfth  of  10  per  cent  of 
$20,500  and  tbe  same  ratio  of  the  cost  of  betterments  and  additions  snhse' 
sequently  made; 

That  applicant  should  keep  its  accounts  according  to  the  system  of 
accounting  for  telephone  companies  prescribed  by  the  Commission  in  its 
General  Order  No.  45;  * 

That  applicant  should  provide  continuous  night  and  day  service. 

Opinion. 

This  matter  came  on  for  consideration  by  the  Cominis- 

sion  npon  the  oral  motion  of  the  applicant  to  set  aside  the 

orderf  made  herein  on  December  31,  1918,  and  to  receive 

*  See  Commission  Leaflet  No.  8S,  p.  1358. 
t  See  Commission  Leaflet  No.  87,  p.  1030. 
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additional  information  as  to  the  condition  of  the  company. 
The  motion  was  sustained. 

It  now  appears  that  the  Commission  was  in  error  in  find- 
ing that  the  dividends  paid  during  the  five  years  ending 
December  31,  1917,  amounted  to  $11,199.08.  This  amount 
represented  the  surplus  above  costs  of  maintenance,  taxes 
and  other  expenses  during  the  period.  The  dividends  paid 
amounted  to  $6,292.26  only,  and  inasmuch  as  no  dividend 
was  paid  during  1918  they  constitute  the  return  to  the 
owner  for  six  and  one-half  years  ending  December  31, 1918. 
The  return  averages  7  per  cent,  per  annum  during  the 
period  on  the  capitalization. 

The  surplus  remaining  on  December  31,  1918,  amounted 
to  $5,662.72,  but  there  is  due  from  this  fund  a  salary  claim 
of  the  owner  for  services  during  1918  in  the  sum  of  $624. 
He  devoted  all  of  his  time  during  the  year  to  the  business, 
as  considerable  reconstruction  work  was  going  on,  and 
claims  that  he  should  be  compensated  at  the  rate  of  $100 
per  month.  This  is  not  unreasoniable.  The  balance  in  the 
surplus  account  actually  belonging  thereto  at  the  end  of 
1918  is,  therefore,  only  $5,038.72. 

The  company 's  experience  in  1918  showed  that  all  of  this 
surplus  was  needed  for  the  reconstruction  of  the  plan;  — 
$4,062.73  was  expended  for  that  purpose  on  the  property 
located  in  Bertrand,  and  it  is  claimed  that  the  reconstruc- 
tion of  the  country  lines  to  be  done  during  1919  will  cost 
more  than  $1,000.  The  question  is,  therefore,  are  the  cur- 
rent revenues  sufficient  for  all  of  the  company's  needs, 
including  a  fair  return  upon  the  value  of  the  property! 

The  Commission  found  a  value  of  $13,624.78  in  the  1913 
case.'  All  tlie  Commission  has  before  it  at  this  time  con- 
cerning values  are  the  1913  valuation,  the  showing  as  to 
reconstruction  expenditures  above  noted,  and  the  fact  that 
the  present  owner  purchased  a  half  interest  in  the  prop- 
erty from  his  partner  on  May  1,  1918,  for  $6,500.  This 
transaction  was,  in  fact,  an  exchange  of  properties,  and  the 
agreed  price  is  therefore  not  controlling  as  to  value,  but 
considering  the  cost  of  repairs  and  replacements  made  in 


*  See  Cmninisaion  Leaflet  No.  17,  p.  6S5. 
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1918  (in  connection  with  the  1913  valoation)  the  present 
value  cannot  be  far  from  $15,000,  and  that  fignre  will  be 
used  for  the  purposes  of  this  case.  It  results  in  an  average 
of  $56.60  per  telephone  owned  by  the  company.  The  repro- 
duction new  valae  for  use  in  estimating  the  requirements 
for  maintenance  and  depreciation  is  fixed  at  $20,500  winA 
is  $1,613.50  in  excess  of  the  corresponding  valuation  in  tiie 
1913  case." 

Applicant  was  miable  to  show  the  experience  of  the  com- 
pany as  to  revenues  and  expenses  for  the  entire  year  of 
1918  because  his  former  partner  (who  was  the  manager 
previous  to  applicant's  acquirement  of  the  whole  plant) 
retained  possession  of  the  books  and  refuses  to  deliver 
them  to  him.  The  showing  was  complete,  however,  for  the 
latter  eight  months  of  the  year.  Extending  this  showing  to 
cover  the  entire  year  (changing  the  owner's  salary  so  as  to 
represent  the  amount  earned  and  allowing  50  per  cent  of 
it  as  a  charge  against  general  exi>enses),  allowing  10  per 
cent,  per  annum  for  maintenance  and  depreciation  and  a 
return  of  8  per  cent  per  annum  on  the  value  of  the  prop- 
erty, results  in  the  following  statement : 

Operative :  Expenses 

Operatora'  wages 91,045  13 

Stationery  and  advertising 48  07 

Light,  heat,  water  and  power 72  25 

Eent 180  00 

Pole  rentals  10  00 

Messenger  service 3  00 

Carried  forward $1,368  46 

General: 

Officer's  salary WOO  00 

Clerk's  salary 120  00 

Taxes  61  10 

Insurances 25  15 

B06  25 

Maintenance  and  depreciation  (10  per  cent,  of  $20,500). .  2,050  00 

Retorn  (8  per  cent,  of  $15,000) 1,200  00 

$5,414  70 

*  See  Commission  Leaflet  Ko.  17,  p.  605. 
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'     ReveniteB 

Exchwige $5,011  35 

Toll,  net 481  35 

Miscellimeons  2  50 

TOTAL   5,495  20 

StrBPIitTS  BKVKNUB "$81  50 

Applicant  represents  that  it  is  necessary  to  increase  the 
wages  of  three  operators  and  of  the  clerk  $10.00  each  a 
month.  This  appears  reasonable  in  view  of  the  present 
scale  of  wages  paid,  which  is  $10  each  to  one  operator  and 
two  clerks  and  $35.00  per  month  to  each  of  the  other  two 
operators.  The  amount  of  this  increase  is  $480  a  year, 
which  will  leave  a  deficit  of  $400  in  the  revenues  without 
any  allowance  for  contingencies. 

The  present  monthly  rates  are  as  follows: 

Business $2  00 

One-party  town  residence 1  25 

Fonr-party  town  residence 1  00 

Farm  residence  1  25 

Switehing  rate 45 

with  additional  rates  for  desk  and  extension  sets. 

An  increase  of  50  cents  gross  and  25  cents  net  per  month 
in  all  of  the  rates,  including  switching,  is  asked  for.  No 
separate  showing  was  made  as  to  the  cost  of  furnishing 
switching  ser\'ice,  and  inasmuch  as  the  rate  usually  charged 
for  such  service  does  not  exceed  50  cents  a  month,  there  is 
no  justification  for  the  increase  of  this  rate  above  that 
amonnt.  There  are  150  users  of  switching  service  and  an 
increase  of  5  cents  a  month  would  yield  $94.80  per  annum. 
There  are  265  regular  subscribers  and  an  increase  of  25 
cents  a  month  in  their  rate  will  yield  $795  per  annum, 
making  a  total  increase  in  revenues  of  $889.80.  This  is 
approximately  $500  per  annum  above  current  requirements. 
The  excess  would  go  to  a  surplus  account  for  use  in  cover- 
ing deficits  that  may  arise  in  the  future.  The  creation  of  a 
surplus  fund  is  justifiable  as  long  as  the  fund  does  not 
become  disproportionate  to  the  probable  variations  in  the 

•  An  error  of  $1.00  is  apparent. 
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cost  of  the  service  from  year  to  year.  The  allowance  for 
maintenance  and  depreciation  should  provide  a  reserve 
Buflficient  to  keep  the  property  in  good  operating  condition. 
Practically  speaking,  therefore,  a  surplus  is  necessary  only 
i'or  the  purpose  of  insuring  a  reasonable  return  to  the 
owner  of  the  property.  The- insuring  of  one  year's  return 
in  advance  would  seem  to  be  sufficient  for  this  protection 
and  the  surplus  account  should  therefore  never  exceed  that 
amount,  or  in  this  case  $1,200,  unless  the  owner's  invest- 
ment is  increased.  "When  the  baletnce  in  the  account  exceeds 
this  amount  the  rates  should  be  correspondingly  reduceil 

The  principle  of  the  gross  and  net  rate  has  been  repeat- 
edly approved  by  the  Commission  on  the  ground  that  it 
greatly  reduces  the  work  of  making  collections  and  is  there- 
fore economical.  The  switching  rates  are  payable  semi- 
annually in  advance  and  a  gross  rate  of  10  cents  a  month 
above  the  net  rate  has  been  found  sufficient  to  induce 
prompt  payment  in  other  companies.  A  margin  of  25  cents 
a  month  has  been  found  necessary  in  rates  payable  montlJy. 

The  Commission  therefore  finds  that  applicant's  present 
subscriber  rates  should  be  increased  50  cents  a  monUi  gross 
with  a  discount  of  25  cents  a  month  if  paid  on  or  before  the 
tenth  day  of  the  month  to  which  they  apply,  and  that  appli- 
cant's switching  rates  should  be  increased  15  cents  a  month 
gross  ^vath  a  discount  of  10  cents  a  month  if  paid  semi- 
annually during  the  first  month  of  the  six  months'  period  to 
which  they  apply. 

Order. 

/(  is,  therefore,  ordered  by  the  Nebraska  State  Railway 
Commission,  That  the  order  herein  made  on  December  31, 
1918,  be,  and  the  same  is  hereby,  set  aside  and  made  of  no 
affect. 

It  is  further  ordered,  That  the  Bertrand  Telephone  Com- 
pany be,  and  the  same  is  hereby,  authorized  to  charge, 
collect  and  receive  rates  for  its  service  as  follows : 

Per  Xonth 

Business  $2  60 

Oae-party  town  Teeidenoe 1  75 

Four-party  town  residence 1  50 

Fann  residence 1  75 
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Subject  to  a  discount  of  25  cents  per  month  if  paid  on  or  before  the 
tenth  day  of  the  month  to  which  the  charge  applies. 

Switching  service,  60  cents  per  month,  anbject  to  a  discount  of  10  cents 
per  month  if  paid  semi-annnally  during  the  first  month  of  the  period  to 
which  the  charge  applies. 

Desk  sets,  25  cents  per  month  additional. 

Extension  sets,  50  cents  per  month  additional. 

Provided,  That  whenever  the  surplus  fund  of  the  company 
amounts  to  more  than  $1,200,  or  in  the  event  of  any  subse- 
quent increase  in  the  investment,  either  from  the  owner's 
own  funds  or  from  borrowed  funds,  to  more  than  $1,200 
plus  8  per  cent,  per  annum  upon  this  additional  investment, 
the  rates  above  authorized  shall  be  reduced  5  cents  per 
month,  or  whatever  multiple  thereof  is  necessary  to  reduce 
the  surplus  fund  to  $1^00  or  less,  due  notice  to  be  given  to 
the  Commission  of  such  reductions. 

/(  is  further  ordered,  That  the  return  to  the  owner  of  the 
company  on  account  of  property  in  place  on  December  31, 
1918  (including  in  such  return  all  interest  paid  on  borrowed 
funds)  shall  be  limited  to  $1,200  per  annum.  Subsequent 
additions  to  the  property  paid  for  by  the  owner's  funds  or 
by  borrowed  funds  shall  bear  a  like  rate. 

It  is  further  ordered,  That  applicant  shall  set  aside 
monthly  to  a  fund  to  be  knoiv-n  as  the  depreciation  reserve, 
the  difference  between  the  total  of  the  actual  maintenance 
expenses  for  the  month  and  one-twelfth  of  10  per  cent,  of' 
$20,500  and  the  same  ratio  of  the  cost  of  betterments  and 
additions  made  subsequent  to  December  31,  1918,  and  that 
applicant  shall  keep  its  accounts  according  to  the  system 
of  accounting  for  telephone  companies  prescribed  by  the 
Commission  in  its  General  Order  No.  45.* 

/( is  further  ordered,  That  applicant  shall  provide  its  sub- 
scribers and  the  public  continuous  night  and  day  service, 
subject  to  the  payment  of  lawful  rates  therefor. 

This  order  shall  become  effective  April  1,  1919. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty- 
eighth  day  of  February,  1919. 


*  See  Commission  LeaSet  No.  88,  p.  1358. 
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In  re  Application  of  Kenesaw  Telephone  Company  for 

ACTHORITY  TO  INCREASE  RaTES. 

Application  No.  3715. 

Decided  March  1,  1919. 

IncTMM  in  Net  E«tM  Denied  —  Inctewe  in  Gross  Rfttas  Antlunind  — 

Allowance  of  10  Per  Cent.  Mede  for  Maintenftnce  and  Besarre 

for  Depreciktion  — AUowuice  of  8  Per  Oent.  Made  fta 

Betnin  on  Investment. 

AppUcont  soo^t  authority  to  increase  its  groes  boBinees  rate  75  cents 
per  month,  and  its  groaa  remdenee  and  rural  rates  60  cents  per  month,  said 
rates  to  be  subject  U>  a  discount  of  25  cents  per  month  for  prompt 
payment 

The  Cotmnissiou  found  that  the  reproduction  new  value  of  the  prop- 
erty was  $20,110,  and  that  the  actual  investment  of  the  stockholders  was 
fl3,425.  The  Commission  further  found  that  the  operating  revenues 
were  $5,982.05,  and  that  the  operating  expenses,  including  taxes  and 
allowance  of  10  par  cent,  on  the  reproduction  new  value  of  the  propoty 
for  maintenance  and  depreciation,  and  an  allowance  of  8  par  cent  on  the 
stockholders'  investment  for  dividends,  were  $6,464.35. 

Seld:  That  although  the  Commission  had  substituted  10  per  cent  of 
the  reproduction  value  instead  of  the  actual  expenditures  for  mainte- 
nance, the  sum  allowed  would  be  adequate,  even  under  present  material 
and  labor  costs,  and  the  excess  of  actual  expenditures  for  maintotanoe 
above  tbe  10  pra  cent.  aUewanee,  was  due  to  the  fact  that  the  property 
was  going  throng  a  rather  extensive  reconstruction  period  ^ 

That  expenses  of  all  kiuds  had  mounted  rapidly  in  the  past  two  years, 
but  there  was  every  reason  to  believe  that  the  limit  had  been  reached, 
and  that  the  changes,  if  any,  would  be  downward  rather  than  upward 
in  tbe  future;  that  while  the  number  of  subscribers  appeared  to  have 
decreased  slowly  in  the  last  half  of  the  year  1918,  this  was  probably  but 
a  temporary  condition  as  there  had  been  a  gradual  increase  for  several 
years  past,  and  the  increase  should  continue  with  a  normal  development 
of  the  territory  served;  and  the  toll  revenues  had  also  shown  a  steady 
increase;  therefore,  the  present  revenue  was  adequate,  and  it  wonld 
continue  to  be  adequate  for  all  purposes,  and  the  proposed  rates,  which 
wonld  produce  additional  revenue  to  the  amount  of  approximately  $1,200 
annually,  should  not  be  authorized,  as  there  was  no  noeessi^  for  such 
a  surplus ; 

That  the  applicant  should  be  authorized  to  quote  a  gross  rate  25  cents 
in  excess  of  the  net  rates,  the  difference  between  gross  and  net  rates  to 
be  given  as  a  discount  for  prompt  payment 
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Opinion. 
This  is  ail  application  for  an  increase  of  75  cents  per 
month  on  business  telephones  and  50  cents  per  month  on 
farm  and  residence  telephones,  with  a  discount  of  25  cents 
for  prompt  payment.    The  present  rates  are  as  follows : 

Per  Month 

Buaiiiess $2  00 

Residence  , 1  25 

Farm    1  25 

In  application  No.  3451,*  considered  simultaneously  with 
this,  a  discussion  of  tlie  value  of  the  plant  and  the  invest- 
ment in  it'  is  presented  and  it  is  unnecessary  to  repeat  that 
here,  further  than  to  say  that  we  found  the  reproduction 
new  value  of  the  property  to  be  $20,110  and  the  actual 
investment  of  the  stockholders  $13,425.  These  figures  will 
be  used  as  a  basis  for  the  conclusions  in  this  case. 
■  Applicant  represents  that  operating  costs  of  all  kinds 
have  materially  increased  in  recent  years  and  that  addi- 
tional revenue  is  necessary  if  service  is  to  be  maintained 
and  an  earning  returned  to  the  stockholders.  It  is  further 
contended  that  the  president  and  secretary  of  the  company 
are  now  inadequately  paid.  They  receive  $25.00  a  month 
each  and  it  is  urged  that  these  salaries  should  be  increased 
to  $75.00  or  $100  per  month  each. 

Statements  of  the  earnings  and  operating  expenses  are 
submitted  for  the  years  1917  and  1918.  In  addition  the 
Commission  has  the  annual  reports  for  the  same  and  pre- 
vious years.  The  showing  for  the  fiscal  year  ending  June 
30,  1918,  apparently  reflects  the  conditions  as  they  exist 
at  the  present  time,  the  annual  report  for  the  calendar  year 
ending  December  31, 1918,  indicating  that  the  expenses  for 
the  last  six  months  of  the  year  were  not  much  in  excess  of 
those  for  the  first  half  of  the  year.  There  is  a  discrepancy 
as  to  the  revenue,  the  report  for  the  fiscal  year  showing  the 
rental  receipts  to  be  over  $200  more  than  for  the  calendar 
year.    This  appears  to  be  due  partially  to  a  difference  in 

*  See  Commiasion  Leaflet  No.  80,  p.  1636. 
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the  number  of  subscribers  reported,  353  being  reported  for 
the  year  ending  June  30,  1918,  and  only  340  for  the  year 
ending  December  31. 

Using  the  expenses  as  reported  for  the  year  ending  June 
30, 1 9]  8,  readjusted  as  later  explained,  and  the  revenues  for 
the  year  ending  December  31,  we  have  the  following 
statement : 

Revenuee 

Toll  service $iTl  28 

Subscribers'  service: 

33  business,  $24.00  each 792  00 

111  residence,  $15.00  each 1,665  00 

196  farm,  at  $15.00 2,940  00 

Sale  of  material 88  52 

Moving  and  installii^ 25  25 

$5,982  05        $5,982  05 
Erpenses 

Operators   $1,118  25 

Light 17  35 

Coai   95  15 

Insarance    83  85 

[lent 84  00 

Drayage 9  50 

Office  snpplies  43  00 

Advertising 56  00 

Traveling  expense  32  50 

.Taxes  270  75 

$1,789  35 

President's  salary  $300  00 

Seeretarj-'s  salarj-  300  00 

600  00 

Maintenanee  and  depreciation    (10  per  cent,  of 

$20,011 )     2,001  00 

4,390  35 

XET   INCOME    r $1,591    70 

Diridonds  (8  per  cent,  on  $13.425) 1,074  00 

smPLUs  $517  70 

In  the  aljove  statement  we  hare  substituted  for  the  actual 
expenditures  for  maintenance  an  annnal  allowance  of  10 
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.89] 

per  cent,  of  the  reproduction  value  of  the  property,  which 
is  intended  to  cover  both  maintenance  and  depreciation. 
The  company  has  been  expending  more  than  this  in  the  past 
two  years.  It  is  evident,  however,  that  the  property  is 
going  through  a  rather  extensive  reconstruction  period  and 
that  the  expenditures  for  that  reason  are  somewhat  above 
normal.  It  is  apparent,  also,  that  a  portion  of  the 
expenditures  should  have  been  charged  to  additions  and 
betterments.  We  believe  the  sum  allowed  will  be  adequate, 
even  under  present  material  and  labor  costs. 

The  operating  expenses  include  an  increase  in  pay  to  the 
three  operators,  but  it  is  claimed  that  an  additional  increase 
of  $7.50  per  month  for  the  three  will  be  necessary,  making 
the  annual  charge  of  $90.00  to  be  included.  With  reference 
to  the  claim  that  the  salaries  of  the  president  and  secretary 
should  be  increased,  the  Commission  is  of  the  opinion  that 
some  increase  is  necessary.  We  believe,  however,  that  a 
combined  salary  of  $100  per  month  would  provide  adequate 
compensation.  Such  an  amount  compares  favorably  with 
the  expenditures  for  this  purpose  by  other  companies  of 
similar  size.  This  would  add  $600  annually  to  the  expt  nse, 
making  a  total  of  $690  not  included  in  the  above  statement. 
This  is  greater  by  $172.30  than  the  net  surplus  shown  and 
would  create  a  deficit  to  that  amount.  If  the  revenue  fig- 
ures for  the  year  ending  June  30  are  used,  however,  there 
would  still  remain  a  surplus  of  $22.70. 

Expenses  of  all  kinds  have  mounted  rapidly  in  the  past 
two  years,  but  there  is  every  reason  to  believe  that  the  limit 
has  been  reached  and  that  the  changes,  if  any,  will  be  down- 
ward rather  than  upward  in  the  future.  While  the  number 
of  sabseribers  appears  to  have  decreased  slightly  in  the 
last  half  of  the  year  1918,  that  is  probably  but  a  temporary 
condition.  There  has  been  a  gradual  increase  for  several 
years  past  and  tlie  increase  should  continue  with  the  normal 
development  of  the  territory  served.  The  toll  revenue  has 
likewise  shown  a  steady  increase.  Taking  these  things  into 
consideration,  the  Commission  is  of  the  opinion  that  the 
present  revenue  is  adequate  and  that  it  will  continue  to  be 
adequate  for  all  purposes.  It  should  be  borne  in  mind  that 
an  allowance  of  8  per  cent,  for  dividends  is  made  here, 
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IS 

whereas  in  the  majority  of  cases  the  Conunission  has  found 
7  per  cent,  to  be  reasonable.  The  increase  of  the  capital 
securities  (Application  No.  3451,*  supra),  to  the  extent  of 
$3,500,  also  has  a  bearing.  It  increases  the  allowance  tor 
dividends  in  the  amount  of  $280  and  to  that  extent  adds  to 
the  net  income  of  the  present  owners,  over  what  they  have 
been  receiving  in  the  past.  The  rates  asked  for  woidd 
produce  additional  revenue  to  the  amount  of  approximately 
$1,200  annually.  We  can  find  no  necessity  for  such  a  sur- 
plus.   The  application  will  therefore  be  denied. 

It  is  desired  by  the  company  to  assess  a  penalty  of  25 
cents  per  month  where  rentals  are  not  paid  by  the  tenth  of 
the  month.  In  lien  of  such  method,  however,  the  Comnus- 
sion  prefers  the  establishment  of  a  gross  rate  from  which 
a  discount  of  25  cents  is  made  for  payment  within  a  speci- 
fied time.  It  has  approved  anch  a  rule  in  many  cases  and 
knows  of  no  reason  why  It  should  not  be  authorized  here. 


It  is,  therefore,  ordered.  That  the  application  of  the 
Kenesaw  Telephone  Company  for  authority  to  increase  its 
net  exchange  rates  be,  and  the  same  is  hereby,  denied. 

It  is  further  ordered,  That  the  Kenesaw  Telephone  Com- 
pany be,  and  the  same  is  hereby,  authorized  to  establish 
gross  rates  for  the  various  classes  of  exchange  service  as 
follows : 

PerMomA 

Business  $2  25 

Residence    1  50 

Farm 1  60 

Where  payment  is  made  on  or  before  the  tenth  of  the  month 
a  discount  of  25  cents  will  be  allowed. 

This  order  to  be  effective  on  and  after  April  1,  1919. 

Made  and  entered  at  Lincoln,  Nebraska,  this  first  day  of 
March,  1919. 


'  See  Commission  Leaflet  No.  8fl,  p.  1636. 
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In   re   ApplicaTiok   of   Scotia   Independent  Telephone 
Company  fob  Authoritt  to  Increase  Kates. 

AppUcation  No.  3684. 

Decided  March  4,  1919. 

Inenws  in  Borinsn  and  Bwidenc«  BatM  AnthoiiMd  —  Dici«aM  ia 

Rnral  Sates  Denied  —  Disconnt  for  Prompt  Fftyment  Approved  — 

Oompuy  Entitled  to  Betnm  on  Net  Income  from  BeuonkMe 

Efttes,  InTBrted  In  Plant  Inetoad  of  Taken  u  Dividends  — Allow- 

aace  of  10  Per  Cent.  Made  for  Maintenance  and  Seeerre  for 

Depredation  — ^Allowance  of  S  Per  Cent.  Made  for  Botnm 

on  bimtment — AUowanee  of  S  Per  Oent.  Made  for 

Bad   Debta  — Dividends   limited  to   B    Per    Oenti^— 

Incroase  in  Stock  to  Equalise  Oapltallaation  and 

Investment  Snggested. 

Applicant  sought  aathority  toincresse  its  basinesB,  residence  and  mral 

rates  26  cents  per  month. 

Applicant  ha^  outstanding  $4,110  of  stock  issued  for  cash  at  par,  on 
which  no  dividends  had  ever  heeu  paid. 

Held;  That  public  ntilities  subject  to  the  Commission's  rat«-making 
power  would  not  be  permitted  to  earn  a  return  on  accumulations  of  prop- 
erty made  from  excessive  rates,  but  where  rates  had  been  inaufflcient  to 
provide  a  reasonable  return,  and  the  net  income  had  been  invested  in 
plant  instead  of  taken  as  dividends,  the  company  would  be  authorized 
to  earn  on  such  investment  or  would  be  given  opportunity  to  capitalize 
the  dividends  due  and  unpaid ; 

That  computing  dividends  on  the  outstanding  stock  of  $4,110  at  7  per 
cent,  for  the  years  1908  to  1918,  inclusive,  and  computing  interest  at  7 
per  cent,  on  deferred  dividends,  and  adding  the*  sum  of  investment  evi- 
denced by  the  stock,  the  investors'  property  would  be  $8,382.40  —  approxi- 
mately $8,400  —  and  on  this  the  company  should  be  allowed  to  earn  a 
return; 

That  under  the  existing  rates,  after  paying  operating  expenses  inclnd- 
ing  14  per  cent,  to  16  per  cent,  for  maintenance,  and  a  return  of  8  pet  cent., 
the  company  would  have  had  a  surplus  of  $407  in  1916,  a  deficit  of  $42.40 
in  1917  and  a  deficit  of  $64.00  in  1918;  and  in  1919,  the  total  expenditures 
for  which  revenues  must  provide,  estimating  maintenance  and  reserve 
for  depreciation  at  10  per  cent,  on  $12,000  —  $8,400  plus  approximately 
$2,500  of  borrowed  money  invested  in  plant  —  computing  return  on 
invesbnent  at  8  per  cent,  on  $8,400,  and  estimating  insurance,  taxes  and 
interest  on  borrowed  money  at  $400,  would  be  $4,122; 

That  if  the  proposed  increase  in  business  and  residence  rates  were 
aathoriaed,  the  total  earnings  of  the  company  from  subscribers'  service 
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whereas  in  the  majority  of  cases  the  ConmUBsion  I- 
T  per  cent,  to  be  reasonable.    The  increase  of  '^ 
Eccnrities  (AppUcation  No.  3461,'  supra),  to  tj  ij. 
$3,600,  also  has  a  bearing.    It  increases  the   ^   f 
dividends  in  the  amount  of  $280  and  to  tha' ;    y\  '■; 
the  net  income  of  the  present  owners,  ove^  ^.^   ■'■ 
been  receiving  in  the  past.    The  ratef  |   ",^     \ 
produce  additional  revenue  to  the  amoo  j    ; 
$1,200  annually.    We  can  And  no  necj  i 
plus.    The  application  will  thereforr;  i  4 
It  is  desired  by  the  company  toj  S  i  '. 
cents  per  month  where  rentals  arf j  1  i  ^  I 
the  month.    In  lien  of  such  metl^  J 1 1      '  jii  ih 

sion  prefers  the  establishment  ■  j,  t »  ,,k.Z«u  aw 

a  discount  of  25  cents  is  madr  J  f  ^^.  ^^^^^  j„|„, 

fied  time.     It  has  approved  '  '  ,  on  a  valuation  for  rate- 

knows  of  no  reason  why  it  F  eafter  use  the  remaining  sai- 

„t  forth  .l)Ove,  or  hold  the  am 
,es  as  surplus  to  take  care  of  unfore- 

net  exchange  rates  b     ^  """^^^y^  „,  „„t,  or  be  paid  for  by  defef 

/(  is  further  orde      ;*"  ^^„,  ,„  entitled  and  later  oapitalueg 

pany  be,  and  the      J;^,,  d  the  Conunisalou  being  a  prerequmte  m 

gross  rates  for  t'     '  ofthestoek;  uu  ij™  . 

.  „  -'^     .  „A   .qifltribute  among  its  stockholders  a 

toUoWS:  a*  isane  and  distribute  amon. 

■'    ,t  amount  of    the   differene.  "™'',»*'™Jm 
-  ■"  '^:  by  stoekholders  and  outstandins)  and  »8,4«1 

B"""  "'.'•Itment  ineluding,  beside,  oai.  paid  i.  for  Soefc 

Eesidence    . . .       ,,„i<<  ■"""     „  „f  7  pj,  cent,  and  interest  tlei«in  M  tie 
I'"" .  i'** ,    '  ,h  the  eonsent  of  the  Conunission,  or  nnght  pay 

"Where  p-   ,  >  '* 

adiscoi  ,^'*"  Opioton. 

,™'  •      f  herein  asks  authority  to  increase  telephone 

M.      jppi"'''"'  „„„th  on  three  general  classes  of  serv- 

Mar      ,.«  Jo  «»'*  residence,  and  rural,-  aUeging  as  a  iie» 
—      ('-.'"'jLTincreasing  costs  of  operation  and  inaWity 
.oV  '"  „.e„t  rates  to  meet  obligations. 
(uder  pre 
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-IS  organized  about  the  middle  of  1907, 
•^old  all  the  stock  that  is  now  out- 
Tt  was  all  sold  for  cash  and  at 
^^^"^^^        ^^%,  ""  P*'^*^-    Contrary  to  prac- 

?9-i{^     '^>  "^^  "^^  "orapany,  which  began 

■^•to    °'^'''^*\        ^  Oj_  ""^^  different  rates 

^  ^^  ^ 


°-^.- 


■^Sr  l|^  ^        "   ,^..  were  covered 

L^^.  ■'-'"  laid  down  by  this 

to  the  Commission's 

^*^-^^-^'^>fc.  .luitted  to  earn  a  return 

,oade  from  excessive  rates, 


t^^^^ 

^^- 


4t?*'.^J''^<j^4j  ^  ,jeen  insufficient  to  provide  a 

9f  .•^^jvy  .le  net  income]  has  been  invested 

f  ^j*  /^*  a  taken  as  dividends,  such  company 


<V 


.1  be  given  opportunity  to  capitalize  the 
.nd  unpaid. 
.^,  iiat  principle  in  the  instant  case,  it  is  found 

.ids  are  due  to  this  company  in  the  amount  of  7 
on  the  outstanding  stock  during  the  years  1908  to 
.iclusive,  and  that  the  stockholders  are  entitled  to 
-e  interest  on  each  of  these  due  and  unpaid  dividend 
junts;  thus  protecting  the  stockholder  in  the  same  mim- 
jr  as  if  the  dividends  had  been  earned  and  had  beeii 
invested  in  property.    For  the  purpose  of  this  ease,  adjust- 
ment of  the  past  period  will  be  made  on  the  basis  of  the 
7  per  cent,  dividend  and  7  per  cent,  interest  on  deferred 
dividends.    The  adjustment  -will  thus  be  as  follows : 

Total  dividends  dne  and  unpaid,  100&~1918,  inclusive,  at 

7  per  cent 43,164  70 

Interest  at  7  per  cent,  on  unpaid  dividends 1407  70 

Total  sacrifice  of  stockholders  in  excess  of  outstand- 
ing stock  $4,272  40 

Outstanding  stock $4,110  OO 

Due  to  Btockholdera 4,272  40 

Investors'*  property    $8,3S2  40 
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would  be  $4,335,  and  the  total  maximum  caroings  inclDdiog  $200  in  tolls, 
would  be  $4,535; 

That  deducting;  the  expenditures  of  $4,122  from  net  earnings  of  94,535 
there  would  be  left  $413,  from  which  2  per  cent  of  the  total  earnings,  or 
$90.70,  should  be  deducted  for  bad  debts,  leaving  a  net  sorplos  of  $322.30: 

That  applicant  should  be  anthorized  to  increase  its  net  business  and 
residence  rates  25  cents  per  month  but  the  net  rural  rates  abonld  o(ki- 
tinue  unchanged;  however,  to  encourage  more  prompt  payment,  gross 
rates  in  excess  of  net  rates  should  be  quoted  for  all  classes  of  service, 
the  difference  between  gross  and  net  rates  to  be  given  as  a  discoont  for 
prompt  payment; 

That  from  its  gross  receipts,  the  company  should  pay  all  reasonable 
costs  of  operating,  its  Interest  charges,  taxes  and  Insurance,  should  set 
aside  10  per  cent,  of  the  entire  cost  of  its  property,  annually,  from  nhirh 
to  pay  all  maintenance  chai^^  for  material  and  labor,  including  such 
part  of  the  linemen's  time  as  was  devoted  to  that  work;  should  carry 
the  remainder  of  the  10  per  cent,  as  reserve  until  needed;  shonld  declare, 
if  earned,  not  more  than  8  per  cent,  dividends  on  a  valuation  for  rale- 
making  purposes  of  $8,400,  and  should  thereafter  use  the  remaining  sur- 
plus, if  any,  to  meet  deficits  in  the  items  set  forth  above,  or  hold  the  same 
in  its  treasury  in  cash  or  liquid  securities  as  surplus  to  take  care  of  unfore- 
seen emeigencies ; 

That  the  debt  incurred  for  the  construction  of  the  exchange  building 
should  not  be  paid  out  of  earnings,  but  might  either  be  capitalized  and 
paid  for  from  the  proceeds  of  the  sale  of  stock,  or  be  paid  for  by  defer- 
ring dividends  to  which  the  company  was  entitled  and  later  capitalizii^ 
these  dividends  —  the  consent  of  the  Commission  heli^  a  prereqoisite  in 
either  case  to  the  issue  of  the  stock; 

That  applicant  might  issue  and  distribute  amoi^  its  stockholders  a 
stock  dividend  of  the  amount  of  the  difference  between  $4,110  (the 
amount  of  stock  paid  id  by  stockholders  and  outstanding)  and  $8,400 
(the  stockholders'  investment  including,  besides  cash  paid  in  for  stock, 
deferred  dividends  at  the  rate  of  7  per  cent,  and  interest  thereon  at  the 
rate  of  7  per  cent.),  with  the  consent  of  the  Commission,  or  might  pay 
dividends  on  an  amount  equal  to  $8,400  to  the  present  ontstanding 
stockholders. 

Ophtion. 
Applicant  herein  asks  authority  to  increase  telephone 
rates  25  cents  per  month  on  three  general  classes  of  serv- 
ice —  business,  residence,  and  rural, —  alleging  as  a  neces- 
sity therefor  increasing  costs  of  operation  and  Inability 
under  present  rates  to  meet  obligations. 
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The  company  was  organized  about  the  middle  of  1907, 
and  during  that  year  sold  all  the  stock  that  is  now  out- 
standing; namely,  $4,110.  It  was  all  sold  for  cash  and  at 
par.  Xo  dividends  have  ever  been  paid.  Contrary  to  prac- 
tice in  many  similar  concerns,  this  company,  which  began 
business  in  a  semi-mutual  way,  did  not  make  different  rates 
for  stockholders  and  renters  and  no  dividends  were  covered 
up  in  that  manner. 

According  to  the  principle  frequently  laid  down  by  this 
Commission,  public  utilities  subject  to  the  Commission's 
rate-making  power  will  not  be  permitted  to  earn  a  return 
on  accumulations  of  property  made  from  excessive  rates, 
but  where  tJie  rates  have  been  insufficient  to  provide  a 
reasonable  return  [and  the  net  income]  has  been  invested 
in  property  rather  than  taken  as  dividends,  such  company 
in  a  readjustment  case  will  be  authorized  to  earn  on  such 
investment  or  will  be  given  opportunity  to  capitalize  the 
dividends  due  and  unpaid. 

Applying  that  principle  in  the  instant  case,  it  is  found 
that  dividends  are  due  to  this  company  in  the  amount  of  7 
per  cent,  on  the  outstanding  stock  during  the  years  1908  to 
1918,  inclusive,  and  that  the  stockholders  are  entitled  to 
simple  interest  on  each  of  these  due  and  unpaid  dividend 
amounts ;  thus  protecting  the  stockholder  in  the  same  man- 
ner as  if  the  dividends  had  been  earned  and  had  been 
invested  in  property.  For  the  purpose  of  this  case,  adjust- 
ment of  the  past  period  will  be  made  on  the  basis  of  the 
7  per  cent,  dividend  and  7  per  cent,  interest  on  deferred 
dividends.    The  adjustment  will  thus  be  as  follows : 

Total  dividends  dne   and  tmpaid,   1&0&-1&18,   inclnaive,   at 

7  per  cent $3,164  70 

laterest  at  7  per  cent,  on  unpaid  dividends 1J107  70 

Total   sacrifice  of  stockholders  in   excess  of  outstand- 
ing stock $4,272  40 

Ontrtanding  stock $4,110  00 

Dae  to  stockholders 4,272  40 

Investors"  property    $8,382  40 


DigilizcdbyCOOglc 


1658  Nebkaska  State  Railway  Commission. 

In  addition  to  this,  this  company  shows  that  it  has  bor- 
rowed $2,400  which  it  has  put  into  betterments.  It  owed 
$3,150  on  December  31,  bnt  nothing  in  the  showing  indicates 
whether  the  additional  debt  above  $2,400  was  incurred  for 
the  construction  of  property  or  was  incurred  for  running 
expenses.  The  company  will  be  allowed  to  earn  the  interest 
rate  on  all  this  money  and  may,  in  its  own  discretion,  make 
application  to  the  Commission  to  issue  and  sell  stock  with 
which  to  secure  the  funds  to  retire  the  debt  incurred  for  new 
construction  only. 

Gross  earnings  and  expenses  and  net  earnings  in  the 
past  three  years  exclusive  of  proper  dividend  allowance  are 
as  follows: 

1916  1917  1918 

Earnings  (gross)    $3,690         $4,165  H600 

Expenses    2,687  3,585  4,010 

Earnings  (net)  $1,003  $580  $590 

Under  the  method  set  out  above  for  ascertaining  proper 
investment  on  which  dividends  can  be  earned,  the  company 
was  entitled  in  1916  to  earn  on  an  invested  capital  of  $7,450. 
which  at  8  per  cent,  would  amount  to  $596.  In  that  year, 
therefore,  the  company  would  have  had  a  surplus  of  $407. 
This  surplus  was  not  due  to  the  maintenance  and  deprecia- 
tion fund  for  the  company's  statement  shows  that  it  paid 
out  for  materials  and  labor  for  maintenance  $759,  which 
did  not  include  that  part  of  the  manager's  time  devoted  to 
maintenance  work.  Nothing  in  the  record  permits  the  Com- 
mission to  any  more  than  roughly  estimate  what  part  of 
the  $1,595  paid  to  the  manager  was  earned  for  managerial 
services  and  what  part  for  services  as  lineman  and  for 
operating  the  exchange.  If  the  figure  of  $635  is  taken  to 
indicate  the  total  amount  paid  the  manager  to  represent  his 
M'ork  on  maintenance,  the  total  amount  spent  for  mainte- 
nance material  and  labor  in  1916  would  be  $1,394,  or  more 
than  14  per  cent,  on  an  estimated  cost  of  the  depreciable 
plant.  This  is  more  than  a  normal  maintenance,  hence  the 
surplus  was  a  real  surplus. 
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In  1917,  using  the  same  basis  of  computation,  the  com- 
pany was  entitled  to  earn  dividends  on  a  valnation  of  $7,785, 
which  at  8  per  cent,  would  have  amounted  to  $62.40.  These 
dividends  were  unpaid.  The  net  earnings  were,  as  shown 
above,  $580  for  that  year.  The  deficit,  if  dividends  had  been 
paid  on  a  proper  basis,  would  have  been  $42.40.  In  1917» 
the  manager  as  such  and  as  lineman  and  for  all  operating 
services  received  $1,690.  If  an  allowance  is  made  t^f  $960 
for  the  operators  and  for  the  general  duties  of  the  manager, 
that  portion  of  the  work  of  the  manager  devoted  to  mainte- 
nance material  and  labor  of  $1,247.90  would  make  an  esti- 
mated total  of  $1,978  spent  for  maintenance,  or  16  per  cent, 
on  the  apparent  cost  of  the  depreciable  property  of  $12,000. 
The  company  in  this  year  constructed  an  exchange  building 
at  a  cost  of  approximately  $2,500,  which  adds  to  the  depre- 
ciable property. 

In  1918,  the  investment  on  which  dividends  would  prop- 
erly be  earned,  computed  on  the  basis  heretofore  set  forth, 
was  $8,175.  A  dividend  allowance  at  8  per  cent,  would 
amount  to  $654.  The  net  earnings  aside  from  dividends 
were  $590.  The  deficit,  therefore,  was  $64.00  in  that  year. 
The  manager  was  paid  $1,710  for  which  he  did  the  work  aa 
manager,  devoted  much  of  his  time  to  maintenance  worlc, 
and  out  of  which  he  paid  the  operators.  Allocating  this  total 
among  operators,  manager's  salary  and  lineman's  wages 
would  indicate  about  15  per  cent,  of  the  value  of  the  depre- 
ciable property  as  having  been  spent  for  maintenance. 

The  company,  therefore,  spent  during  these  three  years 
more  than  a  normal  amount  for  maintenance.  The  Com- 
mission has  rather  insufficient  data  on  which  to  estimate  the 
maintenance-expenses  in  earlier  years,  but  such  data  as  it 
has  indicates  a  certain  amount  of  deferred  depreciation 
which  has  probably  been  taken  care  of  in  these  three  years. 

Applicant  company  has  evidently  not  kept  its  books  in 
such  a  way  as  to  enable  it  to  segregate  the  items  of 
expenditure  so  as  to  give  the  Commission  proper  knowledge 
in  estimating  the  expenses  for  1919,  and  an  estimate  which 
may  in  some  respects  be  faulty  is  necessary.  If  the  com- 
pany keeps  its  books  in  an  approved  manner  during  the 
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present  year,  the  Commission  will  then  be  able  to  adjust 
any  inaccuracies  of  this  finding. 

Figuring  liberally  for  1919  on  a  basis  of  property  snbjeol 
to  depreciation  costing  $12,000,  and  figuring  the  maintenance 
and  depreciation  combined  at  10  per  cent,  on  this  property, 
would  give  $1,200  as  a  proper  allowance  for  maintenance 
and  for  depreciation  reserve.  The  manager  has  been  paid 
$1,710^  for  which  he  performs  the  duties  of  manager,  fur- 
nishes his  OMOi  automobile,  acts  in  a  large  measure  as  a 
lineman,  and  pays  the  operators.  The  Commission  does 
not  anticipate  that  this  figure  will  be  increased  for  1919, 
but  to  cover  possibilities  will  estimate  the  expense  of  oper- 
ators at  $1,150,  this  not  to  include  that  portion  of  the  money 
paid  the  manager  for  purely  managerial  duties.  Other 
operating  expenses  including  heat,  light,  fuel,  power,  office 
supplies  and  incidentals  are  placed  at  $250,  this  figure  being 
arrived  at  from  the  experience  of  other  companies  of  simi- 
lar size.  Applicant  shows  an  incidental  expense,  under 
which  head  is  included  by  applicant  tlie  items  just  enumer- 
ated, of  $780  for  1918.  Obviously,  this  figure  includes  other 
expenses  than  incidental  expenses  of  operation,  bat  what 
those  other  expenses  are  has  not  been  brought  out  by  appli- 
cant General  expenses  of  officers,  etc.,  are  placed  at  $250, 
this  to  include  traveling  expenses,  per  diem  of  directors, 
secretary's  salary,  etc.  An  allowance  should  be  made 
herein  ^so  of  $200  for  that  portion  of  the  manager's  time 
devoted  wholly  to  managerial  duties,  this  having  been  taken 
from  the  expense  of  operation  and  placed  under  general 
expenses.  Estimated  taxes,  insurance  and  interest  on  bor- 
rowed money  $400  per  annum.  The  total  cost  of  operation 
is  thus  estimated  at  $3,450.  If  to  this  is  added  dividends 
on  $8,400  at  8  per  cent.,  that  figure  having  been  found  to 
be  the  proper  allowance  to  the  company  for  property  on 
which  dividends  may  be  paid,  the  total  expenditures  for 
which  the  reveimes  must  provide  reach  the  sum  of  $4,122. 

In  1918  the  company  collected  $4,600,  of  which  $200  repre-        j 
sents  conunission  on  tolls.    It  charged  $1.75  per  month  to 
twenty-five  business  subscribers,  $1.00  per  month  to  eighty- 
nine  residence  subscribers,  and  $1.25  per  month  to  one  han- 
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dred  sixty  farm  sabscribers.  Obviously,  not  all  this  was 
earned  in  the  year.  If  the  rate  for  business  serrice  is 
increased  25  cents  per  month  net  and  a  similar  increase  is 
made  for  residence  subscribers  within  the  exchange  area, 
the  total  maximum  earning  of  the  company  from  sub- 
scribers' sendee  wiU  be  $4,335.  Net  tolls  are  estimated  at 
$200 ;  total  maximum  eaminf^s  $4,535.  An  allowance  should 
be  made  of  2  per  cent,  for  bad  accounts. 

Constructed  in  this  manner,  we  have  the  following  esti- 
mated statement  for  1919: 

Receipt* 

Earnings  from  sabscribors'  serrice $4,335  00 

Toll  commissions 200  00 

Gross  income  $4,535  00 

Expendititres 

Maintenance  and  depreciation $1,200  00 

Operative  expenses 1,400  00 

General  expenses 460  00 

Deductions  for  taxes,  insaraoce,  interest  on  bor- 
rowed funds 400  00 

Dividends  on  basis  of  8  per  cent,  on  $8,400 672  00 

Total  paid  out 4,122  00 

$413  00 
Allowance  for  bad  accounts 90  70 

NXT  BITRFLUa  . . .' $322  30 

The  Commission  is  of  the  opinion  that  jiet  increases  of 
25  cents  per  month  should  be  made  on  business  and  resi- 
dence service  within  the  exchange  area  of  Scotia  and  that 
no  increase  be  made  on  the  farm  lines. 

It  is  evidently  the  desire  of  the  company  to  increase  its 
rates  in  order  to  pay  off  the  indebtedness  outstanding 
against  the  company,  at  least  $2,400  of  which  represents 
construction  of  an  exchange  building  and  the  lota  on  which 
it  stands.    This  debt  should  not  be  paid  from  the  earnings 


DigilizcdbyGOOglc 


1662  Nebraska  State  Bailway  Couuission. 

[SA. 

of  the  company.  It  may,  upon  application  to  and  approval 
by  the  Commission,  be  capitalized,  proceeds  of  the  sale  of 
stock  to  be  used  in  paying  off  indebtedness.  It  may  also  be 
paid  by  deferring  the  dividends  which  the  company  is  enti- 
tled to,  and  later  the  capitalization  of  these  deferred  divi- 
dends upon  proper  application  to  the  Commission  therefor. 

The  company  has  now  outstanding  $4,110  of  stcx^  which 
represents  capital  paid  in  by  stockholders.  We  have  found 
herein  that  the  deferred  dividends  and  interest  thereon  give 
the  stockholders  an  investment  in  existing  property  to  the 
amount  of  $8,400  and  in  estimating  the  expenses,  allowance 
is  made  for  dividends  at  8  per  cent,  on  this  amount  The 
company  may,  in  its  discretion,  issue  a  Bto<^  dividend  for 
the  difference  between  $8,400  and  $4,110  and  distribute 
same  to  its  stockholders.  Or,  it  may  pay  the  dividends  on 
an  amount  equal  to  $8,400  to  the  present  outstanding  stock. 
If  it  is  desired  to  issue  a  stock  dividend,  application  should 
be  made  to  the  Commission  for  that  authority,  reference 
being  made  to  this  finding. 

The  company  should  make  a  better  division  of  its 
expenditures  so  they  will  fall  under  proper  items.  That 
portion  of  the  amount  paid  in  a  lump  sum  for  handling  the 
entire  exchange  which,  in  the  judgment  of  the  board  of 
directors,  would  represent  the  proper  charge  to  mainte- 
nance of  lines  and  switchboard,  should  be  included  as  line- 
man's wages.  Operators'  wages  should  appear  as  such. 
Other  items,  such  as  heat,  light,  fuel  and  ofSce  supplies, 
should  be  separately  carried  in  the  accounts.  Under  gen- 
eral expenses  should  appear  the  per  diem  of  directors,  if 
any,  the  salary  of  the  secretary,  expenses  of  collection,  that 
portion  of  the  manager's  salary  which  corresponds  to  the 
time  devoted  entirely  to  managing,  traveling  expenses  and 
insurance.  Taxes  and  interest  on  borrowed  money  should 
be  shown  as  a  deduction  from  the  net  operating  revenue. 
A  careful  separation  should  be  made  by  the  company 
between  labor  and  material  which  goes  to  keep  in  repair  and 
to  replace  existing  properties  in  kind,  and  such  labor  and 
material  as  have  been  used  for  extending  the  plant  or  bet- 
tering it  beyond  its  original  condition.    These  expenses  for 
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additions  and  betterments  should  be  bo  carried  that  from 
time  to  time  they  may  be  represented  by  issues  of  capital 
stock,  and  if  they  do  not  represent  also  deferred  dividends, 
so  that  the  money  may  then  be  replaced  in  surplus  to  be 
used  in  emergencies  such  as  a  period  of  lean  earnings  or 
abnormal  maintenances. 

Order. 
It  is,  therefore,  ordered  by  the  Nebraska  State  Bailway 
Commission,  That  the  Scotia  Independent  Telephone  Com- 
pany be,  and  it  hereby  is,  authorized  to  publish,  effective 
April  1, 1919,  the  following  rates  and  charges  for  service  on 
its  exchange  at  Scotia: 

Gross  Net 

BasinesB  serrioe $226         $200  per  month 

Residence  within  exchange  area 1  50  1  25  per  month 

Farm   line  service 4  50  3  75  per  qnarter 

Net  rates  will  be  charged  where  bills  within  the  exchange  area  are  paid 
OD  or  before  the  tenth  of  the  month  in  which  service  is  rendered,  and  for 
farm  line  serviee  where  paid  quarterly  during  the  first  month  of  the 
qnarter  in  which  serviee  is  rendered. 

/(  is  further  ordered,  That  from  its  gross  receipts,  the 
company  shall  pay  all  reasonable  cost  of  operating;  its 
interest  charges,  taxes  and  insurance;  shall  set  aside  10 
per  cent,  of  the  entire  cost  of  its  property  annually  from 
which  it  shall  pay  all  maintenance  charges  for  material  and 
labor,  including  such  part  of  the  lineman's  time  as  is 
devoted  to  that  ■work ;  shall  carry  the  remainder  of  the  10 
per  cent,  as  reserve  until  needed ;  shall  declare,  if  earned, 
not  more  than  8  per  cent,  on  a  valuation  for  rate-making 
purposes  of  $8,400 ;  and  shall  thereafter  use  remaining  sur- 
plus, if  any,  to  meet  deficit  in  the  items  set  forth  above  or 
to  hold  same  in  its  treasury  in  cash  or  liquid  securities  as 
surplus  to  care  for  unforeseen  emergencies. 

Made  and  entered  at  Lincoln,  Nebraska,  this  fourth  day 
of  March,  1919. 
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In   re   Application  of   Crete   Telephone   Compaoty  fob 

AUTHOBITY  TO  ChahGE  BaTEB. 

Application  No.  3814. 

Decided  March  7,  1919. 

EUmiutioii  Of  Bat*  for  UndtMl  Swric*  AoOiorlMd  in  Timr  of  DiilLcaltr 

of  Pollciiig  Oslb  —  Diacovnt  for  PKmpt  Payment  Appi«v«d. 

Opinion. 

The  Crete  Telephone  Company  operates  exchanges  at 
Crete  and  Kramer.  It  has  182  telephones  in  operation  at 
Kramer  on  two  rate  bases.  It  furnishes  service  to  73  farm 
line  subscribers  at  $1.25  per  'month  which  Includes  service 
to  Kramer,  Hallam,  Martel  and  Denton,  and  also  furnishes 
service  at  $1.50  per  month  to  109  subscribers  with  free 
service  to  Crete  in  addition  to  the  towns  named  above. 

Applicant  alleges  that  it  has  found  the  task  of  policing 
the  service  between  Kramer  and  Crete  under  present  con- 
ditions unsurmountable.  It  has  been  found  impossible  to 
collect  non-subscribers'  toll  rates  from  a  large  number  of 
the  subscribers  who  do  not  get  the  Crete  service  as  a  part 
of  their  regular  rate,  because  said  subscribers  call  from 
'phones  of  subscribers  who  pay  the  additional  rate  and 
secure  service  at  Crete  in  that  rate  without  additional 
charge.  The  Crete  subscribers  are  all  furnished  service 
to  Kramer  without  additional  charge.  It  is  alleged  that 
subscribers  at  Crete  originate  the  calls  so  that  Kramer  sub- 
scribers will  not  have  to  pay  toll,  or  else  Kramer  subscribers 
call  from  other  telephones  than  their  own. 

The  Commission  has  not  made  an  investigation  of  the 
situation  at  Kramer,  but  from  investigations  of  similar 
situations  in  other  places,  it  is  well  advised  that  the  policing 
is  well  nigh  impossible,  and  a  discrimination  exists  in  that 
service  is  furnished  to  Crete  which  is  not  paid  for,  whereas 
other  subscribers  pay  for  the  same  service. 

The  Conunission  will,  in  this  instance,  apply  the  rule 
frequently  applied  heretofore  that  where  service  conditions 
demand  it,  the  desires  of  the  minority  must  give  way  to  the 
demands  of  the  majority.  It  will,  therefore,  approve  the 
application  of  the  Crete  Telephone  Company  to  charge  all 
subscribers  at  Kramer  the  rate  of  $1.50  per  month  net,  and 
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ttill  furnish  all  such  subscribers  witlioot  additional  charge 
to  Crete  in  addition  to  Martel,  Hallam  and  Denton. 

The  application  also  sets  forth  a  considerable  difficulty 
in  collecting  accounts.  It  alleges  that  on  December  1, 1918, 
accounts  outstanding  for  the  Crete  exchange  amounted  to 
$1,748.85  and  for  the  Kramer  exchange  $1,079.75.  One 
month  later,  the  total  amount  outstanding,  both  at  Kramer 
and  Crete,  was  $2,277.83.  Applicant  has  found  mounting 
costs  of  material  and  labor  a  considerable  burden  and  hesi- 
tates to  pay  the  cost  of  a  collector  unless  that  is  essential. 
It,  therefore,  asks  authority  to  publish  a  gross  rate  25  cents 
higher  than  its  rates  heretofore  published,  for  all  classes 
of  service,  ■with  discount  for  prompt  payment  as  per  rules 
approved  heretofore  by  the  Commission  in  a  large  number 
of  instances.  The  Commission  considers  this  application 
wholly  reasonable. 

Order. 

It  is,  therefore,  ordered  hy  ike  Nebraska  State  Railway 
Commission,  That  the  Crete  Telephone  Company  be,  and  it 
hereby  is,  authorized  to  eliminate,  effective  April  1,  1919, 
the  farm  line  rate  of  $1.25  per  month  for  limited  service  at 
Kramer,  Nebraska,  and  to  charge  all  such  farm  line  sub- 
scribers the  net  rate  of  $1.50  per  month,  said  rate  to  include 
service  at  Crete,  Hallam,  Denton  and  Martel. 

It  is  further  ordered,  That,  efifective  April  1, 1919,  appli- 
cant company  shall  publish  gross  and  net  rates  at  Crete  and 
Kramer  as  follows : 

Crete.  Gross  JTet 

Per  Month    Per  Month 

Individual  bnainess $3  25  $3  Oft 

Two-party  business 2  75  2  50 

Individual  line  residence 1  75  1  50 

Two-party  line  residence 1  50  1  25 

Farm  line  business 2  75  2  50 

Farm  line  residence 1  75  1  50 

Kramer. 

Individual  bnsiness  2  25  2  00 

Individual  residence  1  75  1  50 

Farm  line  service 1  75  1  50 

Net  rates  as  quoted  above  shall  be  charged  for  telephone  service 
rendered  within  the  exchange  areas  when  bills  are  paid  on  or  before  tiie 
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tenth  of  the  month  id  which  aervioe  b  rendered.     Net  rates  shall  )x 
charged  for  fann  line  Bervice,  when  bills  are  paid  quaiteriy,  during  the 
flnt  month  of  the  qaarter  in  which  service  is  rendered. 

Made  and  entered  at  Lincoln,  Nebraska,  this  seventh  dav 
of  March,  1919. 


In  re  Application  of  the  Curtis  and  Southwesterk  Tele- 
phone Company  for  AuTHOErrr  to  Sell  Securities. 

Application  No.  3868. 
Decided  March  7,  1919. 

Xmm  of  Stock  br  SonaiUc  Oorpontlon  for  BztiBiloiu  Mod  Additiau 

Anttioilwd. 

Order. 

Whereas,  application  has  been  made  by  the  Curtis  and 
Southwestern  Telephone  Company  for  authority  to  issue 
and  sell  six  shares  of  stock,  par  value  $29.00  per  share,  for 
the  purpose  of  securing  funds  with  which  to  extend  its 
property  into  unoccupied  territory;  and 

Whereas,  it  appears  to  the  Commission  on  due  consider- 
ation that  this  application  is  reasonable  and  that  the  com- 
pany should  be  allowed  to  sell  this  stock  above  par  in  its 
own  judgment,  provided  it  does  not  require  prospective 
stockholders  and  subscribers  to  pay  more  for  the  stock  than 
the  actual  cost  of  extending  lines  to  give  them  service; 

It  is,  therefore,  ordered  by  the  Nebraska  State  Railway 
Commission,  That  the  Curtis  and  Southwestern  Telephone 
Company  be  and  it  hereby  is,  authorized  to  issue  and-  sell 
six  shares  of  its  stock,  par  value  $29.00  per  share,  subject 
to  the  following  restrictions : 

Stock  shall  be  sold  at  not  less  than  par  and  for  a  not 
greater  price  above  par  than  the  actual  cost  of  extending 
telephone  service  to  said  purchasers'  property;  proceeds 
shall  be  used  for  building  extensions  and  for  no  other  pur- 
pose ;  when  the  stock  has  been  issued  and  sold  and  the  pro- 
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ceeds  expended,  the  company  shall  make  report  to  the 
Commission  on  blanks  supplied  for  that  purpose  showing 
details  of  receipts  and  expenditures. 

Made  and  entered  at  Lincoln,  Nebraska,  this  seventh  day 
of  March,  1919. 


Business  Men's  Association  of  Pawnee  City  v.  Pawnee 
Tei^ephohe  Compajty. 

Informal  Complaint  No.  5038. 

Decided  March  7,  1919. 
ImproTwtwnt  in  Strrlce  Ordand. 

Opinion. 

This  complaint  came  up  for  hearing  in  the  district  court 
room  at  Pawnee  City,  Nebraska,  on  March  5,  1919.  There 
were  present  at  the  hearing  between  200  and  250  patrons 
and  subscribers  of  the  defendant  company.  Testimony  was 
offered  by  a  large  number  of  witnesses.  It  was  clearly 
shown  that  the  services  rendered  by  the  defendant  com- 
pany are  inadequate  and  insufficient  to  reasonably  serve 
the  public  requirements  with  telephone  service.  Testimony 
of  the  witnesses  showed  that  the  main  cause  of  complaint  is 
in  the  central  office  of  the  defendant  company.  This  was 
admitted  by  Mr.  Becker,  general  manager  of  the  defendant. 

In  consideration  of  the  testimony  and  all  of  the  facts 
presented  at  the  hearing,  the  Commission  is  of  the  opinion 
that  an  emergency  exists,  and  that  the  defendant  company 
should  be  required  to  rehabilitate  its  switchboard  and  cer- 
tain other  central  office  equipment  at  the  earliest  possible 
date  in  order  that  reasonable  service  may  be  rendered  the 
patrons  of  the  company. 

To  this  end  the  Commission  is  of  the  opinion  and  so  finds 
that  the  company  should  be  required  to  furnish  three  oper- 
ators at  the  main  switchboard  between  the  hours  of  7:30 
A.  K.  and  7 :30  p.  m.  on  week  days  and  a  sufficient  number  of 
operators  on  Sunday  to  give  the  same  general  standard  of 
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service  as  furnished  on  week  days ;  that  the  company  should 
be  required  to  temporarily  employ  a  wire  chief -competent 
to  supervise  and  assist  in  the  rehabilitation  of  the  central 
o£Bce  equipment  of  the  defendant  company. 

The  Commission  is  further  of  the  opinion  and  so  finds 
that  the  main  switchboard  of  the  defendant  company  is  in 
a  dilapidated  condition  and  should  be  rehabilitated  in  some 
satisfactory  manner  at  the  earliest  possible  date. 

The  Commission  is  also  of  the  opinion  that  the  service 
tests  should  be  made  by  representatives  of  the  Commission 
at  stated  periods  until  such  a  time  as  the  service  of  the 
company  has  been  restored  to  a  normal  and  reasonable 
condition. 

In  view  of  the  fact  that  a  large  amount  of  reconstruction 
and  rehabilitation  of  the  central  office  must  be  made  by  the 
company,  the  Commission  is  of  the  opinion  that  an  emer- 
gency order  should  be  entered  and  the  matter  held  open  on 
the  docket  of  the  Commission  for  the  purpose  of  further 
consideration  and  order  if  conditions  make  it  necessary  for 
further  orders  to  be  entered. 

An  order  will  be  entered  in  accordance  with  these 
findings. 

Obdee. 

It  is,  therefore,  ordered  by  the  Nebraska  State  Radivaif 
Commission,  That  the  Pawnee  Telephone  Company,  of 
Pawnee  City,  Nel>raska,  be,  and  the  same  is  hereby,  ordered 
and  directed  to  submit  to  the  Conmiission  on  or  before 
March  29,  1919,  a  comprehensive  plan  for  the  rehabilita- 
tion of  the  present  exchange  switchboard  located  in  the 
company's  central  office  in  Pawnee  City. 

It  is  further  ordered,  That  the  defendant  company  be, 
and  tlie  same  is  hereby,  ordered  and  directed  to  maintain 
three  operators  on  the  main  switchboard,  exclusive  of  the 
toll  operator,  durinpr  the  hours  of  7 :30  a.  m.  and  7 :30  p.  m. 
on  week  days. 

It  is  further  ordered,  That  the  defendant  company  be, 
and  the  same  is  hereby,  ordered  and  directed  to  temporarily 
employ  a  ■wire  chief  who  is  competent  to  superintend  and 
assist  in  the  rehabilitation  of  the  switchboard  and  central 
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office  eqaipment  now  maintained  by  the  defendant  company 
in  its  central  office  in  Pawnee  City,  Nebraska. 

/( is  further  ordered,  That  an  emergency  exists  and  that 
this  order  shall  be  in  full  force  and  effect  from  and  after  the 
date  of  the  same. 

Made  and  entered  at  Lincoln,  Nebraska,  this  seventh  day 
of  March,  1919. 


In  re  Application  of  Keaknby  Telephone  Company  for 
Attthobity  to  Increase  its  Rates. 

Application  No.  3748. 

Decided  March  8,  1919. 

Frentnu  Order  Increuins  Rfttes  Modified  to  Bxclnde  from  the  Effect 
Tbereof  One  of  Oompuiy'H  Ezchuiges. 

Supplemental  Order. 

Through  inadvertence  the  original  order*  in  this  case  was 
made  to  require  the  same  rates  for  applicant's  exchanges  at 
Riverdale  and  Sumner  as  were  to  apply  to  Kearney.  At 
the  time  the  order  was  prepared  it  was  understood  that 
the  rates  were  the  same  for  the  three  exchanges.  Such  is 
not  the  ease,  however.  It  develops  also  that  applicant  at 
this  time  does  not  desire  to  change  any  of  its  rates  for 
its  Riverdale  exchange.  We  found  in  the  order  that 
increases  of  50  cents  per  month  on  business  telephones,  25 
cents  per  month  on  residence  telephones,  and  15  cents  per 
month  for  switching  service  were  reasonable.  These 
increases  will  be  applied  to  the  rates  now  in  effect  on  the 
Sumner  exchange  and  the  order  \\ill  also  be  modified  so  as 
to  eliminate  the  Riverdale  exchange  from  its  application. 

It  is,  therefore,  ordered.  That  the  original  order'  in  this 
case  be,  and  the  same  is  hereby,  amended  so  that  the  first 
paragraph  therein  will  read  as  follows: 

It  is,  therefore,  ordered.  That  the  Keamev  Telephone  company  be,  and 
the  same  is  hereby,  authorized  and  directed  to  pabliah  and  charge  tlie 


*  See  Commisaion  Leaflet  No.  88,  p.  1363. 
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foUowizig  Bchednle  of  rates  for  a  peoiod  of  aix  montlis  from  tbe  date  of 
this  order  on  ita  exchanges  at  Kearney  and  Sonmer,  to-wit : 

Rearnet  Exohanoe. 

Per  Month 

Individual  bnainese (3  75 

Two-party  bnsinesa 3  25 

Individnal  residence 2  2S 

Two-party  rewdenee 2  00 

Four-party  residence   1  75 

Switching  service 50 

SUUNEB  EXOBANGE. 

Individual  bneiness 2  75 

Individual  residence 1  50 

Switching  service 40 

The  above  rates  as  to  the  Keaintey  exchange  are  to  be 
subject  to  all  the  rules  with  reference  to  discounts,  etc,  now 
on  file  with  this  Commission.  The  bnsineas  and  residence 
rates  named  for  the  Snmner  exchange  shall  be  subject  to 
a  discount  of  25  cents  per  month  if  paid  on  or  before  the 
tenth  of  the  month. 

It  is  further  ordered,  That  all  of  the  other  provisions  of 
the  original  order  shall  remain  in  full  force  and  effect. 

Made  and  entered  at  Lincoln,  Nebraska,  this  eighth  day 
of  March,  1919. 
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Railroad  OommiMlon. 

In  re  Application  of  United  Pakmers'  Telephone  asd 
Tbleobaph  Company  foe  Appbovaij  of  Okdeb  No.  1931 
OF  THE  Postmaster  General  op  the  United  States. 

Case  No.  488. 

Decided  January  18,  1919. 

butalUtloii  and'  Horinc  OhugM  PrMOlllMd  in  Order  Ho.  1981  of  POfft- 
mutor  0«i»ral  Htld  Illffal  ud  of  No  BXoct 

Opinion. 
Under   date   of   December   11,    1918,   the   Commission 
received  a  petition  from  the  United  Farmers'  Telephone 
and  Telegraph  Company,  reading  as  follows: 

To  the  Railroad  Commission  of  Nevada: 

Now  comes  the  United  Fanners'  Telephone  and  Tel^raph  Company,  a 
corporation-  heretofore  condficting  a  general  telephone  hnsineaa  in  tlie 
State  of  Nevada,  and  respectfully  submits  to  the  Railroad  Commission  of 
Neyada  that: 

1.  Under  and  by  virtue  of  an  Act  of  Con^prss  bearing  date  the  sixteenth 
day  of  July,  1918,  the  Pre«deut  of  the  United  States  was  authorized  to 
take  possession  of  and  assnme  control  of  telephone  systems  or  parts 
thereof; 

2.  Under  proelamatioD  of  the  President  of  the  United  States,  dated 
July  22,  1918,  all  telephone  and  telegraph  systems  of  the  United  States 
were  placed  within  the  possession  and  control  and  under  the  supervision 
of  the  Postmaster  General,  effective  from  and  after  midnight  July  31, 
1918; 

3.  Said  Postmaster  General  has  taken  poiseesion  and  control  of  the 
lines  of  the  United  Farmers'  Telephone  and  Telegraph  Company,  peti- 
tioner herein ; 

4.  Actual  operation  and  management  of  said  the  United  Farmers' 
Telephone  and  Telegraph  Company's  system  has  been,  under  the  approval 
of  the  Postmaster  Qeneral,  continued  by  the  petitioner  herein; 

5.  The  Postmaster  General,  under  and  by  virtue  of  Order  Ko.  1931, 
provided  for  certain  charges  and  practices  differing  from  those  on  file 
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following  schedule  of  rates  for  b  period  of  six  months  from  the  date  of 
this  order  on  its  exchangn  at  Kearney  and  Somner,  to-wit: 

Kearney  Exchange. 

PerMo»A 

Individaal  bnsioeas f3  75 

Two-party  bnainesa 3  25 

Individual  residence 2  25 

Two-party  residence 2  00 

Fonr-party  residence  1  76 

Switching  service 50 

SouNSH  Exchange. 

Individual  business 2  75 

Individual  residence 1  50 

Switching  service 40 

The  above  rates  as  to  the  Kearney  exchange  are  to  be 
subject  to  all  the  rules  with  reference  to  discounts,  etc.,  now 
on  file  with  this  Conunission.  The  business  and  residence 
rates  named  for  the  Sumner  exchange  shall  be  subject  to 
a  discount  of  25  cents  per  month  if  paid  on  or  before  the 
tenth  of  the  month. 

/( is  further  ordered,  That  all  of  the  other  provisions  of 
the  original  order  shall  remain  in  full  force  and  effect. 

Made  and  entered  at  Lincoln,  Nebraska,  this  eighth  day 
of  March,  1919. 
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NEVADA. 

Railroad  Oommission. 

In  re  Application  of  United  Farmbes'  Tbiephonb  and 
Telegraph  Company  fob  Approval  of  Order  No.  1931 
of  the  Postmaster  General  of  the  United  States. 

Case  No.  488. 

Bedded  January  18,  1919. 

Installation  and'  Morlns  Oharges  FiMerlb«d  in  Ordw  Ko.  IBSl  of  Fost- 
mutor  a«nenl  Htld  Illegal  and  of  No  Ziffect. 

Opinion. 
Under   date   of   December   11,    1918,   the    Commission 
received  a  petition  from  the  United  Farmers'  Telephone 
and  Telegraph  Company,  reading  as  follows : 

To  the  Railroad  Commiggion  of  Nevada: 

Now  comes  the  United  Fanners'  Telephone  and  Telegraph  Company,  a 
corporation-  heretofore  conducting  a  general  telephone  business  in  the 
State  of  Nevada,  and  respectfully  sabmits  to  the  Railroad  Commission  of 
Nevada  that: 

1.  Under  and  by  virtue  of  an  Act  of  Congress  bearing  date  the  sixteenth 
day  of  July,  1918,  the  President  of  the  United  States  was  anthonEed  to 
take  possession  of  and  assume  control  of  telephone  systems  or  parts 
thereof; 

2.  Under  proclamation  of  the  President  of  the  United  States,  dated 
Jnly  22,  1918,  all  telephone  and  tei^raph  systems  of  the  United  States 
were  placed  within  the  possession  and  control  and  under  the  supervision 
of  the  Postmaster  General,  effective  from  and  after  midnight  Jnly  31, 
1918; 

3.  Said  Postmaster  General  has  taken  possession  and  control  of  the 
lines  of  the  United  Farmers'  Telephone  and  Telegraph  Company,  peti- 
tioner herein; 

4.  Actual  operation  and  management  of  said  the  United  Farmers' 
Telephone  and  Telegraph  Company's  fiysteni  has  been,  nndcr  the  approval 
of  the  Postmaster  General,  continued  by  the  petitioner  herein; 

5.  The  Postmaster  General,  under  and  by  virtue  of  Order  No.  1931, 
provided  for  certain  charges  and  practices  differing  from  those  on  file 
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with  the  Kevada  BHilroad  Commission,  which  said  order  of  the  Post- 
master General  is  in  words  and  figures  as  follows,  to- wit: 

Order  No.  1931 :  Aagast  29,  I»18. 

Owing  to  the  neeessity  for  conserving  labor  and  material,  and  to 
eliminate  a  cost  which  is  now  bonie  by  the  permanent  nser  of  the  tele- 
phone, a  readiness  to  serve  or  installation  chai^  will  be  made  on  and 
after  September  1,  1918,  for  all  new  installations,  also  a  charge  for  all 
changes  in  location  of  t«lepfaones. 

Installation  charges  to  be  as  follows: 

Where  the  rate  is  $2.00  a  month  or  less <5  00 

Where  Ihe  rate  is  more  than  $2.00,  but  not  exceeding  $4.00  a 

month   10  OO 

Where  the  rate  is  more  than  $4.00  a  month 15  00 

The  moving  chai^  to  the  subscriber  will  be  the  actoal  cost  of  labor 
and  material  necessary  for  making  the  chai^;e. 

In  accordance  with  Balletin  No.  2,  issued  by  me  August  1,  1918,  stat- 
ing that  until  further  notice  the  tel^raph  and  telephone  companies  shall 
continue  operation  in  the  ordinary  course  of  business  throng  r^alar 
channels,  in  all  eases  where  rate  adjostments  are  pendii^  or  immediately 
necessary  they  should  be  taken  up  by  the  company  involved  throng  the 
usual  channels,  and  action  obtained  wherever  possible.  In  all  cases,  how- 
ever, where  rates  are  changed,  such  changes  should  be  submitted  to  me 
for  approval  before  being  placed  in  efEect. 

A.  8.  BnRLESON, 

Postmaster  General. 

Said  Postmaster  General  made  said  order  to  prevent  injury  to  the  bnai- 
ness  and  interests  of  the  people  and  of  the  telephone  utilities,  including 
those  in  the  State  of  Nevada,  and  to  prevoit  snch  injor^'  to  the  business 
and  interests  of  the  people  and  telephone  utilities,  including  those  in 
Douglas  County,  it  is  necessary  that  the  change  of  rates  set  forth  in  said 
order  shall  be  effective  as  of  September  1,  1818,  in  accordance  with  the 
terms  of  said  order. 

Wherefore,  your  petitioner  respectfully  presents  said  order  of  the  Post- 
master General  to  the  Nevada  Railroad  Commission,  and  prays  that  your 
Commission  take  such  action  as  it  may  see  fit  in  the  premises,  and  that  the 
schedules  of  rates  and  rules  and  practices  of  the  United  Farmers'  Tele- 
phone and  Telegraph  Company  be  regarded  as  modified  and  amended  ao 
as  to  incorporate  the  terms  of  said  order,  and  that  such  amendment  and 
modification  be  regarded  as  effective  as  of  the  first  day  of  Septembw, 
1918. 

The  United  Farmers'  Telephone  &  Telegraph  Company, 

By  E.  J.  PHILLIPS, 

Secretary-Manager 
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At  a  regular  meeting  of  the  Commission  the  petition  was 
formally  considered,  and  in  view  of  the  fact  that  the  arbi- 
trary charges  put  into  effect  under  Order  No.  1931  required 
all  telephone  companies  operating  in  Nevada  under  gov- 
ernment control  to  assess  such  charges,  and  for  the  reason 
that  the  schedules  of  telephone  companies  were  not  prop- 
erly amended  for  establishing  such  charges  on  thirty  days' 
notice  to  the  Commission  as  .required  under  the  provisions 
of  the  Railroad  Commission  Law  of  this  State,  the  Com- 
mission feels  that  it  can  take  no  other  position  than  that 
of  considering  the  charges  referred  to  as  illegal  and  of  no 
force  and  effect  in  the  State  of  Nevada. 

The  Commission  deems  it  no  more  than  proper  that  the 
Qovernment,  in  endeavoring  to  effect  radical  changes  in 
the  long-established  and,  generally  speaking,  reasonable 
rates,  rules,  and  regulations  assessed  by  public  utilities 
which  have  been  authorized  and  made  effective  under  the 
laws  of  the  several  states,  and  which  have  recently  been 
taken  over  by  the  government  for  unified  operation,  should 
seek  the  cooperation  and  advice  of  the  several  state  com- 
missions having  jurisdiction  over  snch  public  utilities,  and 
secure  their  authorization  before  making  orders  which 
interfere  with  or  change  lawfully  existing  rules,  regula- 
tions, and  rates  covering  intrastate  business. 

Under  the  regulatory  statutes  of  Nevada  the  relation- 
ship of  tlie  government  in  respect  to  the  state's  internal  or 
domestic  coiiunerce  must  be  held  to  be  that  of  a  holding 
organization  which,  for  operating  purposes,  has  taken  the 
place  of  the  various  telephone  and  telegraph  companies 
under  private  operation.  In  this  behalf,  the  ownership 
has  not  been  changed  at  all,  and  the  public  obligation  and 
the  liability  of  so  much  of  the  property,  of  said  telephone 
and  telegraph  companies  as  is,  and  has  heretofore  been, 
properly  assignable  and  creditable  to  each  state  for  the 
rendering  of  an  adequate  state  service,  is  in  no  wise 
affected  by  changes  made  for  the  purpose  of  unified  opera- 
tion, and,  therefore,  telephone  and  telegraph  companies 
will  be  required  to  conform  to  the  laws  of  this  State. 
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Vpon  an  investigatioD  of  the  questions  under  emisiders- 
tion,  ve  find  that  the  Postmaster  General's  Order  Xo.  1S31 
was  effective  September  1,  1918,  but  that  copies  of  this 
genera]  order  were  not  served  npon  tetephone  eonqanies 
operating  in  Xevada  until  some  time  after  that  date:,  ecm- 
ticquently  a  nnmber  of  telephone  eompanies  wre  nnahle  to 
arrange  for  making  collections  of  the  instaDatiMi  and 
removal  charges  until  Xoremher  1, 1918.  This  has  resulted 
in  a  good  deal  of  confusion;  and  the  Connnisaon  has 
received  many  complaints  from  the  telei^ione  users  object- 
ing to  the  payment  of  the  chaises,  and  also  requesting 
information  as  to  the  tariff  authority  for  the  assessment  of 
the  same.  The  Commission  has  been  unaUe  to  give  refer- 
ence to  such  tariff  authority,  owing  to  the  fact  that  tariffs 
have  not  been  properly  amended,  nor  are  we  able  to  give 
any  reason  for  these  changes,  and  in  fact  it  was  not  until 
recently  that  the  Conmussion  received  a  copy  of  the  Post- 
master General's  Order  No.  1931. 

In  view  of  all  the  circumstances  cited  above,  the  follow- 
ing order  was  entered  at  the  regular  meeting  of  the  Cchd- 
mission  held  December  14,  1918. 

Order. 

The  Commission  having  under  consideration  the  petition 
of  the  United  Fanners '  Telephone  and  Telegraph  Company 
for  an  order  approving  the  adoption  of  telephone  installa- 
tion and  removal  charges,  as  set  forth  in  Order  No.  1931  of 
the  Postmaster  General  of  the  United  States,  hereby 

Orders  and  ntles,  That  such  charges  have  not  been  estab- 
lished by  the  Postmaster  General  of  the  United  States  in 
conformity  with  the  provisions  of  Section  4  of  the  Rail- 
road Commission  Law  of  the  State  of  Nevada  requiring 
telephone  companies  to  file  notice  of  changes  of  rates,  rules, 
and  regulations  on  thirty  days'  notice  to  the  Commission 
and  to  the  public. 

/( is  further  ordered,  That  for  the  aforesaid  reasons  said 
charges  are  unlawful  as  applied  to  domestic  state  business, 
and,  therefore,  all  telephone  companies  are  hereby  notified 
to  forthwith  cease  and  desist  from  levying  and  collecting 
such  charges,  and  for  the  future  to  collect,  until  otherwise 
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ordered  by  the  Railroad  Comjuission  of  Nevada,  only  and 
no  more  than  such  charges  as  have  been  and  are  lawfully 
established  under  the  laws  of  the  sovereign  State  of 
Nevada. 

It  is  further  ordered  and  ruled,  That  ^l  telephone  com- 
panies operating  in  the  State  of  Nevada,  assessing  such 
charges,  are  violating  the  provisions  of  said  Railroad  Com- 
mission Law  of  the  State  of  Nevada,  and  are  subject  to  the 
penalties  of  the  law  provided  for  such  violation. 

/*  is  further  ordered,  That  a  copy  of  this  order  and  ruling 
be  served  upon  all  telephone  companies  operating  in  the 
State  of  Nevada,  and  that  the  public  be  notified  of  the  same 
through  the  press. 

December  14, 1918. 
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NEW  HABIPSHIRE. 

Pnblic  Service  ConumBBion. 

Citizens  of  Newport  and  Sunapee  v.  New  England  Tele- 
phone AND  Telegraph  Company. 

D-505. 

Decidad  March  13,  1919. 

EtUbliBlaneBt  of  T<dl  Sate  In  Lien  of  Free  &itw«xc)iaiiga  S«rvicfl^ 
Approvod. 

Report. 

This  petition  is  in  the  nature  of  a  protest  by  citizens  of 
Newport  and  Sunapee  against  a  new  schedule  of  telephone 
rates  between  those  towns  put  into  effect  by  the  New  Eng- 
land Telephone  and  Telegraph  Company  on  November  1, 
1918.  The  particular  feature  objected  to  is  the  abolition  of 
free  service,  so-called,  between  patrons  of  the  two  exchanges. 
Under  the  old  rates  a  subscriber  of  the  Newport  exchange 
could  talk  with  a  subscriber  of  the  Sunapee  exchange  with- 
out any  charge  in  addition  to  his  regular  monthly  rate,  and 
a  subscriber  of  the  Sunapee  exchange  had  the  sanie  privi- 
lege of  talking  with  a  subscriber  of  the  Newport  exchange. 
In  other  words,  for  those  taking  exchange  service,  Newport 
and  Sunapee  were  treated  as  one  exchange. 

The  new  rate  does  away  with  this  free  service  and 
requires  anyone  connected  "with  one  exchange  who  wishes 
to  talk  with  anyone  connected  with  the  other  exchange  to 
pay  5  cents  for  the  privilege. 

The  elimination  of  free  service  between  exchanges  has 
met  with  the  Commission's  approval  in  several  cases 
recently  decided.    See  Coos  Telephone  Ggmpany,"  6  N.  H. 


•  See  Commission  Leafl<it  No.  81,  p.  1008. 
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Citizens  v.  New  Enoland  Tel.  and  Tel.  Co.      1677 
.89] 
P.  S.  C.  Rep.  474,  White  Mountain  Telephone  and  Telegraph 
Company*  6  N.  H.  P.  S.  C.  Rep.  493,  and  Winnepesaukee 
Telephone  Company,^  6  N.  H.  P.  S.  C.  Eep.  494. 

There  is  no  distinguishing  feature  to  take  this  case  out 
of  the  general  principles  laid  down  in  those  cases. 
Petition  dismissed. 
Piled  March  13, 1919. 


"Noted  in  Cnniniission  Leaflet  No.  81,  p.  1007. 
t  Sm  Commission  Leaflet  No.  81,  p.  1005. 
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NBW  YORK. 

PnbHc  Serrice  OommiBirion — Second  District. 

Mediator  Publishing  Company  bt  Morse  M.   Fbaneel^ 
Secretary  v.  New  York  Telephone  Company. 

Case  No.  5831. 

Decided  March  11,  1919. 
BahMriac  JHniwL 

By  order*  dated  February  21, 1917,  the  complaint  in  this 
matter  was  denied.  On  March  4,  1919,  Morse  M.  Frankel 
filed  with  this  Commission  a  petition  (in  the  form  of  an 
affidavit),  praying,  for  reasons  stated,  that  a  rehearing  be 
held.  In  the  judgment  of  this  Commission  there  not  being 
made  to  appear  sufficient  reason  for  a  rehearing, 

/(  is  ordered,  That  said  petition  for  rehearing  is  hereby 
denied. 

March  11, 1919. 


■  Complainant  Bonght  to  have  restored  service  discontinued  because  of 

his  improper  use  of  bis  telephone.     See   CommiBsinn   Leaflet   Ki).  64, 

p.  1033.      See   also   Commission   Leaflet  No.    65,   p.    1314,    Commission 

Leaflet  No.  67,  p.  110,  Commission  Leaflet  No.  68,  p.  383. 

1678 


Board  of  Supervisors  of  Erie  County  v.  A.  S.  Burleson, 

Postmaster    General,    and    New    York    Telephone         I 
Company. 

Case  No.  6703.  ! 

Decided  March  11,  1919. 

OompUint  that  rarniahlnf  Tolephone  Service  to  Oitr  ftt  SB  Per  Oat 

Bednction  Oonetitated  Unjnst  DiKriraiiutloiL  Asainst  Oonntr, 

irtiicb  Wu  Charged  Regular  Bates,  Disnissed. 

Opinion. 

This  is  a  complaint  by  the  county  of  Erie  against  the 

action  of  the  respondent  in  threatening  to  terminate  the 
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C.  L.  89] 

allowance  of  a  reduction  of  25  per  cent,  in  the  compensation 
for  the  telephone  service  which  it  renders  to  the  complain- 
ant. For  many  years  respondent  has  supplied  telephone 
service  both  to  the  city  of  Buffalo  and  the  county  of  Erie. 
The  charge  for  the  service  in  each  case  was  based  on  the 
company's  regular  schedule  from  which  a  discount  of  25 
per  cent,  was  allowed.  The  comx>any  now  proposes  to  con- 
tinue  the  discount  to  the  city  but  discontinue  it  as  to  the 
county.  The  county  claims  that  this  will  result  in  an 
unlawful  discrimination. 

The  powers  of  the  Commission  over  telephone  rates  and 
the  regulation  of  such  rates  are  found  in  Sections  91  and 
92  of  the  Public  Service  Commissions  Law.  Section  91,  sub- 
division 1,  provides  that  all  charges  shall  be  just  and  rea- 
sonable and  not  more  than  allowed  by  law  or  by  order  of 
the  Commission.  Sub-division  2  prohibits  special  rates, 
rebates,  drawbacks  and  discriminations.  Sub-division  3 
prohibits  any  undue  or  unreasonable  advantage  or  preju- 
dice to  any  person,  coriwration  or  locality. 

Section  92  in  sub-division  1  requires  all  rates  and  charges 
to  be  shown  by  printed  schedules  to  be  filed  with  the  Com- 
mission. In  sub-di\ision  2  is  found  a  prohibition  against 
charging  different  rates  than  those  shown  in  the  schedule 
on  file,  and  a  provision  that  no  discrimination  shall  be 
practiced  between  patrons.  Sub-division  3  prohibits  free 
or  reduced  service  except  to  officers,  employees,  attorneys 
and  certain  others,  charitable  institutions  and  ministers  of 
the  Gospel,  but  contains  a  special  provision  excepting  from 
its  application,  state,  municipal  or  federal  contracts. 

The  question  presented,  therefore,  is  whether  free  or 
reduced  rate  service  given  to  a  municipal  corporation  pur- 
suant to  the  exception  last  above  mentioned  comes  within  the 
prohibition  against  discrimination  found  in  the  earlier  por- 
tions of  the  statute.  If  it  does,  then  it  follows  that  all  free 
and  reduced  service  must  be  made  the  subject  of  the  filed 
schedules  and  must  be  equally  extended  to  all  patrons  of 
the  same  class.  Thus,  if  free  service  is  given  to  one  clerk, 
all  other  clerks  are  entitled  to  demand  free  service.  So 
with  the  company's  attorneys  and  other  officers,  so  with 
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IS.Y. 
charitable  institutions,  so  \vith  ministers.  This  would 
tseem  to  be  a  rediictio  ad  absurdum.  The  same  question  in 
a  diflfei-ent  form  was  considered  by  the  Commission  in  State 
Agricultural  and  Industrial  School  v.  New  York  Telephone 
Company*  4  P.  S.  C.  2d  District  219.  There  the  State  of 
New  York  applied  for  an  order  to  compel  the  telephone 
company  to  connect  its  equipment  with  other  equipment 
owned  by  the  State,  and  Commissioner  Irvine,  M-riting  for 
the  Commission,  said: 

"We  do  not  find  that  the  law  has  imposed  upon  telephone  companies 
any  duty  ».-ith  respect  to  service  to  the  State  other  than  the  daty  owed  to 
other  subsoribers.  The  only  difference  su^este^  by  the  statute  is  the 
provision  in  sub-division  3  of  Section  92  of  the  Public  Service  ComtnissioDs 
Law,  that  that  sub-division,  forbidding  free  service  or  reduced  rates,  shall 
not  apply  to  state,  municipal  or  federal  contracts. 

"  If  the  service  were  such  as  to  impose  a  duty  upon  the  companj'  to 
render  it  g^enerally  it  would  be  j-equired  to  file  schedules  of  rates;  bat  it 
would  be  free,  if  it  saw  fit  to  render  the  service  to  the  State  at  a  rednced 
rate  or  even  gratuitously.  The  Commission  might  compel  it  ia  render 
service  to  the  State  under  the  regular  tariffs.  Any  other  anai^ement 
would  have  to  be  by  eontrsct  between  the  company  and  the  State.  We 
hold,  however,  that  this  service  is  not  one  to  be  enforced  in  favor  of  sab- 
scribers  generally.  There  are,  therefore,  no  schedules,  nor  will  there  be  any. 
Conseqaently,  there  exists  no  basis  of  compensation  upon  which  we  conid 
order  connections  made  with  this  switchboard  or  other  state  switchboards. 
If  such  service  is  to  be  rendered  to  the  State  and  not  to  other  users  of  the 
telephone,  it  must  be  by  virtue  of  legislation  not  now  existii^,  or  by  virtue 
of  a  contract  which  this  Commission  has  no  power  to  make  on  behalf  of 
the  State." 

It  seems  clear  that  the  prohibitions  of  the  statute  against 
discrimination  and  undue  advantage  do  not  apply  to  any 
class  of  free  or  reduced  service  expressly  permitted  by  the 
statute.  These  views  call  for  a  dismissal  of  the  complaint 
and  an  order  will  be  entered  accordingly. 

Order. 
The  Board  of  Supervisors  of  Erie  county  having  filed 
with  this  Commission  a  complaint  against  A.  S.  Burleson, 


'  See  Commission  Leaflet  No.  35,  p.  110. 
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I'ostmaster  General  (in  charge  of  telephone  companies 
under  order  of  the  President)  and  New  York  Telephone 
Company,  alleging  that  a  discount  of  25  per  cent,  from  the 
regular  rates  of  the  company  which  for  many  years  has 
heen  allowed  on  the  bills  of  the  county  of  Erie  for  telephone 
service,  was  to  be  discontinued,  and  that  a  similar  discount 
was  still  to  be  allowed  the  city  of  Buffalo ;  and  the  company 
having  answered  Raid  complaint  (but  no  answer  being 
leceived  from  the  Postmaster  General) ;  and  a  public  hear- 
ing on  said  complaint  having  been  held  bj'  Chairman  Hill 
of  this  Commission  in  Buffalo  on  February  1,  1919,  those 
named  above  appearing;  Now,  after  due  consideration,  and 
for  the  reasons  stated  in  the  opinion  of  this  Commission  of 
this  date  in  this  matter, 

It  is  ordered,  That  this  complaint  is  hereby  dismissed. 

March  11,  1919. 


In  re  Certain  Charges  Made  by  Telephoke  Corpobations 
FOR  Installing  Telephones. 

Case  No.  6798. 

Decided  March  20,  1919. 

Report*  by  Telephone  Oompanies  of  Instances  where  Sabscribers,  Who  In 
Clood  Faith  Kade  Eit^ei  Written  or  Oral  Contract,  or  Agree- 
ment  and  Proceeded  on  Assumption  that  InstaUatioa  Ohargea 
Toold  be  Those  In  Effect  Prior  to  September  1, 
1918,  were  Charged  in  Excess  thereof,  Or- 
dered— Report  of  Ohai^es  Remitted 
Ordered. 

Order. 
After  hearing  upon  complaints  in  cases  Nos.  6654  to 
6658  inclusive,  6674,  6733,  and  6734,  the  Commission 
entered  orders*  under  date  of  January  30,  1919,  directing 
the  New  York  -Telephone  Company  to  make  refund  of  cer- 
tain charges,  known  as  "installation,"  "change,"  and 


'  See  Commission  Leaflet  No.  88,  p.  1381. 
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(S. !. 
"  removal  "  charges,  which  the  New  York  Telephone  Com- 
pany had  made  parsuant  to  an  order  issued  by  the  Post- 
master General  effective  September  1,  1918. 

These  particalar  eases  were  heard  as  a  test,  representa- 
tive of  a  considerable  number  of  similar  complaints 
received  and  of  a  still  larger  number  of  like  instances 
known  to  exist. 

Among  the  cases  heard  were  some  where  the  complain- 
ants had  prior  to  September  1,  1918,  or  even  thereafter 
made  contracts  or  arrangements  in  good  faith  for  "  instal- 
lations," "  changes,"  and  "  removals  *'  in  reliance  upon 
the  terms  of  the  telephone  company's  filed  tariff  in  effect 
prior  to  September  1,  1918,  and  in  these  cases  the  New 
York  Telephone  Company  has  accepted  and  obeyed  the 
orders  of  the  Commission. 

While  this  order  is  in  no  way  related  to  the  question  of 
the  jurisdiction  of  the  Commission  over  rates  announced  by 
the  Postmaster  General,  it  is  obvious  that  in  all  instances 
like  those  cited  subscribers  should  be  afforded  like  relief 
without  discrimination.  The  Commission  farther  holds 
that  the  principles  established  in  these  cases  are  suflSciently 
representative  to  warrant  their  application  to  all  like 
instances  where  like  charges  have  been  made  against  the 
subscribers  of  all  other  telephone  corporations  under  the 
jurisdiction  of  this  Comniission. 

Therefore,  it  is  ordered,  1.  All  telephone  corporations 
under  the  jurisdiction  of  this  Commission  shall  forthwith 
ascertain,  as  far  as  may  be  possible,  each  and  every 
instance  in  which  subscribers  having  in  good  faith  made 
either  written  or  verbal  contracts  or  arrangements,  or  pro- 
ceeded on  the  assumption  that  "  installations,"  "  changes," 
and  "  removals  "  would  be  charged  at  the  rates  prevailing 
prior  to  September  1,  1918,  have  been  charged  in  excess 
thereof. 

Ordered,  2.  All  telephone  corporations  under  the  juris- 
diction of  this  Commission  shall,  on  or  before  May  1, 1919, 
make  report  to  this  Commission  stating  the  number  of 
instances  where  such  excess  charges  have  been  made  under 


DigilizcdbyGOOglc 


In  re  Charges  By  Telephone  Cokporationb.      1683 
C.  L.  89] 

the  circumstances  recited  in  ordering  Clause  1  herein,  and 
t-he  number  of  corresponding  charges  remitted,  together 
with  a  statement  of  their  methods  in  arriving  at  the  same. 
Ordered,  3.  Each  and  every  telephone  corporation  shall 
advise  the  CommiBsion  within  ten  days  after  service  upon 
such  corporation  of  a  certified  copy  of  this  order,  whether 
it  accepts  and  will  comply  with  the  same. 
March  20, 1919. 
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OHIO. 

The  FabUc  Utilities  Commission. 

The  City  of  Elyeia  et  al.  v.  The  Elyria  Telephone 

COMPAKY.      • 

No.  722. 

Decided  February  28,  1919. 

Incteue  In  Kates  Authorised. 

Order. 

This  matter  coming  on  this  day,  after  full  hearing,  upon 
the  application  of  The  Elyria  Telephone  Company  for  such 
modification  and  amendment  of  the  order,"  made  and 
entered  herein  as  of  date  March  14,  1917,  as  will  permit 
and  authorize  said  The  Elyria  Telephone  Company  to 
establish  and  maintain,  for  the  furnishing  of  telephonic 
service  in  the  exchange  area  of  Elyria,  Ohio,  in  lieu  of  the 
rates  fixed  and  prescribed  by  said  order  of  March  14, 1917, 
the  rates  and  charges  set  forth  in  the  proposed  schedule 
appended  to  the  instant  application  herein  and  marked  for 
identification,  "P.  V.  C.  O.  No.  2,  Original  Shtets  2,  4 
and  5  ": 

The  Commission,  being  fully  advised  in  the  premises, 
finds  that,  taking  into  consideration  the  value  of  the  prop- 
erty used  and  useful  in  the  furnishing  of  said  service,  the 
cost  of  furnishing  the  same,  and  the  necessary  amounts 
which  should  be  set  aside  for  depreciation  and  contin- 
gencies, the  rates  for  furnishing  telephonic  service  in  iiie 
exchange  area  of  Elyria,  Ohio,  set  forth  in  said  schedule 
identified  as  aforesaid  and  appended  to  the  instant  applica- 
tion herein,  (except  the  rate  for  individual  line  business 
service  insofar  as  it  exceeds  $48.00  gross,  and  $45.00  net 
per  year;  the  rates  for  private  branch  exchange  trunks. 


*  See  Commission  Leaflet  No.  65,  p.  1322. 
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insofar  as  they  exceed  $45.00  net  per  year ;  the  rental  for 
private  branch  exchange  switchboards  insofar  as  the  same 
is  computed  npon  anything  but  the  equipped  capacity,  and 
any  rental  for  a  booth),  are  not  unjust,  unreasonable  nor 
excessive,  and  "will  not  yield  a  j-ate  of  return  greater  than 
said  The  Elyria  Telephone  Company  is  entitled  to  earn 
upon  its  property  so  devoted  to  the  service  of  the  public 
in  said  exchange  area  of  Elyria,  Ohio. 

It  is,  therefore,  ordered,  That  the  order*  made  and 
entered  herein  on  the  fourteenth  day  of  March,  1917,  be, 
and  hereby  it  is,  modified  and  amended  to  permit  and 
authorize  The  Elyria  Telephone  Company  to  establish, 
maintain,  impose  and  collect,  for  the  furnishing  of  tele- 
phonic service  in  the  exchange  area  of  Elyria,  Ohio,  from 
and  after  the  first  day  of  March,  1919,  the  rates,  tolls, 
charges  and  rentals  set  fortli  in  said  schedules  marked  and 
identified  as  "  P.  U.  C.  0.  No.  2,  Original  Sheets  Nos,  2,  4 
and  5  "  as  modified  by  the  findings  hereinbefore  set  forth, 
instead  and  in  lieu  of  the  rates,  tolls,  charges  and  rentals 
so  fixed  and  prescribed  by  said  order  of  March  14,  1917. 

Dated  at  Columbus,  Ohio,  this  twenty-eighth  day  of 
February,  1919. 


In.  re  Resolution  Xo.  31800  of  the  Council  of  the  Cttt  of 
Cleveland,  Ohio,  Requesting  the  Commission  to 
Apprajsk  the  Property  of  The  Cleveland  Telephone 
Company  and  the  Property  ,of  The  Cuyahoga  Teo:- 
PHOSE  Company. 

No.  194, 

Decided  March  4,  1919. 

Fitul    Valuation    Mode  — Oort    of    Attacbtng    BniineBg    Elimiiutod 
Tbtnfrom. 

Order. 
This  day  this  matter  came  on  for  consideration  upon  the 
separate  applications  of  The  Ohio  State  Telephone  Com- 

*  See  Commission  Leaflet  No.  66,  p.  1322. 
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pany  and  the  city  of  Cleveland,  Ohio,  asking,  respectively, 
upon  the  part  of  said  company,  that  the  Commission  set 
aside  and  declare  for  naught  the  order,  made  and  entered 
herein  as  of  date  December  7, 1918,  insofar  as  it  omits  cer- 
tain additions  to  the  valuation  of  said  company's  Cleve- 
land property  which  were  agreed  to  by  said  company  and 
the  city  of  Cleveland  and  formally  presented  to  the  Com- 
mission at  a  hearing  of  this  matter  held  upon  the  fifteenth 
day  of  January,  1918,'  and,  as  to  said  pleading  of  the  citj- 
of  Clevelajid,  Uiat  said  order  be  set  aside  and  declared  for 
naught  insofar  as  the  valuation  therein  adopted  includes 
any  allowance  for  cost  of  attaching  business,  and  that  a 
rehearing  of  said  matter  be  thereupon  had: 

Upon  consideration  whereof,  and  being  fully  advised  in 
the  premises,  and  it  appearing  from  the  records  of  this 
proceeding  that  upon  said  day  aforesaid,  to- wit:  January 
Xa,  1918,  the  parties  to  this  proceeding  did  appear  before 
this  Commission  and  report  their  agreement  to  the  follow- 
ing changes  in,  and  modifications  of,  the  tentative  valua- 
tion, theretofore  certified,  of  the  property  of  The  Ohio 
State  Telephone  Company  (Cleveland  Division),  and  said 
changes  being  supported  by  the  evidence  then  and  there 
produced,  and  said  changes  being  as  follows,  to- wit: 

Reproduction  Present 

New  Value  Value  Value 

Right-of-way    $106,029  23  $106,029  23 

Central  office  telephone  equipment 377,496  17  321,723  56 

Exchange  pole  lines 352,881  35  280,169  38 

Exchange  aerial  cable '. 229,121  08  192,023  W 

Exchange  underground  conduit 524,115  99  493,004  39 

Exchange  underground  cable 627,068  11  571,551  47 

Plant  supervision,  supply  and  tool  expense. .  248,230  63  222,513  94 

Overhead  values 1,180,968  38  991,860  28 

Not  used  and  useful  property 601,479  33  552,094  96 

and  it  appearing  that  said  sums  were  inadvertently  omitted 
from  the  valuation  adopted  in  said  order  of  Decembet  7, 
1918, 

It  is  ordered,  That  said  order  of  December  7,  1918,  be, 
and  hereby  it  is,  modified  and  amended  to  substitute  the 
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loregoing  sums  for  the  re8i)eetive  items  as  therein  now 
appearing. 

And  it  appearing  further  that  the  Supreme  Court  of 
Ohio,  by  its  recent  decisions,  does  not  allow  any  sum  for 
cost  of  attaching  business  iu  such  valuations,  the  allowance 
of  $108,052.53  for  such  item  in  said  valuation  hereby  is 
eliminated,  and  said  order  of  December  7,  1918,  is  so 
amended  as  to  comply  with  this  finding,    . 

/(  is,  therefore,  ordered,  That  the  final  valuation  of  the 
several  classes-mid  kinds  of  property  of  The  Ohio  State 
Telephone  Company  (Cleveland  Division),  and  the  prop- 
erty of  said  company  as  a  whole,  nsed  and  useful  for  the 
convenience  of  the  public  in  the  famishing  of  telephonic 
service  in  said  division,  as  of  April  1,  1914,  and  as  herein- 
before modified  and  amended,  be,  and  hereby  it  is,  fixed  and 
determined  by  this  Commission  to  be  as  follows,  to- wit: 
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And  it  appearing  that  these  modifications  of  said  valua- 
tion, as  fised  by  said  order  of  December  7,  1918,  dispose  of 
the  objections  of  the  city  of  Cleveland  in  its  said  applica- 
tion for  a  rehearing, 

/(  is,  therefore,  further  ordered,  That  the  application  of 
the  said  city  of  Cleveland,  Ohio,  for  a  rehearing  herein  be, 
and  hereby  it  is,  denied. 

Dated  at  Columbus,  Ohio,  this  fourth  day  of  March,  1919, 


In  re  Application  of  The  Damascus  Telephone  Company 

FOE  AUTHOHITY  TO  IssUE  StOCK. 


Decided  March  5,  1919. 

Israe  of  Stock  by  DomMtic  Oorporrtion  for  Acanisition  of  Pioperty 
AQthoiind  —  SeQing  Oompaox  Anthomed  to  Hold  Stock 
Inaed  in  Payment  of  Property,  Pending  Dis- 
tribution to  StockholderB. 

Opinion  and  Okdee. 

This  day  (the  Commission  having  heretofore  deemed  a 
hearing  thereupon  to  be  unnecessary),  this  matter  came  on 
for  final  consideration  upon  the  application  of  The  Damas- 
cus Telephone  Company,  a  corporation  organized  and 
existing  under  the  laws  of  Ohio,  asking  the  consent  and 
authority  of  this  Commission  to  issue  common  capital  stocJc 
of  th«  total  par  value  of  $20,000,  $15,000,  par  value,  thereof 
to  be  issued,  as  fully  paid  and  non-assessable,  in  full  pay- 
ment of  the  consideration  for  the  property  and  assets  of 
The  North  Benton-Deerfield  Telephone  Company  —  the 
purchase  of  which  by  applicant  was  duly  consented  to  and 
authorized  by  order  this  day  made  and  entered  in  proceed- 
ing No.  1619  —  and  the  proceeds  arising  from  the  sale  of 
$5,000,  par  value,  of  such  stock  to  he  used  to  provide  addi- 
tions, extensions  and  improvements  to  applicant's  facilities: 

Upon  consideration  whereof,  and  being  fully  advised  in 
the  premises,  the  Commission  finds: 
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(( 

1.  That  the  valne  of  the  (iropertr  and  assets  of  said  The  North  Benton- 
Deerfield  Telephone  Company  is  not  less  than  the  sum  of  $15,000 ; 

2.  That  the  applicant  now  has  in  contemplation  actual  net  additions  to 
ite  facilities,  the  cost  of  which  will  be  not  less  than  the  snm  of  $5,000,  and 

3.  That  the  issne  of  applicant's  said  capital  stock  is  reasonably  reqnired 
and  the  money  to  be  procured  from  the  sale  of  $6,000,  par  yalne  thereof, 
is  necessary  for  the  acquisition  of  property,  to  be  actnatly  used  and  lue- 
fnl  for  the  convenience  of  the  public  in  the  furnishing  of  teiepbome 
service,  and  the  construction,  completion,  extension  and  improveineDt  of 
applicant's  facilities; 

and  is  satisfied  that  consent  and  authority  for  the  issae  and 
disposition  of  said  capital  stock  should  be  granted. 

It  is,  therefore,  ordered,  That  said  The  Damascus  Tele- 
phone Company  be,  and  hereby  it  is,  authorized  to  issue  its 
common  capital  stock  of  the  total  par  value  of  $20,000,  and 
that  $5,000,  par  value  thereof,  be  sold  for  the  highest  price 
obtainable  but  for  not  less  than  the  par  value  of  said  stock. 

/(  15  further  ordered,  Tliat  said  capital  stock  and  the 
proceeds  arising  from  the '  sale  of  a  portion  thereof  be 
devoted  to  and  used  for  the  follo\^ing  purposes,  and  no 
others,  to-wit: 

1.  $15,000,  par  value,  of  said  capital  stock  to  be  issued,  as  folly  paid 
and  non-assessable  in  discharge  of  the  full  consideration  for  the  property 
and  assets  of  The  North  Benton-Deerfield  Telephone  Company,  the  pni^ 
chase  of  which,  by  applicant,  was  duly  consented  to  and  aatbqrized  by 
order  this  day  made  and  entered  in  proceeding  No.  1619,  which  order 
hereby  is  made  a  part  of  this  order  by  reference. 

2.  The  proceeds  arising  from  the  sale  of  $5,000,  par  valne  of  said 
capital  stock,  to  be  applied  toward  the  payment  of  the  cost  of  installing 
and  providing  the  additions,  extensions  and  improvements  to  applicant's 
facilities  enumerated  in  a  detailed  estimate  filed  herein  on  the  twenty- 
eighth  day  of  February,  1919,  which  estimate  hereby  is  made  a  party. /»f 
this  order  by  reference. 

It  is  further  ordered,  That  the  applicant  make  verified 
report  to  this  Commission,  semi-annually  within  fifteen 
days  after  the  close  of  each  calendar  semi^^annual  period, 
of  the  issue  and  disposition  of  said  capital  stock  and  the 
expenditure  of  the  proceeds  of  so  much  thereof  as  may  be 
sold,  pursuant  to  tiie  terms  and  conditions  of  this  order. 
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And  the  Comijrissioii  coming  now  to  consider  the  matter 
of  the  aoeeptanee  and  holding,  by  said  The  North  Benton- 
Doerfield  Telephone  Company,  of  said  capital  stock  of  The 
Damascus  Telephone  Company  nntil  such  time  as  it  shall 
have  been  distributed  to  the  stockholders  of  said  The  North 
Benton-Ueerfield  Telephone  Company  and  that  corpora- 
tion dissolved,  linds,  for  the  purposes  of  this  proceeding, 
that  the  public  will  be  furnished  adequate  service  for  a 
reasonable  and  just  rate,  rental,  toll  or  charge  therefor; 
and  is  satisfied  that  its  consent  and  authority  for  such 
acceptance  and  holding  of  said  capital  stock  by  The  North 
Benton-Dcerfield  Telephone  Company  should  be  granted. 

It  is,  therefore,  further  ordered,  That  said  The  North 
Benton-Deeriield  Telephone  Company  be,  and  hereby  it  is, 
authorized  to  accept  and  hold  until  such  time  as  the  same 
shall  have  been  distributed  among  its  stockholders  the 
aforesaid  $15,000,  par  value,  of  the  capital  stock  of  said 
The  Damascus  Telephone  Company,  whereupon  said  The 
North  Benton-Deerfield  Telephone  Company  shall  be 
dissolved. 

Dated  at  Columbus,  Ohio,  this  fifth  day  of  March,  1919. 


In  re  Joint  Petttion  of  The  Citizens  Tei.ephone  Company 

OF  CreULEVlLLE  AND  DaVID  R.  FoRGAN  Ct  al.,  AS  RECEIVERS 

OF  Centrai.  Union  Telephone  Company  fob  Authowty 
to  Purchase  and  Sell  Certain  Property. 

No.  1125. 

.  Decided  March  19,  1919. 
Uodiflcatiou  of  Exdiuice  Bmuiduy  Umita  Kadd. 

Order. 
This  day  this  matter  came  on  for  further  consideration 
upon  the  application  of  The  Citizens  Telephone  Company 
of  Circleville,  Ohio,  for  such  modification  of  the  order,* 


*  See  Commisaion  Leaflet  No.  80,  p.  685. 

DigilizcdbyGOOglc 


1692        Thk  Ohio  Public  Utiuties  Commission. 

made  and  entered  herein  as  of  date  June  25,  1918,  as  wiU 
modify,  ill  certain  respects,  the  exchange  boundary  limits 
of  said  company,  as  fixed  and  prescribed  by  said  order," 
and  it  appearing,  fiom  investigations  and  inquiries  by  the 
Commission,  that  the  best  interests  of  both  said  telephone 
company  and  tlie  public  will  be  served  thereby, 

It  is  ordered,  That  the  order,*  made  and  entered  herein 
as  of  date  June  25,  1918,  insofar  as  it  fixes  and  prescribes 
the  exchange  boundary  limits  of  the  several  exchange  areas 
of  said  The  Citizens  Telephone  Company  be,  and  hereby  it 
is,  modified  to  amend  such  exchange  boundaries  in  the 
following  respects,  viz. : 

First:  Chaise  the  present  boundary  line,  conuneticing  at  the  point 
where  the  line  crosses  the  tracks  of  the  C.  and  H.  V.  Railroad  just  east  of 
Kiuderhoofc,  extending  same  directly  north  to  the  Circleville-Williamsport 
Pike,  thence  west  on  the  pike  to  the  residence  of  Tonmey  Keyea,  thenee 
directly  north  to  the  original  boundary  lin& 

Second:  Permit  subscribers  located  on  the  Cireleville-Wiliiamsport 
Pike,  between  the  present  residence  of  D.  W.  Adkins  and  the  present 
residence  of  Tourney  Keyea,  to  connect  with  either  the  Cirdeville  or  Wil- 
liamsport  exchange  at  their  option. 

Dated  at  Columbus,  Ohio,  March  19, 1919. 


In  re  Application  of  The  Fkazbtsburg  Home  Telephone 
Company  for  Authority  to  Purchase  the  Propbbtt 
.  AND  Assets  of  The  Frazbysbubq  Telephone  Compant 
AND  The  Prazeysburg  Bell  Telephone  Compamt. 

No.  1524. 

Decided  March  31,  1919. 

Oonsolidatioii    of    Competing    Oompanlefl    Avthorixed  —  BitM   to   M 
Charged  by  Coiuolidatod  Company  Fixed. 

Opinion  and  Order. 

This  day  after  full  hearing,  due  notice  of  the  time  and 

place  of  which  was  given  to  all  parties  in  interest,  this 


*  See  Commission  Leaflet  Ho.  90,  p.  685. 
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matter  came  on  for  final  consideration  upon  the  joint  appli- 
cation of  The  Frazeysburg  Telephone  Company,  The 
Frazeysburg  Bell  Telephone  Company  and  The  Frazeys- 
Lnrg  Home  Telephone  Company,  (all  corporations  duly 
organized  and  existing  under  the  laws  of  Ohio),  asking 
the  consent  to  and  approval  by  this  Commission,  of  the  sale 
and  conveyance  by  said  first  two  named  applicants  of  all 
their  property  and  assets  to,  and  the  purchase  and  acquisi- 
tion thereof  by,  said  last  named  applicant : 

And  the  Commission  having  heretofore  found  and  ascer- 
tained the  valuation  of  the  several  kinds  and  classes  of 
property  of  the  said  first  two  named  applicants,  (hereafter 
to  be  that  of  said  last  named  applicant),  used  and  useful 
for  the  convenience  of  the  public  in  the  furnishing  of  tele- 
phonic service,  and  of  said  property  as  a  whole,  upon  which 
rates,  tolls,  charges  and  rentals  are  to  be  based,  and  notice 
of  such  valuation  having  been  duly  given  to  said  applicants 
and,  in  the  absence  of  a  municipal  organization  in  the  vil- 
lage of  Frazeysburg,  to  the  clerk  of  Jackson  Township, 
Muskingum  County,  Ohio,  by  registered  letter,  as  provided 
by  law,  and  it  appearing  that  the  consolidation  of  the  prop- 
erties of  said  first  two  named  applicants  under  the  sole 
ownership  and  managements  of  said  last  named  appli- 
cant will  promote  the  public  convenience,  and  that  the  pub- 
lic thereby  will  be  furnished  adequate  service  for  a  reason- 
able and  just  rate,  rental,  toll  or  charge  therefor,  the  Com- 
mission is  satisfied  that  its  consent  and  authority  for  such 
sale  and  purchase  of  property  should  be  granted. 

The"  Commission  further  finds  and  determines  the  fol- 
lowing rates,  rentals,  tolls  and  charges  for  furnishing  tele- 
phonic service  within  the  territory  served  by  means  of  said 
property,  as  solely  oiATied  and  operated  by  said  The 
Frazeysburg  Home  Telephone  Company,  to  be  just  and 
reasonable,  to-wit; 
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Per  Te» 

Business,  individual  line $30  00  net 

BuainesB,  two-party  line 24  OOnct 

Residence,  individual  line 2100iiet 

Ro«idence,  four-party  line 15  00  nrt 

Twelve-party   rural,   business IS  00  net 

Twelve-party  raral,  residence '.  15  00  net 

Extension,  business 8  00  net 

Extension,  resideneti  600  net 

Switching  service 6  00  net 

Extra  listing,  business  or  residence 3  00  net 

Extra  radius  beyond  exchange  limits  (not  including  exten- 

Individual  line,  each  station,  each  one-fonrth  mile  or  frac- 
tion thereof 5  00  nrt 

Four-party   line,   each   station,   each   one-fourth   mile   or 

fraction  thereof  3  00  net 

/(  I.V,  therefore,  ordered,  That  said  The  Frazeysbnrg 
Telephone  Company  and  said  The  Frazeysburg  Bell 
Telephone  Company  be,  and  each  of  them  hereby  is,  author- 
ized t()  sell  and  convey  to  said  The  Frazeysburg  Home  Tele- 
phone Company  all  of  their  respective  property  and  assets; 
and  said  The  Frazeysburg  Home  Telephone  Company 
hereby  is  authorized  to  purchase  and  acquire  said  proper- 
ties and  to  pay  therefor  the  agreed  consideration  of  $20,000. 

//  is  further  ordered,  That  upon  the  acquisition  of  said 
properties  and  when  and  as  the  same  are  operated  in  con- 
junction with  each  other,  said  The  Frazeysburg  Home  Tele- 
l>hon(?  Company  may  impose,  charge  and  collect  for  the 
furnishing  of  telephonic  service  within  the  territory  now 
served  by  means  of  said  property,  rates  not  in  excess  of  the 
intcs  and  charges  hereinbefore  found  and  determined  tu 
lu'  jiitit  and  reasonable. 

//  i>  further  ordered,  That  said  applicants  forthwith  file 
with  this  Commission  schedules  providing  for  their  respec- 
tive withdrawal  from  and  inauguration  of  service  within 
tlie  territory  now  served  by  means  of  said  property. 

H  is  further  ordered,  That  the  findings  of  the  Conunis- 
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sion  as  to  service  hereinbefore  set  forth  shall  not  be  bind- 
ing upon  this  Commission  in  any  future  proceedings  involv- 
ing said  matter. 

Dated  at  Columbus,  Ohio,  this  thirtv-firat  day  of  March, 
1919. 


In  re  Appijcation  of  The  Frazbybbuko  Home  Tblephonr 
Company  fob  ADTHosixr  to  Issue  Stock. 


Decided  March  31,  1919. 

Ihu  of  Stock  hy  Domeitlc  Oorponitioa  for  Acanisition  of  Froperties  of 

Omnpoting  OompaniM  and  for  Nat  Ooit  of  nnifjdng  Said 

Propertiw  Authorized. 

Opinion  and  Ohder. 

This  day,  after  full  hearing,  due  notice  of  the  time  and 
place  of  which  was  given  to  all  parties  in  interest,  this 
matter  came  on  for  consideration  upon  the  application  of 
The  Frazeysburg  Home  Telephone  Company  (a  corpora- 
tion organized  and  existing  under  the  laws  of  Ohio),  asking 
the  consent  and  authority  of  this  Commission  to  issue 
common  capital  stock  of  the  par  value  of  $25,000,  $20,000, 
par  value,  thereof  to  be  issued  and  delivered  in  full  and 
final  payment  of  the  consideration  for  the  properties  of 
The  Frazeysburg  Telephone  Company  and  The  Frazeys- 
burg Bell  Telephone  Company,  the  purchase  of  which,  by 
applicant,  was  duly  consented  to  and  approved  by  the 
order  this  day  made  and  entered  in  proceeding  No.  1524,* 
and  the  proceeds  arising  from  the  sale  of  $5,000,  par  value, 
thereof  to  be  used  to  defray  the  costs  of  unifying  and 
improving  said  properties. 

The  Commission,  being  fully  advised  in  the  p:eniises, 
finds  that  the  value  of  said  properties  so  to  be  acquired  by 
the  applicant  is  not  less  than  the  par  value  of  the  said 
capital  stock  to  be  issued  therefor,  that  the  reasonable  net 
cost  of  unifying  said  properties  will  be  the  sum  of  $650, 
and  that  the  issue  of  applicant's  capital  stock  of  the  jjar 


"  See  p.  1692,  supra. 

DigilizcdbyGOOglc 


1696        The  Ohto  Public  Utilities  Commission. 

value  of  $20,650  is  reasonably  required  and  the  money  to  be 
procured  thereby  necessary  for  the  acquisition  of  property 
to  be  used  and  useful  for  the  convenience  of  the  public  in 
the  prosecution  of  applicant's  corporate  purposes,  and  the 
construction,  completion,  extension  and  improvement  of  its 
facilities,  and  is  satisfied  that  consent  and  authority  for 
the  issue  and  disposition  of  applicant's  capital  stock  of  the 
par  value  of  $20,650  should  now  be  granted. 

It  is,  therefore,  ordered,  That  said  The  Frazeysburg 
Home  Telephone  Company  be,  and  hereby  if  is,  authorized 
to  issue  its  common  capital  stock  of  the  par  value  of  $20,650. 
and  that  $650,  par  value,  of  said  capital  stock,  be  sold  for 
the  highest  price  obtainable  but  for  not  less  than  the  par 
value  thereof. 

It  is  further  ordered,  That  $20,000,  par  value,  of  said 
(capital  stock  and  the  proceeds  arising  from  the  sale  of  $650, 
par  value,  of  said  capital  stock  be  devoted  to  and  used  for 
the  following  purposes,  and  no  others,  to- wit : 

(a)  $20,000,  'tar  value,  of  said  capital  stock  to  be  issued  and  delivered, 
as  fully  paid  and  non -assessable,  as  the  full  aud  final  consideration  for  tlie 
properties  of  The  Frazeysburg  Telephone  Company  and  The  Fnizeysbuig 
Bell  Telei)hone  Company,  the  purchase  of  which,  by  applicant,  was  duly 
authorized  by  the  order  this  day  made  and  entered  in  proceeding  Ko. 
1524.' 

(b)  The  proceeds  arising  from  the  sale  of  $650,  par  value,  of  said 
capital  stock  to  be  used  to  pay  the  net  cost  of  unifying  said  properties. 

It  is  further  ordered,  That  the  applicant  make  verified 
report  to  this  Commission  of  the  issue  and  disposition  of 
said  capital  stock  and  the  expenditure  of  the  proceeds  of 
that  part  thereof  sold,  pursuant  to  the  terms  and  conditions 
ot  this  order. 

And  it  appearing  that  the  applicant  has  not,  at  this  time, 
definitely  determined  the  character  of  the  additions  and 
extensions  to  be  made  to  its  property, 

/(  is  further  ordered,  That  the  further  consideration  of 
said  application,  insofar  as  it  asks  consent  and  authoritj" 
to  issue  other  and  additional  capital  stock  to  provide  funds 


•  Sec  p.  1692,  supra.  ,  I 
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for  the  extension  and  improvement  of  its  facilities,  be,  and 
hereby  it  is,  deferred  pending  the  filing  of  detailed  esti- 
mates of  such  expenditures. 

And  the  Commission  coming  now  to  consider  the  matter 
of  the  acceptance  of  applicant's  said  capital  stock  .by  said 
The  Frazeysburg  Telephone  Company  and  said  The 
Frazeysburg  Bell  Telephone  Company  pending  the  dis- 
tribution of  the  same  among  their  several  stockholders  and 
the  dissolution  of  said  corporations,  finds,  for  the  purposes 
of  this  proceeding  and  order,  that  the  convenience  of  the 
public  will  be  promoted  thereby  and  that  the  public  thereby 
will  be  furnished  adequate  service  for  a  reasonable  and  just 
rate,  rental,  toll  or  charge  therefor,  and  is  satisfied  that  its 
consent  and  authority  therefor  should  be  granted. 

It  is,  therefore,  further  ordered,  That  said  The  Frazeys- 
burg Telephone  Company  and  said  The  Frazeysburg  Bell 
Telephone  Company  be,  and  each,  hereby  is,  authorized  to 
accept  and  hold,  pending  the  distribution  of  the  same  among 
their  several  stockholders  and  the  dissolution  of  said  cor- 
porations, $10,000,  par  value,  of  the  common  capital  stock 
of  said  The  Frazeysburg  Home  Telephone  Company. 

Dated  at  Columbus,  Ohio,  this  thirty-first  day  of  March, 
1919. 


In  re  Application-  op  The  Newark  Telephone  Company  for 

AtJTHOKITY   TO   ISSUE   StoCK. 


Decided  March  31,  1919. 

lamt  of  Stock  by  a  Foraign  Corporation  to  Retire  Ontatanding  Bonds, 
Anthorised. 

Order, 
This  day,  (the  Commission  having  heretofore  deemed  a 
hearing  thereupon  to  be  unnecessary),  this  matter  earae.on 
for  consideration  upon  the  application  of  The  Newark  Tele- 
phone Company,  (a  corporation  organized  under  the  laws 
of  West  Virginia  and  duly  authorized  to  do  business  in  the 
State  of  Ohio),  asking  the  consent  and  authority  of  this 
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Commission  to  issue  6  per  cent,  cumulative  preferred  capi- 
tal stock  of  the  par  value  of  $10,000,  the  proceeds  arising 
from  the  sale  thereof  to  be  used  to  discharge  6  per  cent- 
:nortgage  bonds  of  the  principal  sum  of  $10,000  which 
maturei  April  1,  1919: 

Upon  consideration  whereof,  and  being  fully  advised  in 
the  premises,  the  Commission  finds : 

(1)  That  the  applieant  has  issued  and  outstanding  mortgage  bond;!  of 
the  principal  sum  of  $10,000  which  nmture  April  1,  1919,  and  must, 
apon  said  day,  be  paid  and  discharged  or  refunded; 

(2)  That  the  issue  of  applicant's  preferred  capital  stock  of  the  par 
value  of  $10,000  is  reasonably  required  and  the  money  to  be  procared 
thereby  is  necessary'  for  the  payment  and  disehar^  of  applicant's  afore- 
said lawful  indebtedness  I 

and  is  satisfied  that  consent  and  authority  for  the  issue  and 
disposition  of  said  preferred  capital  stock  should  be 
granted. 

It  is,  tiicrefore,  ordered,  That  said  The  Newark  Tele- 
phone Company  be,  and  hereby  it  is,  authorized  to  issue  its 
6  per  cent,  cumulative  preferred  capital  stock  of  the  total 
par  value  of  $10,000  and  that  said  capital  stock  be  sold  for 
the  highest  price  obtainable  but  for  not  less  than  the  par 
value  thereof. 

/(  is  further  ordered,  That  the  proceeds  arising  from  the 
sale  of  said  capital  stock  be  used  to  pay  and  discharge 
applicant's  6  per  cent,  mortgage  bonds  of  the  principal 
sum  of  $10,000,  wliich  mature  April  1,  1919,  and  devoted  to 
no  other  purpose  whatsoever. 

It  is  further  ordered.  That,  forthwith  upon  the  pay- 
ment of  said  maturing  bonds,  the  same  be  cancelled  and 
destroyed. 

/(  is  further  ordered,  That  the  applicant  make  verifietl 
report  to  this  Connnission  of  the  issue  and  disposition  of 
said  preferred  capital  stock,  the  expenditure  of  the  pro- 
ceeds thereof  and  the  cancellation  and  destruction  of  said 
discharged  mortgage  bonds  pursuant  to  the  terms  and 
conditions  of  this  order. 

Dated  at  Cohimbus,  Ohio,  this  thirtv-first  dav  of  March, 
1919. 
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Corporation  Commissioii- 

J.  T.  Gibbons  v.  Southwestern  Bell  Telephone  Company, 

Cause  No.  3657  and  Cause  No.  3680,  Consolidated. 

Order  No.  1550. 

Decided  March  27,  1919.' 

Tdopboue  Oompan;  Fined  for  FntUnc  Into  Effect,  Without  OonMBt  of 

Oonuulsaion,  Toll  E&tes  PreBcribed  in  Older  No.  2495  of  Port- 

maater  Ooneral. 

Order. 

The  information  in  Cause  No.  3680  alleges  that  informant 
18  manager  of  the  J.  T.  Gibbons  Grain  Company,  Incor- 
porated, and  that  defendant,  the  Southwestern  Bell  Tele- 
phone Company,  violated  Conmiission's  Orders  No.  101 
and  No.  1535  in  refusing  to  honor  "  person  to  person  " 
calls  on  short  distances  and  in  otherwise  enforcing  the 
"  new  ruling  "  effective  January  21,  1919. 

The  case  came  on  regularly  for  hearing  and  trial  before 
Commissioners  Humphrey  and  Russell  on  February  18, 
1919.  Informant  testified  that  on  the  twenty-second  day  of 
January,  1919,  he  attempted  to  call  one  Zinn  at  Blair, 
Oklahoma,  a  town  less  than  twelve  miles  distant  from  his 
place  of  business  at  Altus,  and  that  the  defendant  did  not 
accept  a  call  for  Zinn  for  the  reason  that  such  call  would 
constitute  "  person  to  person  "  call  and  such  service  was 
not  available. 

Informant  further  testified  that  be  wa£  compelled  to  call 
Mr.  Zinn's  store  and  that  when  he  had  been  connected  with 
the  Zinn  store  that  he  was  informed  that  Mr.  Zinn  was  in 
Oklahoma  City.    He  was,  of  course,  charged  for  the  call. 

Informant  further  offered  testimony  to  show  that  on  calls 
for  longer  distances  than  twelve  miles  he  was  unable  to  get 
"  station  to  station  "  rates  and  that  the  calls  which  he  had 


"An  appeal  has  been  taken  by  the  telephone  company  to  the  Supreme 
gonrt  of  Oklahoma. 
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lOUi. 
tried  to  make  "  station  to  station  *'  calls  were  charged  to 
him  as  "  person  to  person  "  calls.  Counsel  for  defendant 
company  objected  to  this  line  of  testimony  inasmuch  as  the 
information  did  not  contain  specific  allegations  as  to  this 
matter. 

Informant  thereupon  filed  additional  information  in 
which  he  made  the  following  additional  specific  allegations: 

"  1.  That  defendant  has,  since  the  twenty-flrat  day  of  January,  1919, 
charged  a  greater  and  different  rate  for  toll  or  long  distance  serrioe  than 
that  in  effect  prior  to  said  date  and  allowed  by  the  orders  o£  the  Corpora- 
tion Commiasion. 

2.  That  on  the  twenty-second  day  of  January,  1919,  informant 
attempted  to  get  '  station  to  station  '  service  in  Oklahoma  City  by  ealliog 
the  Oklahoma  Elevator  Company  bat  was  chained  '  person  to  pei»Mi ' 
rates  therefor;  that  informant  had  the  same  experience  Oiree  other  tinies 
on  this  same  date  with  Oklahoma  City  calls. 

3.  That  on  the  twenty-third  day  of  January,  1919,  informant  att«npt«d 
to  place  '  station  to  station '  call  for  Smith  and  Melton,  Bldorado,  Okla- 
homa, but  was  charged  '  person  to  person '  rate  therefor. 

4.  That  on  numerous  other  occauons  informant  and  his  firm  attempted 
to  place  '  station  to  station '  calls  but  was  chai^d  '  person  to  person ' 
rates  therefor,  to-wit,  January  24,  Oklahoma  City;  January  25,  Smith 
and  Melton,  Eldorado,  Hendricks  and  Scruggs,  Hollis,  Poison  Grain 
Company,  Oklahoma  City;  January  28,  Hendricks  and  Senega,  Hollis, 
Poison  Grain  Company,  Oklahoma  Citj',  two  other  calls,  Oklahoma  City; 
January  29,  Poison  Grain  Company,  Oklahoma  City;  February  3,  Poison 
Grain  Company,  Oklahoma  City;  February  13,  Smith  and  Meltmi, 
Eldorado. 

6.  That  on  January  27,  1919,  one  Durham  put  in  a  call  for  May, 
Oklahoma,  collect,  but  that  the  defendant  company  refused  to  accept  a 
'  station  to  station '  call  and  chaiged  the  firm  of  J.  T.  Gibbons  Grain 
Company  '  person  to  person  '  rates.  i 

6.  That  on  January  28,  1919,  informant  was  charged  20  cents  for  a 
report  on  a  call  which  he  had  put  in  to  Manitou  for  one  SnelUng. 

7.  Informant  states  that  all  the  chargea  made  -in  the  foregoing  were 
different  from  those  rates  and  chafes  prescribed  by  the  Corporatiwi 
Commission  and  in  effect  prior  to  January  21,  1919." 

Hearing  and  trial  was  held  on  the  second  affidavit  on  the 
twelftli  day  of  March,  1919,  before  the  Commissioners 
Russell  and  Walker. 

Informant's  testimony  shows  that  on  all  the  calls 
mentioned  in  the  specific  allegations  heretofore  quoted, 


Digilizcd  by  Google 


J.  T.  GiBEONs  V.  Southwestern  Beu.  Tel.  Co.  1701 
u89] 
informant  attempted  to  get  "  station  to  station  "  rates  by 
calling  for  the  telephone  of  the  company  or  party  called. 
The  bill  presented  by  the  telephone  company  to  informant 
was  introduced  as  an  exhibit  in  the  case  and  was  examined 
by  witnesses  for  the  defendant.  It  was  admitted  by  these 
witnesses  that "  person  to  person  ' '  rates  were  charged  for 
the  most  of  the  calls,  bat  it  was  explained  that  the  tickets  of 
the  telephone  company  generally  showed  some  notation 
which  classed  the  call  as  a  "person  to  person"  call. 
Among  these  notations  were  "  any  one  who  can  talk  busi- 
ness," a  reference  to  a  particular  department  of  the 
company,  called,  etc. 

From  the  testimony  it  is  impossible  to  determine  just 
what  course  a  subscriber  would  pursue  in  order  to  get  the 
benefit  of  "  station  to  station  "  rates.  The  situation  to  the 
average  telephone  subscriber  must  appear  to  be  well  nigh 
hopeless.  He  is  confounded  with  an  amazing  net  of  com- 
plex rules  and  regulations  of  the  telephone  company  and 
is  aware  that  in  the  end  his  bill  will  depend  upon  records 
kept  by  the  telephone  company  of  which  he  has  no  copy  or 
means  of  rebuttal.  So  far  as  his  situation  is  concerned  it 
must  appear  to  him  that  there  might  just  about  as  well  be 
no  "  station  to  station  "  rates  offered  and  that  the  tele- 
phone company  might  ju.st  as  well  bill  each  call  as  "  person 
to  person."  'Nor  does  the  explanation  of  the  telephone 
company,  that  it  attempts  to  be  fair  and  reasonable  in  the 
adjustment  of  the  accounts  help  the  situation.  The  aver- 
age telephone  patron  would  far  rather  pay  his  bill  without 
protest  than  to  go  through  the  mental  anguish  of  attempting 
to  straighten  out  an  account  with  the  Southwestern  Bell 
Telephone  Company  and  listen  to  the  explanations  offered. 

There  was  no  attempt  made  by  the  telephone  company 
to  deny  the  allegation  that  different  rates  and  practices  are 
in  effect  than  those  prescribed  by  the  Commission.  The 
plea  is  made  that  these  rates  and  practices  were  ordered 
by  the  Postmaster  General  and  made  effective  by  his  order 
as  of  January  21,  1919. 

The  Commission  has  heretofore  reviewed  the  laws  in 
this  matter  and  expressed  its  opinion  thereon  in  Cause  No. 


DigilizcdbyCOOglc 


1702  Oklahoma  Corporation  Commission. 

IOUl 
3641,  Order  No.  1541,'  and  it  is  unnecessary  to  repeat  here 
what  was  said  therein.  Fines  were  assessed  in  that  case  of 
$500  per  day  for  each  day's  violation  of  Order  No.  lOlf, 
from  January  21,  1919,  up  to  and  including  February  11, 
1919. 

The  Conunission  finds  that  Order  No.  lOlf  of  the  Cor- 
poration Commission  has  been  violated  by  the  defendant 
herein,  as  heretofore  set  forth,  and  that  said  order  was 
\-iolated,  among  other  dates,  on  or  about  the  thirteenth  day 
of  February,  1919,  and  that  fine  therefor  should  be  assessed 
in  the  sum  of  $500  and  all  costs  of  this  proceeding. 

Wherefore,  premises  considered  and  the  Commission 
beins  advised. 

It  is,  therefore,  ordered,  That  the  defendant,  the  South- 
■tt'estern  Bell  Telephone  Company  be  and  is  hereby 
adjudged  and  held  guilty  of  violation  of  Commission's 
Order  No.  lOlf  as  hereinbefore  set  forth  and  that  fine  be 
and  is  hereby  assessed  in  the  sum  of  $500  and  all  costs  of 
this  proceeding. 

Done  at  Oklahoma  City,  Oklahoma,  this  twenty-seventh 
day  of  March,  1919. 


T.  B,  Henderson  v.  J.  W.  Beadbubn,  Manager  op  Remus 
Telephone  Company,  C.  Boabman,  Manager  and 
Owner  of  Tecumseh  Telephone  Compajny,  and  tbe 

SOUTHWESTEKN   BeU.  TELEPHONE  CoMPANY. 

Cause  No.  3626— Order  No.  1553. 

Decided  March  31,  1919. 
BeflsUbUBliment  of  Fhrslesl  Oonnection  Ordered. 

Opinion  and  Oeder. 

Complaint  was  filed  by  T.  B.  Henderson,  Route  No.  2, 

McComb,  Oklahoma,  against  the  above-named  defendants. 


*  See  CommiBsion  Leaflet  No.  88,  p.  1405. 
t  II.  C.  T.  C.  72D. 
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The  material  allegations  of  the  complaint,  which  complaint 
is  sworn  to  by  said  T.  B.  Henderson,  are  as  follows : 

"  1.  That  complainant  is  a  resident  of  Pottawatomie  County,  Okla- 
homa; that  his  address  is  Roate  No.  2,  UcComb,  Oklahoma;  tiiat  h«  is  a 
snbscriber  of  the  Remus  telephone  exchange. 

2.  That  the  defendant,  J.  W.  Bradbnm,  is  manager  of  the  R«miis 
telephone  exchange  and  owner  of  same,  subject  to  certain  leases  and  eon- 
tracts;  that  the  defendant  C.  Boarman  is  maoi^r,  owner  and  in  .con- 
trol of  the  T<^'cumgeh  Telephone  Company,  which  owns  and  operates  an 
exchange  in  the  city  of  Tecumseh,  and  a  certain  long  distance  line  extend- 
ing from  the  city  of  Tecumseh  to  the  town  of  Maud,  and  near  the  Remus 
exchange  switching  board;  that  defendant,  the  Southweetem  Bell  Tele- 
phone Company  owns  and  operates  an  exchange  at  the  town  of  Uand, 
Oklahoma,  and  has  connection  with  the  lines  oontrolled  by  the  defendant 
J.  W.  Bradbnm  at  Remus,  Oklahoma. 

3.  That  complainant  and  other  persons  are  unable  to  get  either  long 
distance  or  exchange  service  between  the  city  of  Tecnmsefa  and  the  Remus 
exchange,  except  that  calls  may  be  sent  from  the  Remus  exchange  over 
Southwestern  Bell  lines  by  way  of  Shawnee,  and  that  complainant  and 
other  persons  are  unable  to  talk  from  the  Remus  exchange  to  the  city  of 
Tecumseh  or  from  the  city  of  Tecomseh  to  the  'phones  connected  with 
the  Remus  exchange,  except  by  certain  arrangements  known  only  to 
defendants  and  which  arrangements  caose  insuperable  difficulties  and 
great  inconvenience  to  complainant." 

Anothei-  paragraph  of  the  complaint  aUeges  violation  of 
Comnission 's  Order  No.  912,"  which  order  requires  tele- 
phone companies  to  maintain  physical  connections  and 
traffic  arrangements  in  existence  so  as  to  continue  to  give 
service. 

This  case  is  the  outgrowth  of  the  complaint  in  Cause  No. 
3fiOO,  J.  P.  Cook  ct  al.  v.  J.  W.  Bradburn,i  and  the  failure 
of  the  patrons  of  the  Remus  telephone  exchange  to  get  long 
distance  service  through  with  Tecumseh,  the  county  seat  of 
Pottawatomie  County,  is  indirectly  due  to  the  situation  in 
which  the  Remus  telephone  exchange  and  its  present 
n:anagement  find  themselves. 

It  is  not  worth  wliile  to  review  again  the  facts  discussed 
in  Cause  No.  3600.  Mr.  T.  B.  Henderson  was  one  of  the 
witnesses  in  that  case,  and  persons  interested  in  the  two 


•  See  Commission  Leaflet  No.  41,  p.  1229. 
'  See  Commission  Leaflet  No.  90. 
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eases  are  familiar  with  the  facts.  The  only  point  deserv- 
ing special  consideration  in  this  case,  in  addition  to  the 
facts  fully  developed  in  the  former  hearing  in  Cause  No. 
3600,  is  the  failure  of  the  manager  of  the  Remus  Telephone 
Company  and  the  manager  of  the  Tecumseh  Telephone 
Company  to  maintain  physical  connection  so  as  to  give 
service  direct  between  Remus  and  Teeumseh. 

Patrons  of  the  Remus  telephone  exchange,  it  appears, 
can  now  get  service  with  Tecumseh  by  sending  their 
messages  in  a  roundabout  way  over  the  lines  of  the  South- 
western Bell  Telephone  Company.  This  does  not,  how- 
ever, appear  to  be  the  fault  of  the  Southwestern  Bell  Tele- 
phone Company  and  there  seems  no  reason  for  holding  this 
company  liable  for  the  conditions  existing  herein  or  for 
fine  in  this  case. 

J.  W.  Bradbum,  the  manager  of  the  Remus  Telephone 
Company  and  C.  Boarman,  manager  and  owner  of  the 
Tecumseh  Telephone  Company,  have  both  been  grossly 
negligent  in  failure  to  maintain  physical  connection  and  to 
look  after  the  matter  of  service  between  the  patrons  of 
Remus  exchange  and  the  city  of  Tecumseh.  The  excuse 
offered  by  the  manager  of  the  Remus  exchange  company  is 
that  the  manager  of  the  Tecumseh  Telephone  Company 
carelessly  or  wantonly  misinterpreted  the  Conunission's 
order*  in  reference  to  switching  rates  and  demanded  a 
charge  out  of  reason  for  this  service.  He  also  pleads  that 
the  line  over  which  the  manager  of  the  Remus  Telephone 
Company  desired  to  get  toll  messages  to  the  Remus  patrons 
was  greatly  overloaded. 

The  Commission  finds  that  C.  Boarman,  manager  and 
owner  of  the  Tecumseh  Telephone  Company  is  guilty  of 
violation  of  Commission's  Order  No.  912t  for  failure  to 
maintain  physical  connection  and  to  give  toll  service 
between  Tecumseh  and  the  pati:ons  of  Remus  Telephone 
Company  and  is  liable  to  fine  therefor. 

In  Cause  No.  360Q,  the  Commission  found  that  it  is 


•  See  Commission  Leaflet  No.  59,  p.  1276. 
f  See  Commission  Leaflet  No.  41,  p.  1229. 
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impracticable  for  the  Commission  to  attempt  to  make  or 
enforce  any  order  in  reference  to  rates  until  the  property 
rights  in  the  Remus  Telephone  Company  shall  have  been 
determined  and  until  some  definite  arrangement  is  made 
for  responsible  management  of  this  property,  through 
action  in  a  law  court  of  competent  jurisdiction.  This  con- 
dition existing  it  will  be  impossible  to  make  any  satisfac- 
tory order  herein.  The  manager  of  the  Tecumseh  Tele- 
phone Company  and  the  manager  of  the  Remus  Telephone 
Company  should  re-establish  telephone  connection  and 
should  give  such  service  as  is  available  until  the  stockhold- 
ers of  the  Remus  Telephone  Company  and  J.  "W.  Bradburn 
have  settled  their  difBculties  in  court. 

Wherefore,  premises  considered  and  the  Commission 
being  advised, 

It  is,  therefore,  ordered,  That  J.  W.  Bradburn,  manager 
of  the  Remus  Telephone  Company  and  C.  Boarraan,  man- 
ager and  owner  of  the  Tecumseh  Telephone  Company,  shall 
re-establish  physical  connection  and  shall  give  service 
between  the  city  of  Tecumseh  and  the  Remus  telephone 
exchange  and  to  the  patrons  of  the  Remus  telephone 
exchange. 

The  assessment  of  fines  against  the  defendant,  C.  Boar- 
man,  win  be  held  up  pending  the  re-ostablishment  of  phys- 
ical connection  ordered  herein. 

Done  at  Oklahoma  City,  Oldahoma,  this  the  thirty-first 
day  of  March,  1919. 
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SOUTH  DAKOTA. 

Board  of  Railroad  OommissioiieTS. 

P.  B.   HouGHTOM   et  al.   v.  Dakota  Cehtbal  Telephone 
Company. 

No.  3369. 

Decided  March  10,  1919. 

Long  Distance  Serrice  Should  be  rnrnished  Frovidfld  Necsauiy  A(«nt 

Can  be  Fonod. 

FiNniSGs  AND  Conclusions. 

The  complaint  in  this  case  was  filed  by  several  residents 
of  Osceola,  in  which  it  is  alleged  that  the  Dakota  Central 
Telephone  Company,  prior  to  July,  1918,  maintained  a  long 
distance  toll  station  in  Osceola  for  a  period  of  approxi- 
mately ten  years;  that  on  or  about  July  2,  1918,  the  long 
distance  telephone  instrument  was  removed  from  the  resi- 
dence of  Mr.  G.  W.  Doner,  and  the  long  distance  telephone 
(station  discontinued.  Hearing  was  held  In  the  matter  at 
Huron,  the  complainants  being  represented  by  Mr.  O.  W. 
Doner  and  the  defendant  company  by  Mr.  T.  H.  Null,  its 
attorney,  and  Mr.  W.  G.  Bickelhaupt,  its  secretary. 

The  record  shows  that  the  total  receipts  of  the  station 
for  the  year  1917  were  $84.92.  This  amount  includes  mes- 
senger fees  collected  in  the  sum  of  90  cents  and  war  tax 
amounting  to  $3.45.  The  disbursements  for  the  same 
period  amount  to  $73.39,  and  include  messenger  fees  paid 
amounting  to  $6.30  and  additional  compensation  allowed 
ilr.  Doner  of  $9.04  and  the  war  tax  amounting  to  $3.45, 
leaving  a  net  balance  in  cash  receipts  of  $11.53.  No  allow- 
ance has  been  made  for  maintenance,  depreciation,  taxes, 
general  or  other  elements  of  expense,  neither  has  a  return 
on  the  investment  been  considered.  It  appears  to  have 
been  the  policy  of  the  company  to  grant  to  its  toll  station 
agents  certain  so-called  courtesies  of  the  line.  In  other 
1706 
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words,  its  former  practice  was  to  permit  its  agents  to 
transmit  personal  messages  over  its  lines  at  least  to  a  lim- 
'  ited  amount  without  cost  to  such  agents.  During  the  last 
ten  months  of  the  year  1917,  an  arrangement  was  in  force 

•  whereby  its  agent,  Mr.  Doner,  was  allowed  free  toll  service 
limited  to  $1.00  per  month.  During  that  period  the  said 
agent  received,  as  previously  stated,  service  amounting  to 
$9.04.  In  Februarj',  1918,  by  general  instruction  to  all 
agents,  the  company  discontinued  the  practice  of  extending 
this  courtesy  to  its  agents  and  this  discontinuance  is  really 
the  cause  underlying  this  complaint  and  resulted  in  the 
discontinuance  of  toll  service  at  Osceola.  Mr.  Doner, 
believing  that  he  was  entitled  to  the  limited  amount  of  free 
service  formerly  granted,  refused  longer  to  act  as  agent 
of  the  company  unless  the  privilege  was  continued,  and 
upon  being  informed  by  the  officials  of  the  company  that 
its  decision  to  discontinue  the  practice  was  irrevocable,  he 

•  refused  to  act  further  as  their  agent,  and  r€quested  that 
the  telephone  be  removed  from  his  premises.  This  the 
company  proceeded  to  do,  thereby  depriving  the  people  of 
Osceola  of  the  use  Of  toll  line  facilities.  The  company 
states  its  willingness  to  re-establish  a  long  distance  toll 
station  at  Osceola  provided  it  is  possible  to  secure  a  suit- 
able place  for  the  installation  of  the  equipment  and  some 
proper  person  to  act  as  its  agent  and  take  care  of  the  busi- 
ness for  the  compensation  paid  at  other  and  similar  sta- 
tions. The  compensation  paid  for  the  handling  of  toll 
messages  at  exchange  stations  in  this  State  is  fixed  by  law 
upon  the  basis  of  not  to  exceed  5  cents  on  each  incoming 
and  outgoing  toll  message  unless  otherwise  changed  by  the 
Board  of  Railroad  Commissioners.  The  amount  of  the 
compensation  fixed  in  the  statute  has  been  the  subject  of 
considerable  controversy  and  actions  have  been  commenced 
before  the  Commission  by  the  South  Dakota  Telephone 
Association  and  its  members  calling  for  investigation  of 
the  reasonableness  of  the  compensation  in  question,  and 

■  though  the  complainants  have  been  given  every  oppor- 
tunity to  be  heard  they  apparently  were  not  prepared  for 
trial  and  to  date  no  change  has  been  made  by  the  Commis- 
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sion  with  respect  to  the  fees  or  compensation  that  may  be 
paid  an  exchange  company  or  agent  for  the  handling  of 
toll  business.  While  it  appears  true  that  the  compensation 
received  by  Mr.  Doner  as  agent  of  the  company  at  Osceola 
is  very  small  for  the  trouble  incident  to  the  operation  of  a 
public  toll  station,  it  is  likewise  true  that  the  net  earnings 
of  the  company  at  that  station  are  also  very  slight,  and  to 
require  the  company  to  increase  its  operating  expenses  at 
that  station  would  practically  deprive  it  of  any  net  revenue 
■whatever.  Again,  to  require  the  company  to  pay  a  higher 
or  greater  compensation  than  permitted  by  the  statute 
would  establish  a  precedent  whereby  a  burden  would  be 
placed  upon  the  company  inasmuch  as  it  would  be  required 
to  compensate  other  agents  under  similar  conditions  in  like 
manner.  Unless  the  toll  service  prayed  for  is  re-estab- 
lished the  only  means  of  communication  with  outside  points 
available  to  the  people  of  Osceola  will  be  over  the  rural 
farm  line  of  the  Iroquois-Bancroft  Telephone  Company. 
The  latter  company  operates  rural  party  telephone  lines 
in  this  territory,  one  of  w^hieh  extends  from  Iroquois  to 
Bancroft,  upon  which  the  people  ofOsceola  are  furnished 
telephone  service.  Serious  complaint  is  made  on  behalf  of 
the  business  interests  of  Osceola  against  the  inadequacy 
and  insufficiency  of  rural  line  facilities  for  handling  com- 
mercial or  toll  line  business.  It  is  strongly  contended  by 
patrons  that  the  toll  line  service  should  be  re-established  in 
order  that  it  may  be  possible  for  the  public  to  secure  proper 
and  reasonable  service  with  the  outside  world ;  that  in  being 
required  to  transmit  business  or  commercial  messages  over 
rural  party  line  facilities  a  real  burden  is  imposed;  that 
much  business  that  ordinarily  would  be  transacted  over  the 
telephone  cannot  be  so  handled  on  account  of  the  impossi- 
bility of  securing  the  necessary  secrecy. 

From  the  record  it  clearly  appears  that  the  people  of 
Osceola  are  in  need  of  and  require  long  distance  telephone 
service  and  it  likewise  appears  that  the  company  is  willing 
to  provide  such  service  and  re-establish  the  connection  pro- 
vided that  some  proper  person  can  be  found  to  undertake 
the  agency  for  the  compensation  fixed  by  statutory  reqoire- 
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jnent.  The  company  has  endeavored  to  find  a  party  willing 
to  accept  the  agency  and  has  failed  to  do  so.  Certainly  the 
company  cannot  compel  anyone  to  act  as  such  agent.  It 
quite  clearly  appears  that  if  the  good  people  of  Osceola  are 
to  enjoy  long  distance  telephone  service  over  toll  equipment, 
they  must  induce  one  of  their  number  to  provide  room  for 
the  necessary  installation  and  act  as  agent  of  the  company 
in  the  usual  manner  and  upon  the  usual  terms  covering  like 
situations.  No  order  will  be  entered  at  this  time,  but  should 
a  person  agreeable  to  making  the  necessary  sacrifice  accept 
the  agency  and  the  company  refuse  or  fail  to  re-establish 
the  service,  a  suitable  order  will  be  entered  in  accordance 
with  the  facts  herein  shown. 

Done  in  regular  session  at  the  city  of  Pierre,  the  Capital, 
on  this  tenth  day  of  March,  1919. 


re   Application    of    the    Moody    County    Telephone 
Company  fob  AuTHORrrY  to  Increase  Rates. 


Decided  March  14,  1919. 

Increase  In  Bates  Antherited  —  Discount  for  Prompt  Pigment  Approved 

— Allowance  of  6  Per  Cent.  Hade  for  Beserve  for  Depreciation  — 

Allowance  of  7  Per  Oent.  Hade  for  B«tani  on  Inrestaunt  — 

Be-arrangetnent  of  Bwitcbboard  to  EUiminate  Ponlbilitr  of 

Interference,  by  Pnblic,  with  Operators  in  Their  Work, 

Ordered  —  Bnle  Umiting  Conversations  to  Five 

Hinntea  Suggested. 

Applicant  sought  authority  to  increase  its  business  rate  from  $1,65  to 

$2.50,  its  residence  rate  from  $1.00  to  $1.75  for  individual  line  service 

and  $1.25  for  party  line  service,  and  its  rural  rates  from  $1.25  to  $1.50, 

the  proposed  rates  to  be  subject  to  a  discount  of  25  cents  per  month  for 

prompt  payment. 

The  Commission  found  that  the  fair  present  value  of  the  property, 
including  $1,000  for  workii^  capital  and  $1,000  for  supplies  on  hand,  was 
$56,000 ;  that  although  gross  operating  revenues  had  increased  each  year 
from  1915  to  1918,  nevertheless,  operating  expenses  had  increased  con- 
siderably more,  with  the  result  that  net  revenues  had  steadily  decreased; 
that  if  applicant  were  compcUod  to  operate  during  the  year  1919  under 
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the  old  rates,  it  would  incur  a  defidt  of  $2,9^7.35,  and  even  under  the 
proposed  rates,  on  a  basis  of  a  valuation  of  $56,000,  after  allowing  6 
per  cent,  for  reserve  for  depreciation  and  7  per  cent,  for  return  on  invest- 
ment, there  would  he  a  deficit  of  $691.55. 

Held:  That,  as  the  business  rat«  of  the  appli<-ant  was  unreasonably 
low,  and  as  it  was  proper  to  make  a  difference  in  mtes  between  the  rate 
for  individual  line  service  and  that  for  party  line  serviee,  the  proposed 
increases  should  be  authoriied  and  the  discount  provision  approved; 
'  That  applicant  should  so  re-arrange  its  office  that  the  operators  would 
not  be  accessible  to  the  public  aad  thereby  prevent  the  public  from 
visiting  with  operators  while  the  latter  were  on  duty;  furthermore,  the 
company  should  forbid  operators  from  carrying  on  any  other  o<'cupat:on 
while  at  the  switchboard,  from  side  conversations,  reading  books,  papers, 
etc.; 

That  the  switchboard  should  be  so  arranged  in  the  office  as  Ut  afford 
plenty  of  light  and  good,  comfortable  quarters  for  the  operators; 

That  the  operators  should  be  schooled  to  disconnect  subscribers'  sta- 
tions as  soon  as  the  subscriber  rings  oS,  for  many  times  subscribers  wish  Iji 
talk  to  several  persons  in  succession,  and  it  is  verj-  disheartening  to  a 
subscriber  to  be  unable  to  get  the  local  operator  to  disconnect  him  so 
that  he  may  call  the  operator  for  another  messnge; 

That  as  many  of  the  complaints  as  to  poor  service  were  due  to  sub- 
scribers visiting  on  the  line,  the  Commission  would  approve  a  rule  limit- 
ing telephone  conversations  to  five  mnntes,  and  such  a  rule  should  be 
promulgated  at  once  and  immediately  served  upon  or  mailed  to  the  snb- 
Bcribers,  and  it  should  be  enforced,  as  it  would  have  a  very  salutaij' 
effect  in  improving  the  service. 

Report. 

In  this  case  we  have  an  application  from  the  Moody 
County  Telephone  Company  for  an  increase  in  its  tele- 
phone rental  rates.  The  case  was  heard  at  Flandreau  on 
March  12,  1919.  The  Moody  County  Telephone  Company 
appeared  by  Mr.  J.  W.  Miller,  its  secretar>'-treasurer  and 
manager.  Mr.  Levis  Benson  of  Flandreau  appeared  for 
the  purpose  of  developing  the  facts.  Mr.  Frederick  A. 
Warren,  city  attorney,  appeared  on  behalf  of  the  city. 

While  the  Moody  County  Telephone  Company  is  a  cor- 
poration organized  under  the  laws  of  tliis  State,  it  is  prac- 
tically owned  and  operated  by  Miller  Brothers.  Th? 
plant  consists  of  exchanges  at  the  cities  of  Flandreau,  Egan 
and  Colman  and  of  rural  lines  throughout  Moody  Countj-. 
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'J'he  rates  of  the  company  now  in  feffect  and  which  have  been 
in  effect  for  a  very  great  number  of  years  are  as  follows : 

Per  Month 

Business  telephones   ._. ;  Jl  65 

R«3idenee  telephones   1  00 

Rural  party  telephones 1  25 

The  applioation  on  behalf  of  the  company  is  to  publish 
and  put  into  effect  a  schedule  of  rates  as  follows: 

Per  Month 

Business  telephones    2  50 

R«8idence  telephones,  main  lino 1  76 

Residence  telephones,  party  line 1  25 

Rural  party  telephones 1  60 

subject  to  a  discount  as  to  the  business  and  residence  rates 
of  25  cents  per  month  when  the  rates  are  paid  in  advance 
on  or  before  the  fifteenth  day  of  the  current  month  and  as 
to  the  rural  lines  when  paid  quarterly  in  advance  on  or 
before  the  fifteenth  day  of  the  first  mon.th  of  the  current 
quarter. 

The  application  for  the  increase  in  the  rates  is  based 
upon  the  increased  cost  of  labor  and  materials;  that  the 
company  has  been  compelled  to  pay  very  much  higher 
prices  for  all  classes  of  materials  entering  into  the  mainte- 
nance of  its  telephone  plant  and  has  been  compelled  to 
adi'ance  wages  of  its  employees  to  such  an  extent  that  it 
must  have  additional  revenue  of  approximately  $2,000  per' 
annum  or  it  will  be  compelled  to  operate  at  a  loss. 

The  statistician  of  this  Board  has  made  an  examination  of 
the  accounts  of  the  company  for  the  years  1915  to  1918, 
both  inclusive,  and  our  engineer  has  made  a  valuation  of 
the  plant.  According  to  the  books  of  the  company  the  cost 
of  the  plant  and  equipment  amounts  to  $44,699.14  or  an 
average  value  per  subscriber's  station  of  $39.70,  which  is 
a  very  Iom'  valuation  and  far  below  the  average.  The  com- 
pany has  1,097  subscribers  and  on  a  basis  of  a  value  of 
$50.00  per  subscriber's  station  the  total  valuation  of  the 
plant  would  be  approxmiately  $54,850.    The  cost  of  repro- 


DigilizcdbyGOOglc 


1712    South  Dakota  Board  op  Railroad  Commissioners. 

(s 
diiction  new  as  found  by  our  engineer  amoants  to  $77,554, 
while  this  cost  less  depreciation  or  the  present  value  of  the 
plant  amounts  to  $54,179.  The  plant  has  been  very 
economically  constructed  and  maintained  and  the  record 
cost  to  the  company  as  shown  by  its  books  is  far  below  the 
actual  cost  of  construction.  The  record  shows  that  it  costs 
approximately  $1,000  to  carry  its  monthly  bills  and  that  for 
the  proper  maintenance  of  the  plant  it  should  carry  on  hand 
approximately  $1,000  worth  of  supplies  and  it  is  not  only 
a  fair  but  a  conservative  statement  to  make  that  with  these 
allowances  for  supplies  and  working  capital  the  company 
owns  a  plant  worth  not  less  than  $56,000. 

The  following  figures  taken  from  the  books  of  the  com- 
pany accurately  show  the  tendency  of  the  decline  in  revenue 
for  the  years  1915,  1916„1917  and  1918: 


191S 

1916 

1917 

1918 

116,386  68 
10,668  52 

«16,778  72 
11,623  48 

117,583  23 
13,180  44 

S5,718  16 

»5,I66  24 

$4,402  79 

S394  24 
36  21 

S431  84 
63  25 

»5*4  70 
01  20 

S430  45 

(495  09 

S675  90 

$880  21 

»5,287  71 

$4,660  Id 

13,726  89 

S2,739  2S 

From  the  foregoing  table  it  will  be  noticed  that  there 
was  an  increase  in  revenues  each  of  the  four  years  and  it 
will  likewise  be  noticed  that  there  was  a  much  larger 
increase  in  the  operating  expenses.  The  taxes  in  1918  over 
1916  represented  an  increase  in  the  State  of  61.12  per  cent, 
and  in  the  federal  taxes  of  376  per  cent.  There  was  an 
increase  of  15.72  per  cent,  in  the  operating  revenues  for 
1918  over  1915,  wldle  the  increase  in  the  operating  expenses 
for  the  same  years  amounted  to  43.82  per  cent.    There  was 
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a  total  increase  in  operating  expenses  and  taxes  in  1918  of 
46.17  per  cent,  over  1915,  while  the  net  operating  income 
for  1918  as  compared  ^i'ith  1915  represented  a  decrease  in 
revenues  of  93  per  cent.  In  1915  the  rate  of  return  was 
13.67  per  cent.,  in  1916  10.47  per  cent,  in  1917  8.74  per  cent, 
and  in  1918  6.13  per  cent,  a  constant  decline  in  revenue 
from  year  to  year.  If  the  company  were  compelled  to  oper- 
ate during  tlie  year  1919  at  the  increased  cost  of  operation, 
including  the  advance  in  the  prices  of  materials  and  labor, 
under  the  present  rates  it  would  incur  a  deficit  of  $2,907.35. 
On  the  basis  of  a  valuation  of  $56,000,  under  the  proposed 
rates,  after  allowing  6  per  cent,  for  a  depreciation  reserve 
and  a  rate  of  return  equivalent  to  7  per  cent.,  there  would 
be  a  deficit  of  $691.55.  On  the  basis  of  the  value  of  the 
plant  and  equipment  as  shown  by  the  records  of  the 
company  the  present  rates  will  afford  a  rate  of  return, 
after  allowing  6  per  cent,  for  depreciation  reserve,  equiva- 
lent to  1.36  per  cent.,  whereas  on  the  same  basis  the  pro- 
posed rates  will  afford  a  rate  of  return  of  5.32  per  cent. 

The  business  rate  of  the  Moody  County  Telephone  Com- 
pany of  $1.65  is  very  much  below  the  average  for  cities  of 
the  size  of  Flandreau  and  is,  in  our  opinion,  mireasonably 
low.  The  company  maintains  what  it  is  pleased  to  call 
individual  lines  as  well  as  party  lines  but  quotes  the  same 
rate  for  each.  It  is  a  well  known  fact  that  the  main  line  serv- 
ice is  the  more  valuable  and  much  more  to  be  preferred  and 
that  the  party  line  service  should  be  furnished  at  a  lower 
rate  than  is  charged  for  the  main  or  individual  line  service. 
We  are  impressed  wth  the  fact  that  in  this  cafie  the  Moody 
County  Telephone  Company  has  made  out  a  clear  cut, 
strong  case  for  an  increase  in  its  telephone  rental  rates 
and  we  are  likewise  of  the  opinion  that  the  rates  projwsed 
are,  for  the  services  furnished  to  the  patrons  of  the  com- 
pany, fair,  just  and  reasonable.  Our  examination,  through 
our  statistical  department,  of  the  books  of  the  company 
and  our  valuation  of  its  plant  by  our  engineer  discloses  an 
unusual  coincidence  in  that  both  our  statistician  and  our 
(ngineer  arrive  at  almost  identically  the  same  figures.  Our 
statistician's  figures  show,  making  no  allowance  for  work- 
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ing  capital  and  supplies,  a  valuation  of  $54,850,  while  the 
depreciated  value  of  the  plant  as  shown  by  our  engineer  is 
$54,179,  or  a  difference  of  $671. 

After  a  careful  consideration  of  all  of  the  evidence  in 
this  case,  we  are  of  the  opinion  and  find  that  the  books  of 
the  company  do  not  represent  the  actual  cost  of  construc- 
tion of  the  plant;  that  for  the  purposes  of  this  case  a  fair 
and  reasonable  value  of  the  plant  is  $56,000  and  that  the 
application  of  the  company  to  increase  its  rates  must  be 
granted  effective  as  of  April  1,  1919. 

At  the  hearinjr  it  was  disclosed  that  the  Miller  Brothers 
were  furnishing  their  private  automobiles  for  the  service 
of  the  company  and  making  a  charge  only  for  the  actual 
supplies  or  a  rental  charge.  The  plan  usually  adopted 
and  the  one  which  we  beli€ve  accords  more  nearly  with 
j)roper  practice  is  to  re<inire  the  telephone  company  to  fur- 
nish all  of  its  equipment  including  such  vehicles,  auto- 
mobiles or  otherwise,  as  may  be  necessary  for  use  in  the 
maintenance  of  the  plant.  Under  such  a  plan  the  telephone 
company  stands  the  actual  expense  of  owniership,  opera- 
lion,  repairs  and  depreciation  in  the  vehicle  and  we  recom- 
mend that  plan  to  the  careful  consideration  of  the  appli- 
cant in  this  case.  ' 

At  the  hearing  there  was  some  objection  to  the  service 
rendered  by  the  company  and  it  developed  from  the  testi- 
monj'  that  the  switchboard  is  in  a  general  oflBce  where  the 
operators  are  accessible  to  the  public  and  more  or  less 
visiting  takes  place.  This  is  hound  to  interfere  with  good 
service.  A  telephone  operator  may  not  successfully  visit 
and  attend  to  the  wants  of  the  subscribers  at  the  same  time. 
The  telephone  company  will  be  required  to  so  rearrange  its 
office  as  to  eliminate  this  practice  of  visiting  and  the  carry- 
ing on  of  ::iiy  other  occupation  by  the  operators  while  af 
the  switchboard.  Side  conversation  and  reading  of  books 
and  papers  should  be  entirely  eliminated  during  working 
Iionrs.  The  switchboard  should  l>e  so  arranged  in  the  office 
as  to  afford  plenty  of  light  and  good  comfortable  quarters 
lor  the  operators,  but  the  public  should  be  excluded  from 


DigilizcdbyGOOglc 


Application  op  Moodv  County  TEtEPHoNB  Co,    1715 

,89] 

the  privilege  of  visiting.  We  can  think  of  nothing  more 
aggravating  tlian  poor  telephone  service.  The  record 
shows  also  the  necessity  for  schooling  the  operators  to 
disconnect  subscribers'  stations  as  soon  as  the  subscriber 
rings  off.  Many  times  subscribers  ■wish  to  talk  to  several 
persons  in  succession  and  it  is  very  disheartening  to  the 
subscriber  to  he  unable  to  get  the  local  operator  at  the 
exchange  to  disconnect  at  the  ring  off  so  as  to  enable  the 
subscriber  to  call  the  ox>erator  for  another  message.  This 
fault  lies  wholly  with  the  operator  and  is  a  mere  want  of 
proper  attention  to  the  switchboard.  The  company  should 
be  pennitted  to  make  its  own  arrangements,  to  re-arrange 
its  switchboard  and  office  to  accomplish  the  results  here 
outlined,  and  the  operators  should  be  carefully  instructed 
to  disconnect  promptly  when  subscribers  ring  off  and  to 
answer  j)romptly  when  subscribers  ring  in.. 

The  manager  of  the  company  in  answer  to  the  com- 
plaints as  to  the  failure  of  the  service  admits  in  part  the 
interference  with  the  service  through  visiting  and  the 
ready  access  which  the  public  have  to  the  operators  at  the 
switchboard  but  likewise  attributes  a  large  portion  of  the 
difficulty  to  the  fact  that  subscribers  have  been  known  to 
hold  a  line  for  as  high  as  twenty-five  minutes  for  continu- 
ous conversation  with  one  person  or  forithe  transmission 
of  one  communication  or  message.  This  should  not  be 
permitted  and  this  Board  will  approve  a  rule  limiting  tele- 
phone conversations  to  five  minutes.  Such  a  rule  should 
be  promulgated  at  once  and  immediately  mailed  or  served 
upon  the  subscribers  and  it  should  be  enforced.  It  will 
undoubtedly,  have  a  very  salutary  effect  in  increasing  the 
service;-  -Persons  who  show  a  tendency  to  talk  for  a  longer 
period  than  five  minutes  should  be  courteously  informed 
that  their  time  is  up  and  the  'phone  diseomiected.  There 
may  arise  emergencies  where  this  rule  should  not  be 
enforced  and  that  should  be  left  to  the  good  sense  and 
sound  judgment  of  the  subscribers  and  the  operators.  The 
subscribers  should  know  that  when  they  hold  a  telephone 
for  a  period  longer  than  five  minutes  that  they  are  making 
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use  of  the  entire  line  and  depriving  other  subscribers  of 
teleplione  service. 

Done  in  regular  session  at  the  city  of  Pierre,  the  capital, 
on  this  fourteenth  day  of  March,  1919. 

Obder. 

In  this  ease  the  Board  having  completed  its  investiga- 
tion and  on  this  date  filed  its  report  containing  its  finding? 
and  conclusions,  a  copy  whereof  is  hereunto  annexed, 
hereby  referred  to  and  made  a  part  hereof,  and  being  folly 
advised  in  the  premises  and  sufficient  cause  for  this  order 
appearing: 

/(  is  ordered,  considered  and  adjudged,  That  the  Moody 
County  Telephone  Company  be,  and  it  is  hereby,  authorized 
to  publish  and  put  into  etfect  at  its  exchanges  and  on  its 
rural  lines  the  following  schedule  of  rates :        ^ 

Per  M»ath 

BnMness  telephones (2  50 

R«Bidence  telephones,  main  line 1  75 

Residence  telephones,  party  line 1  25 

Rnral  party  telephones 1  50 

subject  to  a  discount  as  to  the  business  and  residence  rates 
of  25  cents  per  month  when  the  rates  are  paid  in  advance 
on  or  before  the  fifteenth  day  of  the  current  month  and  as 
to  the  rural  lines  when  paid  quarterly  in  advance  on  or 
before  the  fifteenth  day  of  the  first  month  of  the  current 
quarter ;  that  the  offices  of  the  company  at  Flandreao  and 
other  exchanges  be  so  re-arranged  as  to  exclude  the  public 
from  access  to  the  operators  at  the  switchboard  except 
for  the  transmission  of  toll  messages;  that  visiting  with 
the  operators  be  prohibited  and  all  persons  other  than  the 
opeiators  excluded  from  the  switchboard  room ;  that  light, 
airy,  convenient  and  comfortable  quarters  be  arranged  for 
the  accommodation  of  the  operators  while  at  their  worfc 
and  while  at  work  at  the  switchboard  all  other  occupa- 
tions, as  TA'ell  as  the  reading  of  books  and  periodicals,  be 
prohibited  and  the  operators  schooled  to  give  strict  atten- 
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tion  to  the  si(itchboard  and  to  promptly  answer  all  calls 
as  they  ring  in  and  to  promptly  disconnect  all  line  immedi- 
ately on  the  ring  off. 
March  U,  1919. 


Peoples  Telephone  and  Telegbaph  Company 
Plat  Telephone  Company. 


Decided  March  IT,  1919. 

Bostliig  of  Toll  HesBftSH  Orer  Bnral  Une  Oonsacted  Wltb  Two  Ex- 
changes Forbidden  Where  Toll  Line  Existed  Between  Said  Two 
Exchangea  —  Oontract  for  Switching  Service  Ordered 
Made  —  Same  Bate  for  Two-Exchange  as  for 
One-Exchange  Switching  Service  Held    - 
DiscriminatoTsr. 

Complaint  alleged  that  defendant  wbb  roating  over  its  rural  line,  ex- 
tending from  its  exchange  at  Buffalo  Gap  to  complainant's  exchange  at 
Hot  Springs,  messages  originating  at  its  exchange  at  Buffalo  Gap  and 
on  the  rural  lines  connected  therewith,  instead  of  routing  said  messages 
over  the  metallic  circuit  toll  lines  of  complainant  extending  from  Hot 
Springs  t«  BufEalo  Gap. 

Defendant  was  chaining  all  of  its  subscribers,  whetlier  connected  only 
with  the  Buffalo  Gap  exchange  or  on  the  rural  lino  connected  with  both 
that  exchange  and  the  Hot  Springs  exchange  of  'the  complainant,  26 
cents  per  month,  and  was  paying  complainant  25  cents  per  month  for 
each  subscriber  on  the  Buffalo  Gap-Hot  Springs  line.  The  subscribers 
on  all  defendant's  lines  except  the  Buffalo  Gap-Hot  Springs  line  and.  a 
line  extending  from  Buffalo  Gap  in  the  general  direction  of  Hot  Springs, 
were  outside  of  the  trade  territory  of  Hot  Springs  and  did  not  require 
switching  service  at  that  point  to  an  extent  whiuh  would  justify  the 
placing  of  these  lines  on  a  switching  basis.  "^ 

Held:  That  all  toll  or  long  distance  messages  originating  at  stations 
other  than  those  covered  by  the  flat  rate  switching  arrangement  should  be 
routed  over  toll  equipment,  and  the  practice  of  attempting  to  route  or  of, 
routing  such  messages  over  the  defendant's  rural  line  to  Hot  Springs 
should  he  discontinued,  for  to  hold  otherwise  would  in  effect  eventually 
destroy  the  toll  business  as  a  large  part  of  the  toll  business  is  short  haul 
and  if  the  routing  of  messages  between  exchanges  over  rural  lines  were' 
permitted  generally,  those  engaged  in  the  furnishing  of  toll  line  equip- 
ment would  be  compelled  either  to  abandon  the  property  or  to  increase 
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the  rates  for  longer  distances  to  a  point  that  would  make  such  rat«s  pro- 
hibitive.    Furthermore,  rural  party  teleplioue  lines  are  not  suitable  for 
the  tranamiseioQ  of  throi^  toll  or  long  distance  messages.     In  either  | 

case,  the  toll  business  would  be  destroyed  and  the  public  as  welt  as  the 
company  caused  to  suffer  hardship  and  inconvenience  thereby;  i 

That  subscribers  who  receive  two-exchange  service  should  pay  a  rental  j 

of  $4.50  per  month,  $1.50  in  excess  of  that  paid  by  subscribers  receiving 
only  one-exchan^  service,  for  to  charge  subscribers  receivii^  two-exchange 
service  the  same  rate  as  that  charged  those  receiving  oQe-e.\ohange  service  I 

would  be  clearly  discriminatory ; 

That  complainant  and  defendant  should  make  a  contract  covering  the 
connection  of  defendant's  Buffalo  Gap-Hot  Springs  rural  line  with  com-  . 

plainant's  Buffalo  Oap  exchange  nnd  providing  that  Rwitching  sliould  be  ! 

done  for  not  to  exceed  $2.25  per  year; 

That  if  a  majority  of  the  subscribers  receiving  service  on  the  line  run- 
ning from  Buffalo  Gap  in  the  general  direction  of  Hot  Springs  desired 
service  at  Hot  Bpringti  on  a  flat  rate  basis,  the  contract  should  contain 
a  provision  that  surh  service  would  be  furnished  upon  the  paj-ment  by 
the  defendant  of  a  rate  of  $1.60  per  year  for  each  and  every  telephone 
receiving  service  on  said  line. 

Report. 

In  this  case  ponipiaint  vas  filed  in-  which  it  was  alleged  | 

that  the  W.  Q.  Flat  Telephone  Company  operates  an 
exchange  at  Buffalo  Gap  and  rural  lines  in  the  territorj- 
adjacent  to  Buffalo  Gap,  Pairburn,  Oral  and  Smithwick; 
that  the  lines  of  other  rural  party  telephone  companies  are 
stationed  at  Buffalo  Gap;  that  one  of  said  company's  lines 
extends  from  Buffalo  Gap  'to  Hot  Springs  and  is  con- 
nected with  the  exchange  of  the  complainant  at  that  point: 
that  the  complainant  maintains  and  operates  a  metallic 
toll  line  between  Hot  Springs  and  Buffalo  Gap;  that  mes- 
sages are  routed  from  Buffalo  Gap  and  beyond  over  Ihe 
rural  party  line  instead  of  over  the  toll  equipment  to  Hot 
Springs  for  which  no  compensation  is  received  by  the 
complainant. 

The  hearing  was  held  at  Hot  Springs.  The  complainant 
appeared  by  Mr.  C.  L.  Jensen,  its  president,  and  the 
defendant  by  Mr.  M.  Hentie  and  Mr.  G.  A.  Shackelford,  i\? 
president  and  secretary,  respectively,  and  others. 

The  record  shows  that  the  Peoples  Telephone  and  Tele- 
graph Company  operates  exchanges  at  Hot  Springs,  Ard- 
tnore,  Oelrichs  and  Smithwick,  and  in  connection  therewith 
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operates  a  limited  number  of  rural  party  lines  and  approjti- 
raately  eighty  miles  of  toll  line.  One  of  its  toll  lines  extends 
from  Hot  Springs  to  Buffalo  Gap,  one  from  Hot  Springs 
lo  Oral,  Smithwiek  and  Oelrichs  and  one  to  Ardmore.  It 
has  toll  line  connections  with  the  Wyoming-Nebraska  Tele- 
phone Company  and  with  the  Nebraska  Telephone  Com- 
pany; that  over  its  toll  lines  and  connections  its  sub- 
scribers and  patrons  may  receive  long  distance  toll  service 
equal  to  the  best  in  efficiency  and  opportunity  to  secure 
service.  Its  equipment,  both  exchange  and  toll,  is  of  stand- 
ard construction  and  the  property  is  well  maintained;  that 
the  exchange  in  Buffalo  Gap  is  jointly  owned  and  operated 
by  the  W.  G.  Flat  Telephone  Company  and  the  Cheyenne 
River  Telephone  Company.  This  exchange  consists  of  a 
switchboard  and  one  party  line  upon  which  town  people  are 
served,  and  connected  therewith  are  three  rural  party  lines 
of  the  Cheyenne  River  Telephone  Company  and  the  several 
jural  party  lines  of  the  W.  G.  Flat  Telephone  Company. 
Several  of  the  subscribers  residing  in  town  are  attached  to 
and  receive  service  from  the  rural  party  lines.  It  is  shown 
of  record  that  four  of  the  town  subscribers  or  business  men 
of  Buffalo  Gap  are  receiving  service  on  the  rural  party 
line  that  extends  to  Hot  Springs.  One  of  the  lines  of  the 
W.  G.  Flat  Telephone  Company  extends  south  and  west  of 
Buffalo  Gap  in  the  direction  of  Hot  Springs  and  terminates 
at  a  point  approximately  six  or  seven  miles  east  of  the 
latter  named  city.  Another  line  extends  south  and  east, 
running  through  Oral  to  Smithwiek,  another  line  extends 
in  an  easterly  direction  from  Oral  and  one  running  south 
and  west  of  Oral,  both  of  said  lines  terminating  in  the 
country.  It  quite  clearly  appears  that  the  lines  in  the 
Oral  and  Smithwiek  territories  are  outside  of  the  trade 
territory  of  Hot  Springs  and  that  the  subscribers  on  such 
lines  do  not  require  smtching  service  at  Hot  Springs  to 
an  extent  that  would  justify  the  placing  of  those  lines  upon 
the  switching  basis.  The  line  as  previously  described  as 
running  south  and  west  of  Buffalo  Gap  in  the  direction  of " 
Hot  Springs,  possibly,  on  account  of  its  location,  should 
receive  switching  at  Hot  Springs.    If  a  majority  of  the  sub- 
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scribers  on  this  line  desire  switching  service  at  Hot  Spring; 
and  are  lA-illing  to  pay  the  switching  charges  the  servit* 
should  be  furnished  and  a  contract  entered  into  between 
the  parties.  The  record  shows  that  the  W.  G.  Flat  Tele- 
phone Company  pays  to  the  complainant  25  cents  per 
month  or  $3.00  per  year  for  each  of  the  subscribers  receiv- 
ing service  on  the  line  having  direct  connection  with  Hot 
Springs.  The  record  likewise  shows  that  the  same  rental 
rate  is  charged  to  and  collected  from  all  of  the  subscribers 
of  the  defendant  whether  such  subscribers  are  entitled  to 
and  receive  service  at  Hot  Springs  or  not.  The  statute 
provides  among  other  things  that  an  exchange  company 
may  not  charge  to  exceed  25  cents  per  month  or  $3.00  per 
year  per  telephone  for  the  switching  of  any  rural  party 
telephone  line.  The  Board  has  promulgated  the  mle  and 
it  is  generally  in  effect  in  this  State  that  where  a  rural 
party  line  has  direct  connection  with  two  exchanges, 
neither  of  such  exchanges  may  charge  to  exceed  18%  cents 
per  month  or  $2.25  per  year  per  telephone  on  a  line  sn 
switched.  It  necessarily  follows  that  a  contract  coverinf; 
this  connection  should  provide  for  switching  npon  the 
basis  of  not  to  exceed  $2.25  per  year  per  subscriber.  The 
subscribers  residing  in  Buffalo  Gap  who  have  been 
attached  to  and  are  receiving  service  on  the  rural  line  that 
has  direct  connection  with  Hot  Springs  or  any  other  rural 
l>arty  line  that  is  covered  by  the  flat  rate  switching  basis 
should  be  disconnected  from  such  line  or  lines  and  attached 
to  and  receive  service  on  the  line  constructed  to  serve  the 
town  subscribers.  All  toll  or  long  distance  message;: 
originating  at  stations  other  than  those  covered  by  the  flat 
rate  switching  arrangement  should  be  routed  over  toll 
efpiipment  and  the  practice  of  attempting  to  or  of  routinir 
such  me-^sages  over  the  defendant's  rural  line  to  Hot 
Springs  should  be  discontinued.  To  hold  otherwise  would, 
in  effect,  eventually  destroy  the  toll  business.  A  large  part 
of  such  business  is  short  haul  and  if  the  routing  of  mes- 
safjes  between  exchanges  over  rural  lines  were  permitted 
generally,  those  engaged  in  furnishing  toll  line  equipment 
would  be  compelled  to  either  abandon  the  property  or 
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iucrefise  the  rates  for  longer  distances  to  a  point  that  would 
make  such  rates  prohibitive.  Again,  rural  party  telephone 
lines  are  not  suitable  for  the  transmission  of  the  through 
toll  or  long  distance  messages.  In  either  case,  the  toll 
business  would  be  destroyed  and  the  public  as  well  as  the 
company  caused  to  suffer  hardship  and  inconvenience 
thereby. 

Where  toll  equipment  is  provided,  rural  party  lines 
should  not  be  used  for  tlie  routing  of  toll  messages  between 
exchanges.  The  practice  of  the  defendant  in  charging  the 
same  rental  rate  to  those  rural  subscribers  that  receive  Hot, 
Springs  service  on  the  flat  rate  basis  that  it  charges  to  its 
subscribers  that  do  not  receive  such  service  is  clearly  dis- 
criminatory, and  such  practice  should  be  immediately  dia- 
continned.  The  defendant  should  establish  and  put  into 
effect  a  rate  for  those  subscribers  securing  Hot  Springs 
service  that  is  $1.50  per  year  in  excess  of  higher  than  the 
rate  charged  to  those  subscribers  who  are  not  entitled  to 
Hot  Springs  service  on  the  flat  rate  basis. 

As  conclusions  of  law  from  the  foregoing  facts,  the 
Board  now  hereby  finds  and  decides  that  the  connection  as 
now  established  should  be  maintained  between  the  rural 
line  of  the  W.  G.  Flat  Telephone  Company  and  the  exchange 
in  Hot  Springs  of  the  Peoples  Telephone  and  Telegraph 
Company;  that  a  contract  should  be  entered  into  between 
said  companies  in  which  it  shall  be  provided  that  the  rural 
party  line  subscribers  on  the  line  having  direct  connection 
with  both  exchanges  shall  be  entitled  to  interchange  of 
service  with  Hot  Springs  upon  the  payment  by  the  "W.  Q. 
Flat  Telephone  Company  of  a  switching  rate  of  not  to 
exceed  $2.25  per  year  per  telephone ;  that  if  a  majority  of 
the  subscribers  receiving  service  on  the  line  running  south 
and  west  of  Buffalo  Gap  desire  service  at  Hot  Springs  on 
the  flat  rate  basis,  the  contract  shall  contain  a  provision 
that  such  service  will  be  furnished  upon  the  payment  by  the 
W.  G.  Flat  Telephone  Company  of  a  rate  of  $1.50  per  year 
for  each  and  every  telephone  receiving  service  on  said 
line;  that  the  W.  G.  Flat  Telephone  Company  be  required 
to  establish  and  put  into  effect  a  rental  rate  to  be  paid  by 
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Ihose  subscribers  on  lines  having  exchange  service  with 
Hot  Springs  upon  the  flat  rate  switching  basis  $1.50  per 
year  higher  than  the  rate  charged  to  and  collected  from 
those  subscribers  receiving  service  on  lines  not  entitled  to 
flat  rate  switching  service  ■with  Hot  Springs ;  that  the  tele- 
]>hone  stations  of  its  town  subscribers  in  Buffalo  Gap  be 
detached  from  those  rural  party  lines  receiving  switching 
service  at  Hot  Springs  and  be  attached  to  the  line  or  lines 
installed  for  the  furnishing  of  town  or  exchange  service  in 
Buffalo  Gap ;  that  all  messages  to  Hot  Springs  originating 
at  stations  other  than  those  connected  with  the  switched 
lines  be  routed  over  toll  equipment.  Twenty  days  is  con- 
sidered a  reasonable  time  for  full  compliance  ■with  the 
requii-ements  herein. 

Let  an  order  be  entered  accordingly. 

Done  in  regular  session  at  the  city  of  Pierre,  the  capital, 
on  this  seventeenth  day  of  March,  1919. 

Order. 

In  this  proceeding  the  Board  having  made  a  complete 
investigation  and  on  this  date  filed  its  report  containing 
its  findings  and  conclusions,  and  being  fully  advised  in  the 
premises  and  sufficient  cause  for  this  order  appearing: 

/(  is  ordered,  considered  and  adjudged,  That  the  con- 
nection as  now  established  should  be  maintained  between 
the  rural  line  of  the  W.  G.  Flat  Telephone  Company  and 
the  exchange  in  Hot  Springs  of  the  Peoples  Telephone  and 
Telegraph  Company;  that  a  contract  be  entered  into 
between  said  companies  in  which  it  shall  be  provided  that 
tlie  rural  party  line  subscribers  on  the  line  having  direct 
connection  with  both  exchanges  shall  be  entitled  to  inter- 
change of  sei-vice  with  Hot  Springs  upon  the  payment  by 
the  W.  G.  Flat  Telephone  Company  of  a  switcliing  rate  of 
not  to  exceed  $2.25  per  year  per  telephone ;  that  if  a 
majority  of  the  subscribers  receiving  service  on  the  line 
running  south  and  west  of  Buffalo  Gap  desire  service  at 
Hot  Springs  on  the  flat  rate  basis,  the  contract  shall  con- 
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tain  a  provision  that  such  service  will  be  furnished  upon 
the  payment  by  the  W.  G.  Flat  Telephone  Company  of  a 
rate  of  $1.50  per  year  for  each  and  every  telephone  receiv- 
ing service  on  said  line;  that  the  W.  G.  Flat  Telephone 
Company  be  required  to  establish  and  put  into  effect  a 
rental  rate  to  be  paid  by  those  subscribers  on  lines  having 
exchange  service  with  Hot  Springs  upon  the  flat  rate 
bwitehing  basis  $1.50  per  year  higher  than  the  rate  eharge<l 
to  and  collected  from  those  subscribers  receiving  service 
on  lines  not  entitled  to  flat  rate  si^itehing  service  with  Hot 
Springs ;  that  the  telephone  stations  of  its  town  subscribers 
in  Buffalo  Gap  be  detached  from  those  rural  party  line 
receiving  switching  service  at  Hot  Springs  and  be  attached 
to  the  line  or  lines  installed  for  the  furnishing  of  town  or 
exchange  service  in  Buffalo  Gap ;  that  all  messages  to  Hot 
Springs  originating  at  stations  other  than  those  connected 
with  the  switched  lines  be  routed  over  toll  equipment. 
Twenty  days  is  considered  a  reasonable  time  for  full  com- 
pliance with  the  requirements  herein. 
March  17, 1919. 


In  rv  Application  of  Cavour  Telephone  Exchange  Com- 
pany FOR  Authority  to  In(;rka8E  Rates. 

Ko.  3446. 

Decided  March  26,  1919. 

Jjicreaw  in  BnaineBB,  BasidmM,  Bnral  and  Swltdilng  B»tM  Anthoiized 
—  Increase  in  Terminal  Fee  Denied. 

Report. 
In  this  case  the  telephone  company  makes  application 
for  an  increase  of  its  telephone  rental  rates  at  Cavour. 
The  case  was  beard  at  Huron.  The  telephone  company 
appeared  by  Mr.  G.  W.  Martins,  its  secretary.  The  Cavour 
Southern  Telephone  Company,  a  connecting  company, 
appeared  by  Mr.  Frank  Meyer. 
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IS, 
The  rates  in  effect  at  Cavonr  are  as  follows ; 

Business,  per  month,  per  telephone $1  50 

Residence,  per  month,  per  telephone 1  00 

RurnI  party  line,  per  month,  per  telephone. 1  OO 

Switching  rural  party  line,  per  year 1  00 

Terminal  fee,  per  completed  message 06 

The  company  applies  for  permission  to  put  into  effect 
the  following  schedule: 

Business,  per  month,  per  telephone ^50 

Residence,  per  month,  per  telephone 1  50 

Rural  party  line,  per  month,  p«:  telephone 1  50 

Switching  party  line,  per  year. 5  00 

Terminal  fee,  completed  message 10 

The  company  bases  its  application  for  an  increase  in 
I'ates  on  the  ground  that  under  the  present  rates  it  is 
operating  at  a  loss.  Practically  no  evidence  was  introduced 
at  the  hearing  to  substantiate  its  contention  In  this  regard 
except  a  general  statement  that  the  cost  of  labor  and 
material  had  greatly  increased  and  that  the  present  revenue 
was  insufficient  to  pay  operating  costs  and  properly  main- 
tain the  plant.  The  annual  reports  of  the  company  which 
are  on  file  with  this  Board  were  for  the  purposes  of  this 
case  made  part  of  the  record.  A  careful  examination  of 
these  reports  together  with  the  information  secured  at  the 
hearing  indicate  that  the  company  is  entitled  to  some  relief 
and  it  also  appears  that  the  service  of  the  company  should 
be  further  classified.  The  practice  of  the  compainy  has 
been  to  charge  the  same  rate  for  main  line  service  that  it 
charges  for  party  line  service.  This  practice  should  be 
discontinued  and  rates  established  covering  each  class  of 
service  offered  to  its  patrons. 

The  matter  of  permitting  the  company  to  increase  the 
charge  for  originating  and  terminating  toll  messages  is 
fully  covered  by  the  statute.  Section  6  of  Chapter  289  of 
the  Session  Laws  of  1909,  as  amended  by  Chapter  218  of 
the  Session  Law-s  of  1911,  contains  the  foilowin?  proviso: 

"  That  alt  terminating  fees  for  incoming  or  outgoing  toll  messages 
shall  be  uniform  and  the  maximum  charge  on  each  incoming  or  outgoing 
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telephone  messagre  shall  not  exceed  5  cents  for  any  message  originating 
or  terminating  in  this  state  unless  otherwise  ordered  by  the  Board  of 
Railroad  Commissioners,'' 

The  question  of  the  reasonableness  of  this  compensation 
has  been  before  us  in  former  actions.  No  evidence,  how- 
ever, has  been  submitted  in  this  or  any  other  case  that 
woidd  warrant  this  Board  in  authorizing  a  higher  or  dif- 
ferent basis  of  compensation  than  that  fixed  in  the  statute. 
The  request  of  the  company  that  it  be  permitted  to  charge 
a  10  cents  terminal  fee  is  denied. 

In  the  application  we  are  asked  to  approve  a  rate  of 
$5.00  per  year  per  telephone  for  the  switching  of  rural 
party  telephone  lines.  The  company  is  now  charging  $1.00 
per  year  per  telephone  for  such  service.  No  testimony  was 
offered  in  justification  of  the  $5.00  rate.  The  rate  now 
charged  is  clearly  unremunerative  and  some  increase  in 
this  rate  should  be  made.  Section  8  of  Chapter  289  of  the 
Session  Laws  of  1909  provides  among  other  things  that  the 
maximum  charges  for  switching  shall  not  exceed  25  cents 
per  month  for  each  instrument  on  any  rural  party  line  con- 
nected with  an  exchange. 

Prom  the  evidence  it  appears  that  the  Logan  Banner 
Telephone  Company  operates  a  rural  party  telephone  line 
that  is  connected  by  means  of  a  farm  switch  i^-ith  the  line 
of  the  Cavour  Southern  Telephone  Company.  It  is  not 
dear  whether  this  company  receives  switching  service  at 
the  exchange  in  Cavour  or  not.  If  such  switching  is 
secured,  a  contract  with  the  Logan  Banner  Telephone  Com- 
pany on  the  basis  of  not  to  exceed  $1.50  per  year,  per  tele- 
l)hone,  should  be  executed  and  a  certified  copy  of  such  con- 
tract filed  with  this  Board,  Under  the  rules  in  effect  in 
this  State,  the  switching  charges  covering  a  line  that  has 
direct  connection  with  two  exchanges  may  not  exceed  $2.25 
per  year  per  telephone  at  either  exchange,  and  where  a 
line  receives  exchange  service  through  or  by  means  of  a 
necessary  farm  switch,  the  charge  may  not  exceed  $1.50 
per  year  per  telephone. 

After  a  careful  consideration  of  all  of  the  evidence  in 
this  case,  we  are  of  the  opinion  and  find  that  the  Cavour 
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Telephone  Exchange  Company  should  be  authorized  to 
establish  and  put  into  effect  the  following  schedule  of  tele- 
phone rental  rates: 

Main  line,  buBiness,  per  month,  p«r  telephone $2  00 

Party  line,  bneiness,  per  month,  per  telephone 1  75 

Main  line,  residence,  per  month,  per  telephone 1  50 

Party  line,  residence,  per  month,  per  tnlephooe 1  '25 

Rural  party  line,  per  month,  per  telephone 1  "25 

Switching  party  line,   one   exchange   only,   per  year,   per 

telephone 3  00 

Switching  party  line,  two  exchanges,  per  year,  per  telephone.  2  25 
Switching  party  line,  throt^h  farm  switch,  per  year,  per 

telephone 1  30 

Said  rates  to  be  made  effective  on  and  after  April  1,  1919. 

An  order  will  be  entered  accordingly. 

Done  in  regular  session  at  the  city  of  Pierre,  the  Capital, 
on  this  twenty-sixth  day  of  March,  1919. 

Obdeh. 

In  this  case,  the  Board  having  completed  its  investiga- 
tion and  on  this  date  filed  its  report  containing  its  findings 
and  conclusions,  and  being  fuUy  advised  in  the  prenuses 
and  sufficient  cause  for  this  order  appearing: 

It  is  ordered,  considered  and  adjudged,  That  the  Cavour 
Telephone  Exchange  Company  be,  and  it  hereby  is,  author- 
ized to  establish  and  put  into  effect  at  Cavqjir,  effective  on 
and  after  April  1,  1919,  a  schedule  of  rates  as  follows : 

Main  line,  business,  per  month,  per  telephone $2  00 

Party  line,  huKiness,  per  month,  per  telephone 1  75 

Main  line,  residence,  per  month,  per  telephone 1  50 

Party  line,  residence,  per  month,  per  telephone 1  25 

Baral  party  line,  per  month,  per  telephone 1  SS 

Switching  party  line,  one  exchange  only,  per  year,  per 

telephone 3  OO 

Switching  party  line,  two  exchanges,  per  year,  per  telephone.  2  25 
Switching  party  line,  through  farm  switch,  per  year,  per 

telephone  1  50 

March  26,  1919. 
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WASHINGTON. 
Public  Service  Oommission. 

Public  Rervute  Commission  et  al.  v.  The  Pacific  Tele- 
phone AND  Telegraph  Company  and  Albert  S.  Burle- 
son, Postmaster  General  of  the  United  States,  as 
Director  of  Telegraph  and  Telephone  Systems, 

Public  Service  Commission  of  Washington  et  al.  v.  The 
Home  Telephone  and  Tf,legraph  Company  of  Spokane, 
and  Albert  jS.  Burleson,  Postmaster  General  of  the 
United  States,  as  Director  of  Telegraph  and  Tele- 
phone Systems. 

No.  4747  Consolidated. 

Decided  March  20,  1919. 

Increaae  in  Exdutnge  Batea  Antiiorlsed  —  Contract  B«tWMii  PoBtniMtmr 

Oeueral  and  Bell  Bystam  Oonaidar«d  —  OompaiiBOB  Hade  With 

Bates  Oharied  in  Othm  Oitiea. 

On  November  6,  1918,  Tlie  Home  Telephone  snd  Tel^rraph  Coropaay 
of  Spokane  wbicb  had  been  taken  over  by  tbe  President  on  Jaly  31,  1918, 
under  the  Resolation  of  Congress  of  July  16,  1918,  and  platted  by  tbe 
President  in  tbe  hands  of  the  Postmaster  Qeneral,  filed,  with  the  approval 
of  the  Postmaster  General,  a  tariff  of  rates  which  would  generally  increase 
the  exchange  rates  of  the  Home  company  in  the  city  of  Spokane.  The 
effective  date  of  this  schedule  was  originally  fixed  as  November  15,  1918, 
but  was  subsequently  chained  by  the  Postmaster  General  to  December  6, 
1918,  and  the  Commission  was  asked  by  the  Postmaster  General  to  pro- 
ceed to  hear  complaints  in  accordance  with  the  regular  procedure  and  to 
dispose  of  the  case  in  the  retrular  way.  On  February  13,  1919,  tbe  Com- 
mission rendered  its  finding  of  fact,  opinion  and  order  *  in  the  ease  of 
the  Pacific  company,  excluding  the  Home  company. 

The  Commission  considered  the  contract  of  tbe  government  with  the 
Bell  System,  wbicb  contract  involved  the  approval  of  the  4%  per  OAut. 
payment,  and  also  considered  tbe  value  of  tbe  property  of  The  Home 
Telephone  and  Telegraph  Company,  tbe  operating  revenues  and  expenses 
based  on  tbe  present  and  proposed  rates,  the  return  to  be  received  by  the 
company  under  the  compensation  agreement,  the  probable  reduction  in 

*  See  Commission  Leafiet  No.  88,  p.  1601. 
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[Wash. 
toll  revenues,  resulting  from  the  collection  of  the  toll  rates  pr^cribed 
in  Order  No.  2495  of  the  Postmaster  General,  and  the  increased  wKgs^ 
paid  the  operators  and  other  employees. 

Held:  That  taking  into  consideratioa  the  number  of  telephones,  the 
loss  in  development  and  the  population  of  Spokane  as  compared  with 
Seattle  and  Tacoma,  the  proposed  sdiedule  was  out  of  balance  with  the 
rates  in  Seattle  and  Tacoma  and  the  rates  were  unjust  to  the  Spo^nr 
patrons ; 

That  the  modified  schedule  of  rates  filed  hy  the  Home  company  on 
March  10,  1919,  was  just  and  reasonable  and  should  be  approved,  said 
rates  being  $7.50  for  individual  business  service,  flat  rate,  $5.50  for  indi- 
vidual basiness  service,  measured  rate,  $4.50  for  individual  business  pre- 
pay service,  $3.25  for  individual  residence  service,  $2.50  for  two-party 
residence  service,  and  $2.00  for  four-party  residence  service;  desk  sets 
in  all  cases  to  he  25  cents  in  excess  of  the  rates  previously  quoted  for 
wall  sets; 

That  Opportunity  should  be  considered  as  within  the  primary  rate  area 
of  Spokane,  with  like  rates; 

That  the  effective  date  of  said  tariff  as  modified  should  be  April  1,  1919. 

.  Opinion  and  Oeder. 

These  causes  eaine  on  for  hearing  at  Olympia,  Washing- 
ton, at  the  hour  of  one  o'clock  p.  m.,  on  Wednesday,  the 
fifteenth  day  of  January,  1919,  before  Chairman  E.  F. 
Blaine  and  Commissioners  A,  A.  Le'wis  and  Prank  R. 
Spinning.  The  Commission  was  represented  by  H.  H. 
Cldand,  assistant  attorney  general;  D.  F.  McCurrach, 
its  chief  engineer;  and  E.  D.  Ridley,  accountant;  E.  J. 
Delbridge,  official  reporter  of  the  Commission,  was  also 
present 

The  parties  were  represented  as  follows : 

Complainants:  City  of  Seattle,  Walter  F.  Meier,  cor- 
poration counsel,  by  Thomas  J.  L.  Kennedy,  assistant  cor- 
poration counsel;  Thomas  F.  Murphine,  J.  J.  O'Brien  and 
E.  D.  Wettrick;  City  of  Spokane,  Alex  Winston,  assistant 
corporation  counsel ;  C.  M.  Fassett,  mayor ;  and  H.  C.  Ben- 
der, superintendent  of  public  utilities;  City  of  Tacoma, 
U.  E.  Barynon,  corporation  counsel ;  City  of  Yakima,  Judge 
Thomas  E.  Grady;  City  of  Ritzville,  C.  A.  Sprague. 

Respondents:  H.  D.  Pillsbury,  vice-president  and  gen- 
eral attorney ;  J.  T.  Shaw,  attorney ;  Otto  B.  Rupp,  Seattle, 


DigilizcdbyGOOglc 


Pub.  Service  Com.  et  al.  v.  The  Paclfic  T.  &*r.  Co.  et  al.  1T20 

C.  L.  89] 

attorney;  C.  E.  Fleager,  plant  engineer;  A.  E.  Boyles, 
assistant  rate  expert;  E,  J.  Fisher,  assistant  rate  expert; 
ir.  D.  Moore,  plant  superintendent,  Western  Division  of 
Wasliington ;  H.  J.  Tinkham,  division  superintendent  of 
plant,  The  Pacific  Telephone  and  Telegraph  Company  for 
Eastern  Washington  and  for  The  Home  Telephone  and. 
Telegraph  Company  of  Spokane;  C.  E,  Hickman,  general 
manage]'  for  The  Home  Telephone  and  Telegraph  Com- 
pany of  Spokane;  W.  J.  Phillips,  division  conunercial 
fciiperintendent  of  The  Pacific  Telephone  and  Telegraph 
Company;  and  J.  H.  Corcoran,  division  traffic  superin- 
tendent of  The  Pacific  Telephone  and  Telegraph  Company. 

The  following  witnesses  being  sworn  and  examined,  C.  E. 
Fleager,  K.  J.  Fisher,  W.  W.  Hardinger,  W,  D.  Moore,  J.  J. 
O'Brien,  E.  D.  Ridley,  A.  E.  Boyles,  C.  A.  Sprague,  C.  O. 
Calderhoad,  C.  E.  Hickman,  C.  M.  Fassett. 

Subsequent  to  the  above-mentioned  hearing,  the  Com- 
mission rendered  its  findings  of  fact,  opinion  and  order*  in 
Ihe  case  of  The  Pacific  Telephone  and  Telegraph  Company, 
excluding  The  Home  Telephone  and  Telegraph  Company  of 
Spokane;  the  Commission  stating  in  its  opinion  that 

"  We  are  led  to  believe  from  the  testimony  that  the  proposed  increase 
of  rates  of  The  Home  Telephone  and  Telegraph  Company  of  Spokane 
was  not  so  folly  considered  as  it  should  have  been  and  before  rendering 
a  decision  in  that  case  it  is  probable  that  farther  testimony  should  be 
taken.  The  Oovemment,  however,  in  dealing  with  The  Pacific  Telephone 
and  Telegraph  Company,  has  considered  the  Coast  as  a  whole  and  bad 
we  considered  Symkane  in  this  opinion  and  calculated  the  return  in  that 
city  based  upon  the  Postmaster  General's  proposed  tariff,  our  figures 
wotild  materially  change.  The  $179,847  mai^n  would  shrink  to  Wfl,881. 
If  in  a  further  consideration  oi  the  Spokane  situation  the  Postmaster 
General's  tarilT  for  that  city  should  be  modified  and  substantially  reduced, 
the  $40,881  may  disappear."! 

The  causes  came  on  for  further  hearing  at  Spokane. 
Washington,  March  10, 1919,  before  Chairman  E.  P.  Blairie 
and  Commissioners  A.  A.  Lewis  and  P'rank  R.  Spinning; 
E.  J.  Delbridge  officially  recording  the  proceedings. 


*  See  Commission  Leaflet  No.  88,  p.  1501. 
t  See  Commission  Leaflet  No.  88,  p.  1528. 
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Tlie  parties  were  represented  as  follows : 

City  of  Spokane,  J.  M.  GeragMy,  corporation  counsel; 
Alex  Winston,  assistant  corporation  counsel;  and  C.  M. 
Fassett,  niayor. 

Respondents,  J.  T.  Shaw,  their  attorney;  C.  E.  Hickman, 
general  manager  of  The  Home  Telephone  and  Telegraph 
Company  of  Spokane;  C.  E.  Fleager,  plant  engineer;  and 
A.  E.  Boyles,  assistant  rate  expert. 

Further  testimony  was  taken  and  the  Commission  bein^ 
fully  advised  in  the  premises,  makes  the  folio-wing  findings 
of  fact  from  the  testimony  and  proofs  concerning  The 
Home  Telephone  and  Telegraph  Company  of  Spokane  and 
the  Postmaster  General. 

Findings  op  Fact. 
I. 
The  Home  Telephone  and  Telegraph  Company  of 
Spokane  is  a  corporation  o^Tiing  a  telephone  and  telegraph 
system  in  the  city  of  Spokane;  and,  as  such  corporation,  on 
and  prior  to  the  thirty-first  day  of  July,  1918,  was  operating 
such  telephone  and  telegraph  system  for  hire  in  said  city. 

II. 

Resolution  of  Congress. 
July  16,  1918,  the  Senate  and  House  of  Representatives 
of  the  United  States  of  America,  by  joint  resolution, 
authorized  the  President  of  the  United  States  to  take  pos- 
session, control  and  operate  all  telephone  and  telegraph 
lines  in  the  United  States. 

HI. 
PnEsiDENT  Assumes  Control. 
July  31,  1918,  the  President  of  the  United  States,  under 
and  by  virtue  of  the  joint  resolution  mentioned  in  the  pre- 
ceding paragraph,  did  assume  possession  and  control  and 
did  undertake  the  operation  of  all  the  telephone  and  tele- 
graph lines  in  the  United  States. 


DigilizcdbyGOOglc 


Pub.  Service  Com.  et  al.  v.  The  Pacific  T.  &  T.  Co.  et  al.  1731 

:..  89] 

IV. 

Proposed  Tariffs  Filed. 
November  6,  1918,  The  Home  Telephone  aiid  Telegraph 
Company  of  Spokane,  with  the  approval  of  the  Postmaster 
General,  filed  -with  this  Commission  certain  tariffs  num- 
bered W.  P.  S.  C.  No.  2,  bearing  the  notation  "  Effective 
November  15,  1918,  miless  and  until  otherwise  ordered  by 
the  Postmaster  General  of  the  United  States,  or  otherwise, 
according  to  law,"  which  tariffs,  if  effective,  would  gen- 
erally increase  the  exchange  rates  of  The  Home  Telephone 
and  Telegraph  Company  in  the  City  of  Spokane. 

V. 

Protests  Against  Tariffs. 
Immediately  following  the  filing  of  said  W.  P.  S.  C.  No,  2 
various  protests  were  entered  against  the  proposed  increase 
in  rates,  and  telegrams  and  letters  relative  thereto  were 
exchanged  between  the  Postmaster  General  and  the  Public 
Service  Commission  of  Washington. 

VI. 

Instructions  from  Postmastk,r  General. 
November  27,  1918,  The  Public  Service  Commission  of 
Washington  received  from  the  Postmaster  General  a  tele- 
gram, stating  among  other  things  as  follows: 

■'  K«plying  to  your  telegram  twentj-sisth  apparently  sent  before  you 
received  my  telegram  of  same  date  please  strike  out  from  rate  schedule 
filed  on  November  6  the  date  November  15  and  substitute  December  6 
as  the  efEecfive  date.  Plensc  proceed  to  hear  complaints  in  accordance 
with  your  n^ular  procedure  and  dispose  of  the  matter  in  the  reg:ular 

YU. 

Cn&LLF.SGE  TO  JUBISDinTION. 

Practically  at  the  opening  of  the  hearing  in  this  cause 
the  Assistant  Corporation  Counsel  of  Seattle,  speaking  on 
behalf  of  the  city  of  Seattle  and  other  cities,  asserted; 

"  We  want  to  present  right  here  our  ehatlengie  to  the  jurisdiction  of 
this  body  (The  Public  Service  Commission  of  Washington)  to  sit  in  any 
capacity." 
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November  29, 1918,  the  CommiBsion  suspended  the  opera- 
tion of  said  tariffs  and  on  January  23, 1919,  and  Febroary 
20,  1919,  made  further  suspensions  of  the  same." 

IX. 

Contract  of  Government  With  Bbll  System. 

October  4, 1918,  the  American  Telephone  and  Telegraph 
Company,  in  behalf  of  itself  and  each  constituent  company 
of  the  Bell  System  thereafter  joining  therein,  made  a  pro- 
posal offering  to  accept  the  just  compensation  named  in 
such  proposal  for  the  supervision,  possession,  control  and 
operation  of  the  Bell  System  taken  by  the  President  of  the 
United  States  at  twelve  o'clock,  midnight,  on  July  31, 1918: 
said  proposal  being  accepted  October  5,  1918,  by  the  Post- 
master General  by  Order  No.  2085. 

October  14,  1918,  The  Pacifle  Telephone  and  Telegraph 
Company,  in  writing,  indicated  to  the  Postmaster  Genera! 
its  purpose  to  join  in  and  that  it  did  join  in  said  proposal. 

December  5,  1918,  in  furtherance  of  said  proposal,  an 
understanding  was  entered  into  between  the  American 
Telephone  and  Telegraph  Company,  under  and  by  virtue 
of  which.  The  Pacific  Telephone  and  Telegraph  Compjiny 
was  to  receive  from  the  general  compensation  awarded  the 
Bell  System  an  annual  amount  of  $4,233,233,  subject  to 
corrections  for  errors  in  computations.  'Said  amount  is, 
however,  subject  to  change  to  meet  future  conditions 
although  not  in  a  substantial  manner.  The  contract  between 
the  Postmaster  General  and  the  Bell  System  and  the  agree- 
ment between  the  Bell  System  and  The  Pacific  Telephone 
and  Telegraph  Company  provides  for  an  annual  deprecia- 
tion of  5.72  per  cent,  as  applied  to  the  book  value  of  the 
l)roperty.  The  compensation  to  the  Bell  System  as  set  out 
in  Section  7  of  the  contract  between  it  and  the  Postmaster 
General  is  as  follows : 

"  Seotion  7,  (a)  The  Postmaster  General  shall  pay  to  the  American 
company  for  each  year,  and  pro  rata  for  each  fractional  part  of  a  year 


•  Sra  Commission  Leaflet  No.  87,  p.  1142,  and  Commission  Leaflet  Xo. 
i8,  p.  1572. 
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during  the  period  of  Federal  control,  an  amount  equal  to  the  sum  of  the 
following  four  items:  item  (1)  the  annual  interest  and  existing  amortiza- 
tion chaises  on  all  outstanding  securities  or  obligations  of  the  Bell 
System  in  the  hands  of  the  public,  including  $48,367,200  of  the  American 
company's  seven-year  6  per  cent,  convertible  gold  bonds,  dated  August 
1,  1918,  due  August  1,  1925,  item  (2)  dividends  for  the  period  of  one 
year  upon  the  share  capital  of  the  Bell  System  outstanding  Jnly  31, 
1918,  in  the  hands  of  the  public,  at  the  average  rate  of  regular  dividends 
paid  thereon  during  the  three  years  ending  December  31,  1S17,  which 
items  (1)  and  (2)  aggregate  $65,148,641,  subject  to  corrections  for  errors 
in  computations,  if  any,  item  (3)  the  aimaal  charge  for  interest  and 
dividends  and  other  costs  of  securing  necessary  additional  capital  for 
such  expenditures  as  may  be  made  at  the  request  of  the  Postmaster  Gen- 
eral, and  item  (4)  the  annual  charge  for  such  interest  and  dividends  aa 
the  Bell  System  may  be  required  to  pay  on  new  securities  or  share  capital 
issued  for  the  discharge,  conversion  or  renewal  of  present  obligations, 
including  siukii^  fund  obligations,  and  for  additional  interest  and  charges 
to  secure  extensions  on  existing  securities. 

(b)  The  said  compensation  shall  be  pEud  to  the  American  company 
in  monthly  installments  on  the  last  day  of  each  calendar  month  during 
the  period  of  Federal  control,  eJteept  that  installments  which  have  accrued 
prior  to  the  acceptance  of  this  proposal  shall  be  payable  at  the  date  of 
such  acceptance;  such  paj'ments  to  the  American  company  to  operate  to 
fully  satisfy  and  discharge  all  claims  of  the  constituent  companies  and 
each  of  them  on  account  of  the  amounts  so  paid. 

If  any  constituent  company  sliall  fail  to  join  in  this  proposal,  as 
provided  by  Section  12  hereof,  the  following  deductions  shall  be  made 
from  the  above  mentioned  items  (1)  and  (2). 

(1)  There  shall  be  deducted  an  amount  equal  to  the  annual  interest  and 
existing  amortization  charges,  on  all  outstandii^  securities  or  obligations 
of  such  non- joining  constituent  company;  and 

(2)  There  shall  be  deducted  an  amount  equal  to  dividends  for  th« 
period  of  one  (1)  year,  at  the  average  rate  paid  during  the  three  (3) 
years  ending  December  31,  1917,  upon  the  share  capital  of  such  non- 
joining  constituent  company  outstanding  on  July  31,  1918." 

X. 

Four  and  One-half  Per  Cent.  Contract. 
Between  the  Bell  System  and  its  constituent  companies 
there  has,  for  many  years,  existed  what  is  knowTi  as  the 
4V^  per  cent,  contract.  This  contract  is,  recognized  and 
made  a  part  of  the  a^eement  between  the  Bell  System  and 
the  constituent  companies  joining  and  the  Postmaster 
Genera  1. 
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XI. 

The  book  value  of  the  plant  of  the  Pacific  Telephone  and 
Telegraph  Company  system  as  of  December  31,  1917,  is  as 
follows : 

Real 

gtlaU  Plant  Total 
Washington    (mcluding   The   Home    Tele- 

phoQeATelegraphCompBoyofSpokane)  11,652,415  117,551,367  S19.203.7fC! 

Oregon 1 ,050,729  9.516,167  10.566.896 

Idftbo 341 ,  187  341  .IK" 

Nevadm 559  825,458  826.017 

Cklifonu 4,958.537  60,019.003  64.977.»» 

TOTAL r, 662,240    188,253,182    $95,913,422 


XL 

There  has  been  a  physical  union  of  the  telephone  plants 
of  the  old  Home  automatic  and  the  Pacific  manual  in 
Spokane  and  vicinity.  In  such  consolidation,  property  of 
the  Automatic  of  the  value  of  $423,000  has  been  eliminated 
as  not  used  and  useful. 

As  of  December  31,  1914,  the  Conmiission  valued  the 
manual  system  at  $3,387,264.86.  The  subsequent  net  plant 
additions  are  as  follows: 

1915  $125,565  14 

1916   127,967  00 

1917   3.937  00 

1918  (9  months) 'l.OW  00 

Total  ADDirrOKS $254,465  14 

Tot.vl  Value,  Isclcdiko  Additioss $3,641,730  (*<» 


*  Dednction. 

In  these  net  additions  to  plant  there  is  included  $132,000  oi 
l)ro])erty  of  the  Automatic  system  as  used  and  useful.  For 
the  purpose  of  this  hearing  we  deem  $3,641,730  as  the  fair 
value  of  the  pro])erty  used  and  useful  in  rendering  tele- 
phmiio  service  in  Spokane  and  vicinity  by  The  Home  Tele- 
phone and  Telegraph  Company  of  Spokane. 
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xni. 

The  earnings,  operating  expenses  and  per  cent,  earned 
on  the  above  average  plant  values,  including  30  per  cent, 
toll,  are  as  follows: 


1916 

$546,661  84 

33,618  37 

B         11,743  16 

25,897  43 

me 

S«81,234  73 
64,247  40 
14,088  15 
32,135  12 

1917 

$734,142  47 

57,755  79 

15,402  44 

36,175  74 

Nine  Month* 
1918 
$563,384  75 
40,099  03 
16,608  44 
26,438  40 

1666,015  04 

$717,435  16 

$772,124  96 

$583,653  82 

.   S332,201  10 
35,451  47 
300,819  47 

1392,489  05 
23,971  81 
208,139  18 

$443,488  34 
53,439  36 
208,364  38 

$498,498  24 
36,122  85 
156,230  21 

TOTAi. $568,472  04  $624,600  04  $705,291  98  $890,851  30 

Amouutewtwd *2,456  10  92,835  12  66,832  98  *107,ig7  48 

Average  plant  value..  3,510,830  00  3,638,797  00  3,642,734  00  3,641,730  00 

Per  cent,  earned *.70  2.55  1.83  *2.94 


*  Indicates  red  figuiea. 

XIV. 
The  data  set  forth  in  paragraphs  XI.  to  XIII.  inclusive 
was  gathered  by  the  experts  of  the  Public  Service  Commis- 
sion of  Washington  from  the  books  of  The  Home  Telephone 
and  Telegraph  Company,  and  the  annual  report  to  this 
Commission.  Set  up  in  another  form  and  covering  some- 
what different  period  of  operation,  The  Home  Telephone 
and  Telegraph  Company  has  produced  and  introduced  aa 
evidence  the  following  schedules  which  form  part  of  the 
proofs  in  this  case. 

Bate  Ba^e,  Yeak  1919. 

Commission  deciBion  of  December  31,^1914 $3,387,265 

Thia,  inclusive  of  property  already  in  place,  used  and  use- 
ful to  consolidated  service  is  as  of  December  31,  1916. . . .        3,613,441 

Net  additions,  year  1917 28,047 

Estimated  net  additions,  year  1918 9,900 


TOTAL,  DECEMBER  31,  1918 $3,651,388 

Estimated  net  additions,  year  1919 34,800 


,    DECEMBER   31,    1919.. 


Average,  year  1919 $3,668,788 
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[V: 

XV. 
The  Houe  Telephokx  and  Telegraph  Coupakt  of 

SpOKAKE,  WdkSHItlOTOS 

NsT  Auditions,  Teas  1917 

ComeM 

AudOor't               Iltmt  Kn 

Slatrmtnt                 to  AMitiau 

Ytar  i$n             Dtduet  Year  tm 

Exchange  right  of  w^ SI  6  74       |1S  74 

Uud 35,486  75'    t$35,544  79*  58  M 

Buildnsa 864  19      964  19 

CBDtnl  office  equipment 3,463  13*       {8,058  85*  4,60a  72 

StatUD  equipment 15,408  87              t35  82*  15,444  «S 

Exchange  pole  linee 4,3SS  35         12,212  49*  G,60O  St 

ExchuRe  aerikl  ckble 14,987  06*      111,409  08*  3,577  96* 

ExduuMSe  lerl^  wire 3,730  75                123  73*  3,751  4S 

Exchange  underground  conduits 2,838  32              {597  47*  3,435  79 

Exchange  underground  oable 40,917  47*      {16,21176*  24,705  71* 

Tollpolelinea 17,034  57        tl5,14S  00  1,889  97 

ToU  aerial  wire 16,580  23        tl9,606  00  3,025  TT' 

Toll  underground  conduits 3298       329S 

ToU  undeiground  cable 28,804  97         tIO,3fl6  00  18,438  97 

Office  furniture  and  axtures 8698       8698 

General  abop  equipment 8580      8580 

General  storo  equipment 916  10      916  10 

General  stable  and  garage  equipment ,           2,420  85       2,420  &' 


General  tools  and  implemmta 83630       83636 

Interest  during  constniction 426  86 426  S6 


Miscellaneoua  eoustruetion  expendi- 
Construction  work  in  progreea. . 


S28,B76  99*      rS,OW  66 


*  Indicates  red  Ggun«, 

t  Entries  of  auditor  per  letter  June  29,  1917,  acoDunt  errora  origfaial  entry. 
{  Amounts  of  former  Home  plant  nmoved,  traaled  hy  the  eompanjt  in  apptaiaal  d 
1917  as  not  used  and  usefuL 
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XVI. 

The  Houe  Telephone  and  Teleqraph  Coupant  or 
Spokane,  Wabhikgtoh 
Estimated  Net  Additions  to  Pi^nt  and  Equipment 


Exchange  right  of  way.. 


Central  office  equipment 

Station  equipment    

Exchange  pole  line. 

Exchange  aerial  cable 

Exchange  aerial  wire 

Exchange  undei^round  conduits. . 

Exchange  underground  cable 

Toll  pole  lines 

Toll  aerial  wire 

Intei'est  daring  construction 

Construction  work  in  prepress. , . . 


*  Indicates  red  Qgoraa. 


Year  1918 

Year  1919 

$100 

$400 

600 

6,900 

7,000 

7,500 

13,000 

3,000 

5,000 

100 

1,500 
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XVII. 

The  Home  Telephone  and  Telegraph  Company  of 
Spokane,  Washinotom 

Revenues  and  Expenses 
Yeab  1919 

Based  on  Present  Rates 
Revenues: 

Exchange  service  revenues $728,000 

Toll  service  revenues 58,000 

Miscellaneous  operating  revenues 17,000 

License  revenue,  Dr 54,300' 

TOTAL  $769,200 

Expenses : 

Plant $317,400 

Traffic  313,000 

Commercial 68400 

General    24,500 

Uncollectible  ". 5,800 

Taxes  53,400 

Rent  deducted  for  telephone  office 1,000 

Rent  deducted  C.  P.  &  0.  S 500 

Amortization  of  landed  capital 400 

TOTAL   $784,100 

Balance  net  revenue 14,900" 

Compensation  for  property 222.716 

Mai^n  to  U.  S.  Government  over  total  operations 237,616* 

Rate  base  3,668.788 


•  Indicates  red  Dgures. 
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xvni. 

The  Houe  Teuipboni:  and  Teleqbapb  Coupant  of 
Spokane,  Washinqton 

Revenubb  and  Expenses 
Year  1919 

Based  on  Fboposbd  Bate.8. 
Revenues: 

Exchange  service  revenues  $831,000 

Toll  service  revenues 58,800 

Misceltaneooa  operating  revenues 16,900 

Licensee  revenue,  Dr 38,860* 

total  $867,850 

Expenses: 

Plant   , $317,400 

Traffic    313,000 

Commercial 68,100 

General    24,500 

Uncollectible 5,800 

Taxes  53,400 

Rent  deducted  for  telephone  office 1,000 

Rent  deducted  for  C.  P.  &  0.  S 500 

Amortization  of  landed  capital 400 

TOTAL  $784,100 

Balance  net  revenue 83,750 

Compensation  for  property 222,716 

Margin  to  U.  S.  Government  over  total  operations 138,966* 

Rate  base    3,668,788 


*  Indicates  red  flgnres. 
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XIX. 

Ths  Home  Tblephoke  and  Telegbapu  Coupaha-  of 

Spokane,  Washihoton 

Estimated  Revendbs.amd  £xpi;kseb 

1018  1B19  1911 


PrettiU 

Propoud 

Rata 

JlKTMM 

(a) 

(t) 

ic) 

()«.rW) 

1750,000 

rzs.ooo 

$831,000 

ISl.CCO 

17.000 

17,000 

16,000 

•35,100 

•34,300 

•38,850 

T^ftffie 

Gommercial 

VaBoVDciaik'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'/.'.'/. 

TaxeB 

Bent  deducted  teleidMue  offices. . 

Rent  deducted  C.  P.  4  O.  8 

AaortiiatiDn  of  landed  ospital . .  . 


TOTAL J747,e00    P84,100    $784,100     $36,S00 

BaUnoe  net  revenue $37,700     *$14,d00      $83,750      $46,030 

Compenaatioii  (or  property 222,716      222,716  

Mkigin  to  U.  8.  Government  over  total 

operfttknu '237,616    •138,966  

lUtebAse 3,646,438  3,668,788  3,668,788  

*  Indic&tet  red  &gures. 

XX. 

The  Home  Telephone  and  Telegraph  Company  or 
Spokane,  Washington 

Compensation  ab  op  Joly  31,  1918. 
Compensation: 

Interest  on  bonds $150,000 

Debt  discount  and  expense 3,&40 

Other  interest 68,876 
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XXI. 
Rkturn  Under  Compensation  Agreement. 
The  book  value  of  the  holdings  of  The  Pacific  Telephouf 
and  Telegraph  Company's  Pacific  Coast  System  is  $95,- 
915,422.  The  eoiiipensation  to  be  allowed  for  the  com- 
pany's Pacific  Coast  holdings  is  $4,233,233,  or  a  rate  of 
return  of  4.41  per  c€nt. 

XXII. 

Pbrubntagb  of  Increase  Proposed. 

The  estimated  percentage  of  increased  rates  on  exchange 

service  under  Tariff  W.  P.  S.  C.  No.  2  is  16.8  per  cent,  for 

the  state. 

XXIII. 
REDUtrnoN  in  Totx  Rates. 
On  December  18,  1918,  the  Postmaster  General  promul- 
gated his  General  Order  No.  2495  to  become  effective  Janu- 
ary 21,  1919,  under  and  by  virtue  of  which  he  did.  In  sub- 
stance, establish  a  new  schedule  of  toll  rates,  which,  among 
other  things,  lengthened  the  initial  period  of  certain  calls 
and  provided  reduced  night  rates,  the  effect  of  which  is  to 
reduce  the  toll  service  income  and  this  reductiou  is  esti- 
mated at  $68,851  for  the  year  1919. 

XXIV. 
Increased  Wages. 
As  of  October  16, 1918,  the  wages  of  all  operators  of  Tlie 
Pacific  Telephone  and  Telegraph  Company  and  The  Home 
Telephone  and  Telegraph  Company  of  Spokane  were 
advanced  20  per  cent.,  estimated  $300,000  for  the  year  1919. 
This  advance  did  not  greatly  affect  the  operating  expenses 
of  1918  but  will  materially  increase  the  operating  expenses 
of  1919.  We  find  no  advance  in  the  salaries  of  officials  and 
heads  of  the  principal  operating  departments.  During  the 
war  period  there  has  been  a  constant  increase  in  cost  of 
material.  The  evidence  tends  to  show  that  while  there  may 
be  a  drop  in  raw  material  no  appreciable  lowering  of 
prices  is  anticipated  in  manufactured  articles  during  the 
immediate  future. 
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XXV. 

Service  Intebtigations. 
Preceding  the  hearing  in  this  cause  the  Coimnissiou 
institnted  a  study  of  the  telephone  service  in  various 
exchanges  in  the  State  with  the  following  result : 

Telephonz  Skrtice  Tbsts,  Deceuskb,  1918. 


Loealuin 
Aberdeen 


Optraior  CaOed  Party    Optratar 

Anmert 

Atuaen     Dueomtab 

0!CeU» 

3wo»fa         Stand, 

41 

3.98 

26,22            4.07 

26 

3.8S 

.  28.58           3.8S 

8 

36 

4.22 

25.14           4.55 

24 

4-08 

38-46           4.88 

72 

4.22 

42 

4.43 

25. S9           4.66 

Olynqna 

Spokuie 

Se&ttk 

Vaocouver, . 


At  the  instance  of  the  Commission  several  well-known 
firms  in  the  State  of  Washington  made  a  test  of  their  tele- 
phone service,  among  others  being  The  McClintock-Trunkey 
Company;  wholesale  grocers,  Spokane.  They  report  as 
follows : 

"  We  have-  called  up  six  different  business  firms  at  int«rTals  between 
ten  and  twelve  o'clock  this  morning,  Froni  the  time  the  Home  company 
operator  accepted  the  call  until  the  operator  at  the  other  end  of  the  line 
responded  it  was  as  follows : 

Maxwell  21 13  seeonds 

Maxwell  1442 10  secoiids 

Riverside  61 10  seeondi 

Riverside  2364 18  s 

Riverside  123    11  s 

Main  183  10  seconds 

We  consider  this  most  excellent  serriee." 

Holley-Mason  Hardware  Company  of  the  same  place 
after  making  a  test  states: 

"  We  conuder  the  telephone  serriee  very  satisfactot;  and  have  no  «xn- 
ptaint  to  make  eo  far  as  service  is  concerned,  bat  we  do  feel  that  the 
chaises  are  more  than  they  should  be." 
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Burroughs    Adding    Machine    Company    of    Spokane, 
reports  the  following  time  in  getting  central : 

S  seconds  4  seconds 

35  seconds  2  seconds 

4  seconds  fl  seconds 

John  W.  Qraham  and  Company,  of  Spokane,  concludes : 

"  We  consider  the  telephone  service  entirely  satisfactory,  and  have  no 
cgmplaint  to  make  so  far  as  service  is  concerned." 

At  Yakima,  Yakima  Iron  Works  reports  for  completed 
calls  as  follows : 

1  minute ^  minate 

\yi  minatea ^  minnte 

1^  minate 1  minnte 

The  United  States  Eeciamation  Service  at  the  same  point 
reports  completed  calls  as  follows : 

1  minute 2  minutes 

2  minutes 1  minnte 

1  rainnte 2  nunates 

The  Mercy  Amusement  Company  of  Yakima  reports  par- 
ties secured  as  follows : 


20  seconds .' 12  s 

30  seconds 23  seconds 

10  seconds 21  seconds 

XXVI. 

In  the  three  principal  cities  of  the  State  the  number  of 
telephones  in  each  is  as  follows : 

Seattle  , / 83,504 

SpcAane    24,002 

Tacoma    17,082 
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XXVII. 
Ill  the  past  year  the  telephone  development  in  the  three 
cities  mentioned  is  as  follows : 

Seattle   gain  3.352  per  eent.  or  5.58  per  pent,  pn  itation 

Taeoma gain  1.274  per  cent,  or  8.13  per  cent.  i>ct  station 

Spokane    loss  2.59     j>er  cent,  or  6.29  per  cent,  per  ■rtatiiw 

XXVIII. 

In  Schedule  W.  P.  S.  C.  No.  2  as  filed  by  The  Pacific  Tele- 
phone and  Telegraph  Company  and  The  Home  Telephone 
and  Telegraph  Company  of  Spokane,  and  approved  by 
Postmaster  General  Burleson,  the  principal  rates  for  these 
cities  are  as  follows : 

Seattle 

Individual  business $8  50 

Individual  residence  : 3  7j 

Two-party  residence 3  00 

Four-party  residence  2  50 

Taeoma 

IndiTidnal  business 7  •* 

Two-party  business 6  00 

Individual  residence  3  OO 

Two-party  residence 2  50 

Four-party  residence 2  00 

Spokane 

Individual  business 8  W 

Individual  residence 3  50 

Two-party  residence 2  75 

Four-party  residence  : 2  25 

■  ■  XXIX,  '■  ' 
Taking  into  consideration  the  number  of  telephones,  the 
loss  in  development  and  the  populatit)n  of  Spokane,  as  com- 
pared with  Seattle  and  Taeoma,  the  Commission  is  satis- 
fied that  the  proposed  schedule  for  Spokane  is  out  ofbal-  j 
ance  with  the  rates  in  Seattle  and  Taeoma,  and  that  the 
rates  are  unjust  to  the  Spokane  patrons.  , 
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XXX. 

The  Home  Telephone  and  Telegraph  Company  at  the 
hearing  on  March  10  suhmitted  a  modified  schedule  for 
Spokane  as  follows : 

Modified  Proposal 

of  March  10, 1919 

Inchtsive   of   Opportunity 

No  Toll  Rate  Between 
Opportunity  and  Spokane. 
Class  of  Service  Wall  Desk 

Individual  business  flat $7  50         $7  75 

Individual  business  measured 5  50  5  75 

Individual   business  prepay 4  50  4  75 

Individual  residence 3  25  3  50 

Two-party  residence 2  50  2  75 

Four-party  residence   2  00  2  25 

XXXI. 

The  Commission  finds  that  the  rates  contained  in  the 
above  modified  schedule  are  just  and  reasonable  rates  to 
be  charged  by  The  Home  Telephone  and  Telegraph  Com- 
pany of  Spokane. 

XXXII. 

In  open  session  it  was  stipulated  that  Opportunity  be 
considered  as  \rithin  the  primary  rate  area  of  Spokane. 


Wherefore,  it  is  ordered.  That  the  Postmaster  General's 
Tariff  W.  P.  S.  C.  No.  2  of  The  Home  Telephone  and  Tele- 
graph Company  of  Spokane,  be  modified  in  the  following 
particulars ; 

Class  of  Service  Wall  Desk 

Individual  business  flat $7  50  $7  75 

Individual  business  measured 5  50  5  75 

Individual  business  prepay 4  50  4  75 

Individual  residence  3  25  3  50 

Two-party  residence 2  50  2  75 

Four-party  residence 2  00  2  25 
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/( is  further  ordered,  That  Opportunity  be  considered  as 
within  the  primary  rate  area  of  Spokane,  with  lilie  rates. 

/(  is  further  ordered,  That  all  contracts  in  conflict  v^ith 
the  rates  provided  for  in  Postmaster  General 's  Tariff 
W.  P.  S.  C.  No.  2,  as  modified,  of  The  Home  Telephone  and 
Telegraph  Company  of  Spokane  be  terminated. 

It  is  further  ordered,  That  the  effective  date  of  said 
tariff  as  modified  shall  be  April  1,  1919. 

Witness:  The  Public  Service  Commission  of  Washington 
this  twentieth  day  of  March,  1919. 
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Eadlroad  Commission. 

Tenney    Telephone    Company    v.    WrscoNBiN-MiNUBSOTA 
Light  and  Powbh  Company. 

U-1046. 

Decided  March  5,  1919: 

Telephone  Oompany  Ordered  to  Becoiutnict  Line  it  Own  Expense  to 

Avoid  Electrical  Interference  with  Transmisdon  Line  —  Folicf 

of   OonuuisBion   Ontlined. 

Opinios  akd  Decision. 

The  Teimey  Teleijhone  Company  in  its  petition  alleges 
in  substance  that  the  construction  and  operation  of  the  high 
tension  transmission  line  of  the  Wisconsin-Minnesota 
Light  and  Power  Company  in  the  vicinity  of  Alma  and 
Nelson  has  impaired  the  telephone  service  on  its  grounded 
telephone  system,  and  that  in  order  to  successfully  operate 
the  telephone  lines  it  will  be  necessary  to  make  them  full 
metallic  at  large  expense.  The  Commission  is  asked  to  take 
such  action  as  is  proper  in  the  premises.  No  answer  was 
filed  by  the  respondent. 

A  hearing  Mas  held  at  Madison  on  July  16,  1918.  M.  L. 
Fugina  appeared  for  the  petitioner  and  Egbert  Douglas 
for  the  respondent. 

The  Tenney  Telephone  Company  was  formed  in  1904, 
and  has  developed  a  telephone  system  extending  over  a 
territory  approximately  18  miles  square  with  the  central 
exchange  at  Alma  on  the  Mississippi  river  at  the  extreme 
western  edge  of  the  territory  served.  The  system  consists 
of  87  grounded  lines  comprising  about  400  miles  of  wire  and 
serving  401  subscribers.  Its  valuation,  as  estimated  by  the 
■  company,  is  $23,000.  In  addition,  switching  service  is  fur- 
1747 
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uished  for  an  independent  company  with  one  line  and  24 
s^ub8c^ibe^s.    The  rates  in  effect  are  as  follows: 

Business    $20  00 

Residence,  sii^le-party 15  00 

Residence,  party  line 12  00 

Rural,  party  line 12  0? 

In  the  summer  of  1917,  the  respondent  constructed  and 
placed  in  operation  a  6,600-volt  transmission  line  located 
on  the  right  of  way  of  the  Chicago,  Burlington  and  Quincy 
Railroad  Company..  Petitioner's  lines  are  constructed  on 
a  public  liighway  which  runs  substantially  parallel  to  the 
railroad,  crossing  the  transmission  line  at  two  points.  The 
average  distance  between  the  lines  is  about  30  rods.  The 
closest  point  of  parallel  is  about  8  rods  and  the  greatest 
distance  about  one-fourth  of  a  mile.  The  parallel  extends 
tor  a  distance  of  about  10  miles. 

The  testimony  is  undisputed  -that  prior  to  the  operation 
of  the  transmission  line  the  telephone  service  over  the 
grounded  system  was  reasonably  satisfactory  to  the  sub- 
scribers and  was  usable  for  long  distance  messages.  Since 
that  time,  however,  tlie  lines  have  been  noisy  and  many 
complaints  have  been  received  by  the  management.  Sub 
seribers  have  threatened  to  order  the  telephones  out  unJess 
the  conditions  improve. 

The  manager  stated  that  an  estimate  has  been  made  of 
the  cost  of  installing  cables  for  a  part  of  the  distance  an-l 
making  the  lines  running  north  of  Lock's  Corner  full 
iretallic.  Thw  lines  turning  off  from  the  main  cable  at 
Lock's  Corner  and  Lane's  Corner  under  this  scheme  would 
be  full  metallic  only  as  far  as  the  cable  extends,  one  wire; 
heing  grou]ided  at  a  sufficient  distance  from  the  transmis- 
sion line  to  minimize  the  disturbance.  These  improvement"^ 
installed,  would  cost  according  to  his  estimate,  on  the  basis 
of  prices  prevailing  at  the  time  of  the  hearing,  approxi- 
mately $4,000. 

Tlie  ComnuFsion  has  taken  the  position  that  under  the 
conditions  prevailing  at  the  present  time  it  cannot  be  said 
that  grounded  telephone  circuits  are  of  an  approved  type 
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for  their  purpose,  and  that  it  is  the  duty  of  a  telephone 
company  to  bear  the  expense  of  making  its  lines  full  metal- 
lie  where  the  change  is  necessitated  by  the  construction  of 
a  transmission  line  in  the  vicinity.  It  has  also  been  held 
that  where  the  telephone  lines  are  of  an  approved  type, 
that  any  additional  changes  in  the  system  which  are  neces- 
sary to  remove  interference  by  the  transmission  line  should 
be  made  at  the  expense  of  the  transmission  line  company. 
(Lancaster  Light  and  Power  Company  v.  Platteville, 
Rewey  <&  Elienboro  Telephone  Company,  19  W.  R.  C.  K. 
196*). 

Since  the  decision  above  referred  to  was  entered,  repre- 
sentatives of  various  telephone  companies  whose  lines  are 
affected  by  new  transmission  lines  have  urged  that,  under 
certain  conditions,  grounded  circuits  should  be  regarded 
as  an  approved  type  of  telephone  construction  and  a  por- 
tion of  the  cost  of  metallicizing  the  lines  assessed  against 
the  transmission  line  company  where  the  change  is  made 
necessary  by  the  inductive  interference.  Very  careful  con- 
sideration has  been  given  to  this  argument,  and  the  hold- 
ings of  other  commissions  and  the  courts  exhaustively 
examined  with  respect  thereto.  However,  we  are  con- 
vinced that,  except  under  very  exceptional  conditions,  the 
rule  which  we  have  adhered  to  in  the  past  is  equitable.  It 
is  conceivable  that  in  sparsely  settled  communities  where 
the  increased  investment  necessary  to  provide  full  metal- 
lic circuits  would  make  the  cost  of  the  service  absolutely 
prohibitive,  a  grounded  system  could  be  regarded  as 
standard  construction,  and  the  cost  of  making  the  lines  full 
metallic  apportioned,  in  part  at  least,  to  the  transmission 
line  company.  However,  we  are  of  the  opinion  that  in  well- 
developed  farming  comnmnities,  such  as  the  one  under  con- 
sideration in  this  case,  the  process  of  making  the  telephone 
lines  full  metallic  circuits  should  be  carried  forward  as 
rapidly  as  possible  irrespective  of  transmission  line  devel- 
opment. This  being  the  case,  it  would,  in  our  opinion,  be 
unfair  to  require  a  transmission  line  company,  and  indi- 
rectly the  eiectric  coiisiimers,  to  bear  the  cost  of  work  whicli 

•  See  Commission  Leaflet  No.  68,  p.  16.3fi. 


DigilizcdbyGOOglc 


1750  Wisconsin  Railboad  Commission. 

[Wi». 
the  telephone  utilities  should  undertake  in  the  interest  of 
good   telephone   service  irrespective   of  inductive  inter- 
ference by  high  voltage  lines. 

To  provide  a  reasonable  return  on  the  additional  invest- 
ment required  for  the  work  contemplated  by  the  petitioner 
for  the  purpose  of  removing  the  interference  would  not 
necessitate  an  increase  in  telephone  rates  which  would  be 
excessive,  or  in  any  way  proliibitive. 

Until  the  contemplated  improvements  are  made  it  is 
impracticable  to  determine  whether  other  measures  will  be 
iiecessarj'  to  properly  take  care  of  the  situation.  Jurisdic- 
tion "nill  therefore  be  retained  in  this  proceeding  to  enter 
such  further  order  as  may  be  found  necessary  upon  the 
completion  of  the  work  as  required  herein. 

It  is,  therefore,  ordered,  That  the  petitioner,  the  Tenney 
Telephone  Company,  at  its  own  expense,  reconstruct  its 
telephone  lines  by  providing  properly  transposed  metallic 
circuits  if  the  lines  are  left  in  their  present  location,  or, 
in  some  other  way,  effectively  remove  the  inductive 
interference. 

Jurisdiction  is  retained  to  order  such  further  relief  as 
may  be  found  necessary  when  the  telephone  system  is 
reconstructed  in  conformity  to  accepted  modern  standards. 

Six  months  is  considered  a  reasonable  time  within  which 
to  comply  with  this  order. 

Dated  at  Madison,  Wisconsin,  this  fifth  day  of  March, 
,  1919. 


In   re   Appijcation    of  the   Basswood-Eagle    Tblbphonk 
Company  fob  AuTHOKm:  to  Increase  Kates. 

U-1048. 

Decided  March  8,  1919. 

Increase  in  Bnral  Bates  Anthorised — Allowuics  of  14  Per  OenL  H&de 
for  Beserre  for  Depreciation  and  Betnm  on  InTestment 

Opinion  and  Decision. 
The  Easswood-Eagle  Telephone  Company  filed  its  appli- 
cation, asking  for  authority  to  increase  its  rates  from  $7.00 
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to  $10.00,  with  the  Commission  on  January  21, 1919.  After 
due  notice  a  hearing  was  held  at  MadtKon,  Wisconsin,  on 
February  18,  1919,  at  which  time  J.  H.  Evans,  secretary, 
appeared  for  the  ai)plicaiit.  There  were  no  appearances  in 
opposition. 

The  applicant  operates  a  system  of  ten  rural  lines  in  the 
southwestern  part  of  Richland  County.  Patrons  on  four  of 
these  lines  receive  their  central  office  connections  through 
the  switchboard  of  tlie  Richland  Telephone  Company  at 
Richland  Center,  while  those  on  the  remaining  six  lines  are 
sM-itclied  by  the  Muscoda  Telephone  Company  at  ifuseoda. 

The  company  was  originally  financi>d  by  the  sale  of  stock, 
and  the  total  amount  outstanding  at  the  present  time  is 
$1,440. 

Tlie  book  value  on  December  31,  1918,  according  to  the 
company's  annual  report  to  the  Cununission  was  $1,897.55. 
We  feel,  however,  that  this  does  not  represent  the  cost  of 
llie  property  by  a  considerable  amount.  Data  submitted 
at  the  hearing  shows  that  the  jiroperty  of  the  company  con- 
.«ists  of  22  miles  of  cedar  poles,  practically  all  of  which  are 
e(puppcd  with  cros.s  arms,  and  122  miles  ol'  iron  wire.  All 
wiuipnieiit  connected  witli  the  subscril)ers'  stations  is  owned 
hy  the  subscril)ers.  A  conservative  estimate  of  the  com- 
pany's property  in  place  would  he  approximately  $2,500, 
and  a  fair  amount  for  interest  and  depreciation,  on  this 
investment  we  place  at  $350  annually. 

A'ery  little  reliable  information  is  available  on  the  oper- 
ating expenses  of  the  company.  For  the  year  ending 
December  31,  1918,  it  reports  total  revenues  of  $724,  and 
total  ex]»enses  of  $457.55.  This  left  it  a  surplus  of  $266.45 
for  the  year.  It  hardly  seems  possible,  however,  that  its 
operating  expenses  should  not  have  exceeded  the  above 
amount.  Tlie  switching  alone  for  the  year  amounted  to 
$345,  wliich  would  leave  but  $112  for  all  other  operating 
expenses  including  taxes,  l-'or  the  coming  year  the  switch- 
ing charge  will  he  increased  to  the  extent  of  $120  because 
of  the  increase  in  rates  authorized  to  the  Richland  Tele- 
phone Company, 

This  mil  make  the  total  annual  charges  for  interest, 
depreciation  and  switching  equivalent  to  $815. 
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The  applicant  lias  asked  that  it  be  permitted  to  put  in 
effect  a  rate  of  $10.00  per  year,  which  would  give  it  yearly 
i-eveimes  of  approximately  $1,050.  Deducting  the  above- 
estimated  expenses  fronr  this  amount,  we  have  left  $235 
1o  meet  all  other  expenses,  as  wire  plant,  commercial, 
undistributed  and  taxes.  It  does  not  seem  unreasonable 
that  such  an  amount  should  be  allowed  for  these  purposes 
and  the  I'ate  as  requested  will,  therefore,  be  authorized. 

/(  i.s,  therefore,  ordered,  That  the  applicant,  the  Bass- 
wood-Eagle  Telephone  Company,  be,  and  the  same  hereby 
is,  authorized  to  discontinue  its  rate  of  $7.00  per  year  and 
substitute  therefor  a  rate  of  $10.00  per  year  applicable  to 
all  its  subscribers  alike,  including  both  stockholders  and 
non-stockholders. 

Rates  may  be  made  effective  April  1,  1919. 

Dated  at  Madison,  AVisconsin,  this  eighth  dav  of  March, 
3919. 


/*(  re  Appijcation  ok  Minono  Telephone  Company  fok 

AVTHOBITY  TO   INCREASE  RaTES. 


Decided  March  8,  1919. 

IncTMse  in- Bates  Anthorized — AHovance  of  7  Per  Cent,  for  Eesem 

for  Sepreciatioii  Made — Allowance  of  8  Per  Oent  for  Betom 

on  IiiTSBtiiient  Hade  —  Diacoimt  for  Prompt  Payment 

Approved  —  Vacation  Bates  Fixed  —  Non- 

snbscriber  Charge  Approved. 

Applicant  sought  authority  to  increase  its  bosiness,  residence,  rural  and 

switching  rnfes  and  sought  approval  of  certain  rules  and  regulations. 

The  Commission  found  that  applicant's  book  value  of  $3,225  was  sub- 
stantially correct,  that  the  operating  expenses  were  $1,021.29  and  tlie 
operating  revenues  $1,081.29. 

Held:  That  the  allowance  of  $20.00  per  year  for  reserve  for  deprecia- 
tion was  inade<|uate  and  as  many  of  the  lines  were  in  a  more  or  leas  for- 
ested region,  an  allowance  of  7  per  cent,  of  the  book  valne  or  $225,75 
should  he  made; 

That  an  allowance  of  $258  or  8  per  cent,  on  the  hook  value  ehould  be 
made  for  return  on  investment; 
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That  were  the  allowance  for  reserve  for  depreciation  found  reasonable 
by  the  Commission  suhstitnted  for  that  allowed  by  the  company  and  an  S 
per  cent,  allowance  made  for  return  on  investment,  the  eost  of  the  service 
would  exceed  the  operating  revenues  by  $403.75;  that  if  the  proposed  rates 
were  applied  to  the  present  subscribers  and  connecting  companies  they 
would  produce  about  $198  of  increased  revenue  if  the  subscribers  availed 
themselves  of  the  discounts  provided  and  $357  if  they  failed  to  do  so; 
therefore,  even  the  proposed  rates  would  not  meet  the  shown  need  for 
additional  revenues; 

That  the  proposed  chai^  of  60  cents  per  month  for  switching  service 
was  higher  than  the  Commission  found  justifiable  on  the  basis  of  the  cost 
of  service,  and  a  switching  rate  of  $5.00  per  year,  in  lien  of  the  present 
rate  of  $4.00  per  year,  would  be  reasonable  and  should  be  charged 
although  this  was  less  than  the  rate  applied  for  and  would  decrease  the 
aggregate  amount  in  revenues,  which  the  applicant  hoped  to  receive  by 
amending  its  rates,  by  $64.00.  Nevertheless,  if  further  increases  were 
desired  than  those  which  would  resnlt  from  the  rate  authorized,  the  appli- 
cant shonid  seek  such  increase  by  further  increasing  its  subscribers'  rates 
instead  of  by  attempting  to  have  higher  switching  rates  authorized; 

That  applicant  should  be  authorized  to  increase  its  business  rates  from 
$1.50  to  $1.75  per  month,  its  individual  line  residence  rates  from  $1.25  to 
$1.50  per  month,  its  party  line  rural  and  residence  rates  from  $1.00  to 
$1.25  per  month,  nil  of  said  rates  to  be  subject  to  a  discount  of  15  cents 
per  month  for  prompt  payment; 

That  where  a  subscriber  takes  busines«  and  residence  serx'ice  Ihe  single 
party  rates  should  apply  in  all  cases  where  the  (-haracter  of  the  distribution 
system  required  is  practically  the  same  as  for  single  party  service;  j.  e., 
where  two  or  more  lines  are  bridged  at  or  near  the  central  oEBee,  but  in 
cases  where  practically  only  one  line  is  required  the  party  line  rate  should 
apply  to  the  residence  instrument  and  the  regular  business  rate  to  the 
business  instrument; 

That  net  vacation  rates  should  be  one-half  of  the  regular  net  rates  and 
gross  rates  15  cents  in  excess  of  the  net  vacation  rates  should  be  quot«d 
subject  to  the  regular  discount; 

That  where  subscribers  allow  non-subscribers  to  use  their  telephones 
they  must  collect  10  cents  for  each  5  minutes  conversation  for  local  calls, 
but  may  allow  non- subscribers  to  use  the  telephones  for  toll  service  upon 
the  payment  of  the  regular  toll  charges; 

That  subscribers  of  connecting  companies  directly  connected  with  the 
switchboard  of  tlie  Minong  comjiany  should  receive  service  co-extcnsive 
with  that  received  by  the  subscribers  of  that  company  and  should  be 
listed  in  the  same  directory.  Bills  for  service  to  subscribers  of  connecting 
companies  should  be  made  out  to  the  connecting  companies  and  paid  by 
their  respective  treasurers  or  other  proper  offlcials  at  the  office  of  the 
Minong  company. 
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Opixios  and  Decision. 

This  application,  filod  Decpiiiher  10,  1918,  by  tlie  Miimii; 

Telephone  Company,  represents  said  company  as  giving 

telephone  service  in  anil  about  the  villajie  of  Minoii^r  at  the 

tollowing  rates: 

Party  line  iclephuiicri $1  00  per  niontL 

Privat*  line  telephones,  business 1  50  per  monrh 

Private  line  telephones,  rewidenee 1  25  per  month 

Switi'hing  service   fov  eonneetinff  ('Oiii{>a]iies,   per 

tele]>h()ne    4  00  per  yew 

The  foreRoinj!;  rates  are  allejied  to  be  inadequate  under 
present  operatins  conditions,  wherefore  authority  is  asked 
to  replace  tbepi  witli  the  following  increased  schedule; 

Rates 

Pnrty  line  telephones $1  25  per  montli 

Private  line  telephones,  business 1  75  per  montl) 

Private  line  telephones,  residence 1  50  per  roontli 

Private  line  telephones,  business  and  resiclenee  on 

sanie  line    3  00  per  moaXi 

Switching  sen-Jee  for  c<innectin(r  companies,   per 

tplepbone    720per  yt»T 

KULES. 
].   Wheu  Bills  are  Due: 

All  bills  are  tine  and  payable  at  the  office  of  the  comiiany  on  the  fifth 


All  bills  paid  on  or  before  the  tenth  of  the  month  of  seirice  will  h? 
allowed  a  discount  of  15  cents  on  telephone  rent. 

;i.   Opiifmal  for  Hnnil  Subf^criber'^: 

Rural  line  subscribers  may  pay  the  regular  rental  quarterly  at  their 
option  and  will  be  allowed  45  cents  discount  on  telephone  rent  if  pai'i 
on  or  before  the  tenth  day  of  the  second  month  of  ser\-ice.  All  1i>" 
cliarges  must,  however,  be  paid  monthly, 

4.  Vacation  Mates: 

Vacation  rat^s  will  be  one-half  rates  subject  to  one-balf  discoiutl  as 
per  Rules  2  and  3. 
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5.  jV(»H-si(fcNcri6pr  Charges: 

Telej)hoiies  flre  rented  for  the  use  of  subscvibers  and  the  imtuediate 
nieinbc-rs  of  tlieir  t'Riiiilies  only  aiid  if  they  wish  to  allow  neitrlibofs 
or  others  not  subscriliers  to  use  them  they  must  eollert  the  regular  toll 
I'harge  of  10  cents  for  each  5  minutes  and  any  other  toll  charges  due 
and  pay  the  same  to  the  company  with  their  monthly  bill. 

6.  Connecling  Companies: 

ConncctinK  rural  lines  shall  receive  the  same  connection  service  and 
be  listed  in  the  directory  in  the  same  niaunor  as  the  company's  ovn 
subscribers.  Kai-h  ronneeting  company  shall  pay  on  or  before  the 
fifteenth  of  each  month  a  switching  chni^  of  60  cents  for  each  t«le- 
plione  on  its  lines,  together  witli  any  chains  for  toil  originating  or 
comintr  out  of  its  lines. 

Notices  of  a  heariiij?  to  be  held  January  9,  1919,  at  Mad- 
ipoii,  vere  diily  served  tipoii  applicant,  its  coiniectiiiff  com- 
panies aiid  others  whom  the  Coininission  thoii^lit  might  he 
interested,  but  no  appearances  resulted.  Decision  in  tliis 
case  will,  therefore,  he  based  upon  such  facts  as  the  Com- 
mis.iion  has  from  a  previous  investigation  of  applicant's 
rates,  its  annual  reports  and  correspondence  to  tlie  Com- 
inission,  and  a  general  knowledge  of  the  conditions  under 
which  telephone  utilities  are  operating  at  the  present  time. 

Applicant's  report  for  the  year  1918  sho«-s  a  book  value 
as  of  December  31,  1918,  of  $3,225  and  $53.25  of  materials 
and  supplies.  The  physical  property  is  represented  as  con- 
sisting of  a  56  drop  capacity  magneto  switchboard  with  28 
lines  connected;  40  miles  of  poles;  57  miles  of  wire  and 
1,875  pair  feet  of  cable;  and  88  subscribers'  stations.  AVe 
believe  the  book  value  is  substantially  correct  for  the  prop- 
erty enumerated. 

Tlie  operating  revpimes  for  1918  are  reported  as  $1,081.29 
and  the  operating  expenses  as  $1,021.29.  The  latter  are 
conii)osed  of  the  following  items: 
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Central  office  operators $882  SO 

Fuel,  light  and  miscellanKius  central  office  expenses 43  47 

Batteries,  line  repairs,  etc 67  71 

Automobile  expease,  g&a  and  repairs 41  99 

Manager  and  lineman 146  19 

Depreciation 20  OO 

Taxes  19  43 

TOTAL  $1,021  29 

It  is  evident  that  no  item  of  expense  is  unduly  large  and 
some  are  certainly  inadequate  as  representing  the  average 
costs  over  a  period  of  time.  It  is  not  necessary,  however, 
to  consider  any  items  other  than  depreciation  and  interest 
on  investment  in  order  to  estahlish,  in  the  main,  the  reason- 
ableness of  the  rates  proposed  by  applicant.  A  reasonable 
annual  charge  to  operating  expenses  for  depreciation  con- 
sidering that  many  of  the  lines  are  in  a  more  or  less  for- 
ested region  will  probably  be  7  per  cent,  of  the  book  value. 
which  is  $3,225,  or  $225.75.  Betum  on  investment  would 
require  an  additional  $258.  These  items  in  conjunction 
with  such  other  costs  as  applicant  had  during  the  year  1918, 
total  $1,485.04,  and  exceed  the  total  reported  revenues  for 
the  years  by  $403.75. 

The  proposed  rates  vrhen  applied  to  the  present  subscrib- 
ers and  connecting  companies  will  produce  about  $198  of 
increased  revenues  if  subscribers  avail  themselves  of  the 
discounts  provided  and  $357  if  they  fail  to  do  so.  It 
appears  therefore  that  even  the  proposed  rates  would  not 
meet  the  shown  need  for  additional  revenues.  Aside  from 
the  rate  to  connecting  companies  they  are  relatively  low 
and  in  light  of  the  apparent  need  for  increased  revenues 
may  be  authorized. 

The  proposed  charge  of  60  cents  per  month  per  telephone 
lor  switcliing  service  is  higher  than  the  data  in  our  pos- 
session would  appear  to  justify  for  this  service.  At  the 
present  time  applicant  is  performing  smtching  service  for 
the  Bond  Lake  Telephone  Company  which  has  one  line  nith 
10  subscribers,  for  the  Nancy  I^ake  Telephone  Company 
which  has  one  line  with  6  subscribers,  and  for  the  Farmers' 
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Mutual  Telephoiie  Company  which  has  one  line  with  13 
subscribers.  Subscriber,  line  and  traffic  ratios  applicable 
to  these  companies  taken  as  a  whole  follow : 


Branch  of  Service 

Subscriber 

Line 

Traffic 

75.2% 
24,8% 
0.0% 

85.7% 
10.7% 

Switched  compMiiei 

10.8% 

■TOTAL 

100.0% 

100,0% 

100.0% 

The  subserilier  and  line  ratios  are  based  on  data  sub- 
mitted by  applicant  as  of  January  27,  1919.  The  traffic 
ratios  are  based  on  a  24-hour  traffic  study,  recently  made 
by  applicant.  Before  deriving  the  traffic  ratios  here  shown, 
Ave  have  weighted  the  different  calls  according  to  the  time 
which  it  is  estimated  each  requires  the  operator's  attention 
and  made  a  10  per  cent,  deduction  in  calls  of  the  Minong 
Telephone  Company's  subscribers  in  order  to  give  con- 
sideration to  an  above-normal  calling  rate  among  them  on 
the  day  the  study  M-as  made. 

Although  the  total  central  office  costs  are  reported  as 
$725  for  the  year  ended  December  31, 1918,  it  is  our  opinion 
that  $900  is  more  nearly  the  amount  which  should  be  used 
for  rate  purposes  at  this  time.  If  $50.00  the  amount  of 
reported  toll  earnings  for  the  year  1918,  be  directly  charged 
to  the  central  office  costs  as  the  share  of  the  toll  service  in 
these  costs,  there  remains  $850  to  be  covered  from  other 
-sources. 

The  per  subscriber  basis  does  not  appear  to  be  a  just 
basis  for  apportioning  this  balance  of  central  office  costs 
for  although  the  switched  companies  have  24.8  per  cent, 
of  the  total  subscribers  served,  only  10.8  per  cent,  of  the 
total  traffic  can  be  assigned  to  them. 

The  traffic  basis  seems  to  be  the  one  M-hich  will  most 
fairly  apportion  the  central  office  costs  in  this  case,  few  if 
any  of  the  costs  being  of  such  a  nature  that  they  would  be 
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more  eqiiitai>ly  distrilmfed  on  other  base's.  Were  10.8  ])er 
cent,  of  the  $900  apportioned  to  switched  companies  tlio 
charges  to  them  would  be  $97.20  or  $3.36  per  subscriber 
per  year.  Since  tlie  toll  earnings  are  reported  to  l>e  but 
$50.00  and  19.5  per  cent,  of  the  traffic,  or  $178.20  of  the 
costs  are  aspi^ncd  to  the  toll  service,  it  may  be  that  a  pan 
of  the  apparent  toll  deficit  shonld  be  apportioned  to  tin- 
switched  companies  in  addition  to  the  $97.20.  Apportion- 
ing the  deficit  of  $128.20  on  a  subscriber  basis  the  .'^hare  ol" 
the  switched  conipanios-in  this  deficit  becomes  $32.03.  Thi^ 
added  to  $97.20  makes  the  total  charges  for  central  office 
sen'ice  to  switched  companies  $129.25  or  $4.40  per 
sul)scril)er  per  year. 

AVhen  the  importance  of  tlve  central  office  ser\aee  to  the 
switched  companies  is  taken  into  consideration  with  the 
costs  as  computed  herein,  it  being  noted  that  no  appre- 
ciable consideration  has  been  made  in  the  costs  for 
reniuneiatiiiL^  managerial  services  which  it  aj^ijears  are 
heing  efficiently  rendere<l,  we  are  of  the  opinion  that  tiie 
switching  rate  may  reasonably  be  increased  to  $5.00  per 
year,  Altliough  this  is  less  than  tlie  rate  applied  for  and 
will  decrease  tlie  aggregate  gain  in  revenues  which  appli- 
cant hoped  (o  receive  hy  amending  its  rates  by  $64.00,  we 
believe  that  if  further  increases  in  revenues  are  desired 
than  those  which  will  result  from  the  rates  here  autborizetl 
that  applicant  shonhl  seek  relief  by  further  increasing  tlie 
rates  to  its  subscribers  instead  of  by  attempting  to  have 
higher  switching  rates  authorized. 

Payment  of  switching  rates  should  be  on  a  quarterly 
basis  and  made  hy  tlie  companies  rather  than  by  their  indi- 
vidual siiliscribers.  Tlie  rules  proposed  will  be  authorized 
in  slightly  amended  f(n'm. 

/(  is,  tlifi-efon;  ordered,  That  the  applicant,  the  ilinoiig 
Telephone  C<nnpany,  he,  and  the  same  hereby  is,  authorized 
to  replace  its  present  schedule  with  tlie  following  increased 
schedule ; 
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Bates. 

Per  Motitk 

Gross  Net 
Party  line  residence  and   rural  teleplioncs,  per 

month $1  25  $1  10 

Private  line  telephones,  business 1  75  1  60 

Private  line  telephones,  residence 1  50  1  35 

Business  and  residence  —  two  or  more  instrunienta : 

The  single  party  rates  shall  be  applicable  in  all  cases  where  two-  or 
more  party  service  is  fnrnislied  where  the  character  of  the  distribution 
system  required  is  practically  the  same  as  for  single  jiarty  sen'ice,  i.  e., 
where  two  or  more  lines  are  bridged  at  or  near  the  central  offiee.  In 
cases  where  practically  only  one  line  is  required,  the  party  line  rate  shall 
apply  to  residence  instruments  and  the  regrular  business  rate  shall  ai)ply 
to  the  business  rate  shall  apply  to  the  business  mstroments. 

Switching  service  for  connecting  companies,  ])ev  year $5  00 

Rules. 

1.  When  Rentats  and  Chari/es  are  Due: 

All  rentals  for  exchange  service  are  due  and  payable  in  advance  at 
the  office  of  the  Minong  Telephone  Company — those  for  local  sub- 
scribers on  the  fiftli  of  each  month  and  those  for  rural  subs<'ribers  and 
switched  companies  on  tjie  fifth  of  every  third  month  beginning  with 
April  5  of  this  year. 

All  charges  for  toll  service  shall  be  due  at  the  same  time  and  in  the 
same  manner  as  rentals  for  exchange  sen'ice  excepting  that  they  shall 
be  payable  at  the  close  of  the  billing  jieriods,  whereas  the  eNchange 
rentals  are  payable  at  the  b^inning  of  the  billing  periods. 

2.  Billiiiff: 

Where  gross  and  net  rates  are  provided,  bills  shnll  be  made  out  at 
the  gross  rates  but  shall  have  printed  thereon  a  statement  explaining 
when  discounts  ere  applicable. 

;t.  D^'cnnil.": 

Where  gross  and  net  rates  are  ]>rovided,  the  diffei-ence  lictween  them 
shall  constitute  discounts  for  prompt  payment. 

Local  subsi'ribcra  who  pay  their  bills  on  or  before  the  fifteenth  of 
the  month  in  which  hills  are  due  shnll  receive  discounts  of  ITi  cents  per 
telephone  fi"om  the  gross  bill. 
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Rural  subscribers  who  pay  their  bilk  in  the  first  luoDth  of  the  qnarler 
for  which  rentals  are  due  shall  receive  a  discount  of  45  cents,  and  if 
bills  are  paid  in  the  second  or  third  months  the  discounts  shall  be  30 
cents  and  15  cents  respectively. 

No  discounts  shall  be  ^ven  to  any  subscribers  excepting  when  the 
forgoing  conditions  have  been  complied  with. 

4.  Vacation  Rales: 

Net  vacation  rales  will  be  one-half  of  the  r^ular  net  rates.  Gro%< 
vacation  rates  will  be  15  cents  per  month  higher  than  the  net  vacation 
rates. 

The  re^lar  discounts  shall  apply  on  vacation  rates. 

5.  iVon -subscriber  Charges: 

Telephones  are  rented  for  the  use  of  snbscribers  and  the  immediate 
members  of  their  families  only  and  if  they  wish  to  allow  neighbors  or 
others  not  subscribers  to  use  their  telephones  they  must  collect  10  cents 
for  each  5  minutes  such  neighbors  or  other  non-subscribers  are  allowed 
to  use  their  telephones  for  local  exchange  service.  Neighbors  or  other 
n  on -subscribers  may  be  allowed  to  use  telephones  for  toll  service  upon 
payment  of  the  regular  toll  charges,  the  non-subscriber  charge  bein^ 
waived  for  this  service. 

6.  Connecting  Companies : 

Subscribers  of  connecting  companies  directly  connected  with  the 
switchboard  of  the  Minong  Telephone  Company  shall  receive  service 
co-extensive  with  that  received  by  subscribers  of  the  Minong  Telephone 
Company  and  shall  be  listed  in  the  same  directory. 

Bills  for  service  to  subscribers  of  connectii^  companies  shall  be 
made  out  to  the  connecting  companies  and  be  paid  by  their  respective 
treasurers  or  other  proper  officials  at  the  office  of  the  Minong  Tele- 
phone Company  for  snch  periods  and  in  such  manner  as  are  set  forth 
in  Rule  1  of  this  order. 

Dated  at  Madison,  AVisconsin,  this  eighth  day  of  March, 
1919. 
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In  re  Application  of  the  Shiloh  Telbphonb  Compaky  fob 
Authority  to  Increase  Rates. 

U-1050. 

Decided  March  8,  1919. 

TaoMM  In  Bnral  Bates  Anthorized — Allowtnce  of  6  Per  Cent.  Made 

for  Reservo  for  Depreciation  — Allomnce  of  8  Per  Cent.  Hade 

for  Ketnm  on  Invertnisnt. 

Opinion  and  Decision. 

This  application  was  filed  with  the  Commission,  January 
11, 1919.  It  states  that  the  Shiloh  Telephone  Company  has 
in  effect  a  rate  of  $12.00  per  year  which  it  seeks  to  have 
increased  to  $15.00  per  year.  The  reason  given  for  increas- 
ing the  rate  is  that  the  present  revenues  are  no  longer  ade- 
quate to  cover  the  operating  expenses  under  the  present 
prices  of  materials  and  labor. 

Notices  of  a  hearing  to  be  held  February  6,  1919,  at 
Madison,  were  duly  issued,  but  no  appearances  for  or 
against  the  granting  of  the  application  resulted. 

The  annual  report  of  the  Shiloh  Telephone  Company  for 
the  year  ended  December  31,  1918,  shows  that  the  utility 
provides  telephone  service  to  88  subscribers  in  the  vicinity 
of  Sturgeon  Bay.  It  has  a  total  of  8  lines,  all  excepting  one 
of  ■which  are  metallic.  The  equipment  consists  of  25  miles 
of  pole  lead,  93i^  miles  of  wire  and  the  subscribers'  sta- 
tions. No  switchboard  equipment  is  owned  by  the  com- 
pany, the  switching  service  being  performed  by  the  Wis- 
consin Telephone  Company's  Sturgeon  Bay  exchange  at  a 
rate  of  $3.00  per  telephone  per  year. 

The  value  of  the  property  as  of  December  31,  1918,  is 
reported  at  $2,413.40  in  the  annual  report,  but  the  secretary 
of  the  company  states  in  a  letter  under  date  of  January  20, 
1919,  that  the  directors  estimate  the  property  to  be  worth 
$3,845.  After  due  consideration  of  the  nature  and  extent 
of  applicant's  property  we  are. reasonably  certain  that  the 
present  reproduction  cost  is  at  least  $3,845.  Depreciation 
and  interest  may  therefore  fairly  be  computed  on  this 
value. 

The  revenues  and  expenses  of  the  Shiloh  Telephone  Com- 
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pany  as  reported  to  the  Commission  for  the  past  IhrtTf 
years  are  reproduce<l  in  Table  I. 


TABLE  I. 

L>  Expenses  tor  1916,  1917  asd  191^ 

PIIOXE    COMP.iXT. 


F  THE  SllIU"'!!  TEIi- 


1916 

1917      '      I91< 

ToU  Operating  Rev-enue 

1963  59 

J889  12  ■       S8T7  4V 

Labor  

P&id  for  switching  servire    

Deprpcialiun     

Ta\e« 

$150  12 
129  36 
235  20 

24  09 

SI21  87        S356  l'^ 
K  80  1         161  57 
235  39  ,        251  57 
85  &4  '         22A  .Ti> 
32  58  ■           ffi  9i 

TOTAL    OPEHAT.N-0    EXPENSE.       

%53S  77  '    S54I  79  '  SI  .KS  73 

•  Deficit, 

\VIiile  tlie  operating  revenues  ajid  expenses  as  reporttni 
may  he  used  as  a  ^uide  in  deterininiug  the  exact  status  oi 
applicant's  linancial  tonditioii,  we  note  that  they  are  in 
error  in  various  regards.  Among  the  apparent  accounting 
errors  made  by  the  company  are  the  confusion  of  cash 
receipts  witli  oi>erating  revenues  and  the  inclusion  of  con- 
struction costs  with  tlie  operating  expenses.  FoHowing  is 
a  statement  of  sucli  ojieratiiig  costs  as  it  appears  should  lit- 
covered  I\v  operating  revenues: 

S«-it<-hiiiir.  hS  telpphones.  at  $3.00  ench $264  O""' 

Maintenani-e  lalxir    150  W' 

JIaterinIs  fi>r  kecpiiis  sysleiii  in  re}>8ir; 

Batteries 60  W* 

Oilier  supplies  90  0" 

Depreciation,  (i  per  cent,  on  $.1.S45 23©  7" 

Taxe^  25  91 

TOTAl,  OK   AWIVE   ITEMS i9Si3  61 

(!<'iier.il  expenses.  20  i)er  pent,  of  !?*>23.lil 164  72 

Inlerest.  H  jxr  cent,  on  $3.845 3n7  tj" 

T<rr.M.  iii-KBATTN.'.   HiSTS    «.295  ft^i 
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To  cover  operating  costs  of  $]  ,295.93  by  revenues  accru- 
iiip;  from  88  subscribers,  it  will  be  necessary  to  have  in 
effect  an  average  rate  of  $14.72  per  subscriber  per  year. 
Applieant  Itns  requested  a  rate  of  $15.00  per  year  wbioh  if 
placed  in  effect  would  produce  $1,320  of  revenues  from  88 
siiiis'cri))ers.  This  is  very  close  to  the  actual  costs  as 
estimated. 

//  is,  therefore,  orrtered,  That  the  applicant,  the  Shifoh 
Teleplione  Company,  l)e,  and  the  same  hereby  is,  authorized 
to  re}»Iace  its  present  rate  of  $12.00  per  year  with  &  rate  of 
$15.00  per  year  payable  in  quarterly  installments  of  $3.75 
each. 

Dated  at  Madison,  "Wisconsin,  tliis  eighth  dav  of  March. 
1019. 


!}i  re  Application  of  the  Iron  Rivkr  Water,  Lioht  and 
Tf-i.kpjioxk  Company  kor  ArxiioRiTv  to  Increase 
Rates. 

i:-1052. 

Deri'ieit   Maril,    21,    191!). 

Increase  in  Business,  Residence  and  Bnr&l  Kates  Anthorizod  — Allow- 
ance of  11  Per  Cent,  for  Reserve  for  Depreciation  and  Retam 
on  Inrestment  Authorised. 

A)i)itipant  sontrlit  nuthority  tn  in^'i'onsp  its  busings,  rpsWciifp  and  mral 
rates.  The  pontpflny's  inpnine  sheet  showed  a  c:ii>ss  inroine  ot'  $577.76  in 
HIIO.  S--.»6I.20  in  1917  and  a  dcfieil  of  $1,080.79  in  1918.  However,  es 
the  balance  sheet  showed  no  iidditiou  to  jiltuit  allhoucrli  the  rt-ports  of 
the.  mmpany  showed  that  the  tiiileage  had  inereased  ns  liad  the  number 
(if  tple))honeR,  the  ConmiLssioii  estimated  that  the  cost  of  extensions,  fo' 
the  anir>unt  of  $700  j)er  year,  ]irr)i)prly  eharfreable  to  capital,  had  been 
i-Iiarir«l  to  oprratinfT  expmises.  The  Commission  also  compared  the 
wi'ifflited  flverapre  expenses  jier- telephone  for  30  Class  D  telephone  utili- 
fif*  for  tlip  ypur  1918  with  tlie  applicant's  unit  costs  for  the  snmc  period 
and  fonnd  thai  the  tolnl  eost  per  lele])hone  —  excluOinR  switclied  tcle- 
phoni-s  — was  $19.20  in  tlip  i-asp  of  the  applicant  as  against  $10.17  in 
i-asi'  of  llip  wpii;htrd  averajie:  thp  total  cost  per  teloi)honp  in  each  rasp, 
ineludiuK  central  office  expenses,  wire  plant  pxpensps,  snhstntion  pxpenses, 
connncrcial  i'X]ip)ises,  trcneral  ex)>enseR  and  undistributed  expenses. 
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Held:  That  with  the  proper  economy,  not  more  than  $3,200  per  year 
should  be  required  for  all  expenses  excluding  taxes  and  reserve  for 
depreciation ; 

That  allowing  $1,260,  14  per  cent,  on  the  estimated  present  value  of 
$9,000,  for  reserve  for  depreciation  and  return  on  investment,  and  $83J7 
for  taxes,  the  operating  expenses  of  $4,543.17  would  exceed  the  1918 
revenues  by  $686.91 ; 

That  in  order  to  net  approximately  this  increase  in  revenues  applicant' 
should  be  authorized  to  cbai^  a  business  rat«  of  $2.26  per  month,  a  one- 
party  residence  rate  of  $1.75  per  month,  a  multi-party  residence  rate  of 
$1,25  per  month  and  a  rural  rate  of  $1.25  per  month  net  and  $1.50  per 
month  gross. 

Opinion  and  Decision. 
Application  in  this  matter  was  made  on  September  13, 
1918.    The  application   sets  forth  that  the  present  and 
proposed  rates  are  as  follows: 

Present  Proposed 

Business $2  00  per  month  $3  00  per  month 

One-party   residence..         1  50  permonth  2  00  permonth 

VillRge  party  lines...         1  00  permonth  1  50  permonth 

Rural  lines   1  00  net  per  month  1  2S  net  per  month 

1  35  gross  per  month        1  50  gross  per  month 

Increased  cost  of  labor  and  materials  is  given  as  the 
reason  for  making  the  application. 

Hearing  in  the  matter  was  held  at  the  office  of  the  Com- 
mission at  Madison,  on  October  10, 1918.  T.  F.  Mackmiller 
appeared  on  behalf  of  the  applicant;  there  were  no 
appearances  in  opposition. 

The  applicant  operates,  in  addition  to  its  water  and 
electric  plant  at  Iron  River,  a  telephone  utility  which 
served  on  December  31,  1918,  228  subscribers.  Of  these, 
39  were  business  on  one-party  lines ;  30  were  residence  od 
one-party  lines ;  50  residence  on  multi-party  lines,  and  109 
rural  subscribers.  All  of  the  local  subscribers  are  on  fall 
metallic  lines  while  all  but  one  of  the  14  lines  classed  as 
rural  are  grounded.  The  applicant  switches  approximately 
20  telephones  of  the  Bayfield  Independent  Telephone  Com- 
pany at  35  cents  per  month  per  telephone.  Toll  connections 
are  made  with  the  Barnes  Telephone  Company,  Port  Wing 
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Telephone  Company,  North  Wisconsin  Toll  Line  Company, 
and  the  AVisconsin  Telephone  Company. 

The  finances  of  the  company,  as  reflected  by  the  income 
aecoants  contained  in  its  annual  reports  to  this  Commission 
are  as  follows  for  the  years  1916  to  1918  inclusive : 

TABLE  I. 
Revenubb  and  Expekbeb 


For  the  Yeats  Ending  December  31 

leio 

1017 

1918 

Operating  Rtvtnwt: 

»2,757  44 

$2,784  69 

Switching  service  telephone  eanuugs 

8S20 

87  16 

87  SO 

340  60 

465  le 

451  62 

TOTAL  orsRATlNO   BEVBNtTE          .     ,  , 

13,186  24 

$3,327  03 

83,856  26 

Opt  rating  Expentes: 

Cental  office  eipejwe - 

Wire  plant  expense 

(868  85 
211  40 
75  00 

$1,106  97 
200  40 
226  66 
626  00 
68  33 
1S4  23 

$1,622  58 
696  06 

301  30 

100  00 
37  21 

Undiitributed  expense 

503  63 

TOTAL  OF  ABOVE   ITIHB 

$1,774  46 

$2,391  68 

$760  00 
67  03 

16  eg 

$600  00 
12  00 
79  65 

TOTAL  OPBHATINO   EXPeKSEB 

$2,603  48 

$3,083  23 

$577  76 

$243  80 
17  40 

$577  76 

$261  20 

The  balance  sheets  show  a  cost  of  property  and  plant  of 
$10,000.  This  amount  has  remained  stationary  for  the  past 
three  years..  The  outstanding  capital  stock  amounts  to 
$2,500  and  other  obligations  in  the  form  of  first  mortgage 
bonds  amounting  to  $7,500.    In  addition  to  the  above  the 
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report  of  December  31,  J918,  shows  current  liabiliticis  in 
the  form  of  notes  ami  l)ills  payable  to  the  amount  oi' 
$2,604.;)6.  Accounts  receivable  amounted  to  $1,023,62; 
niaterials  and  supplies  to  $15.00,  and  there  was  a  deficit  ot 
$1,51)6.04. 

On  the  lace  of  the  records  as  presented,  it  would  appear 
that  the  financial  situation  of  Ihe  applicant  is  serious,  but 
the  accounting  practices  of  the  company  warrant  some 
examination.  Wliile  we  have  not  had  opportunity  to  make 
an  audit  of  the  applicant's  records,  there  are  certain  checks 
whicli  can  be  made  from  the  data  submitted  in  the  annual 
reports  which  may  shed  some  light  on  the  situation.  For 
instance,  as  above  noted,  the  annual  reports  for  191G,  1917 
and  1918,  show  no  additions  to  property  and  plant.  How- 
ever, during  this  period  the  reports  show  that  the  plant 
has  increased  from  158  telephones  to  228;  from  73  miles 
of  wire  to  111  miles;  from  29  miles  of  iwles  to  38  niile.s 
and  from  88  switchboard  lines  in  use  to  108  11116.=;.  The 
<|uestion  arises  as  to  what  accounts  the  costs  of  these  exten- 
sions have  been  charged  upon  the  books  of  the  utility. 
Since  they  have  not  been  chargedto  the  property  and  plant 
account,  it  is  but  reasonal)le  to  presume  tltat  they  have 
been  included  under  operating  expenses  in  the  maintenance 
account.  The  actual  change  in  investment  has  probably 
amounted  to  at  least  $2,100  in  the  three  years,  or  an  aver- 
age of  $700  per  year.  If  this  average  amount  were  added 
to  the  gross  incomes  for  each  year,  as  sliown  in  Table  I.,  it 
would  etTect  the  following  changes: 

Gross  income  year  ending  December  31, 1916 $1,277  76 

Oross  income  yenr  ending  Deeember  31,  1917 961  20 

Gross  income  year  ending  December  .31,  1918 *380  79 

■  Deficit. 

That  the  operating  expenses  for  1918  include  items  other 
than  those  properly  chargeable  to  an  expense  account,  is 
further  evidenced  by  the  ratio  of  the  labor  expense,  aa 
reported,  to  the  total.  For  instance,  under  commercial 
expense  the  report  shows  labor  to  the  amount  of  $210,  and 
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u  total  for  the  item  of  $666.0.'),  leaving  $456.05  as  the  charge 
for  materials.  This  would  amomit  to  a  chaigc  of  $2.00  jier 
telephone  for  material  alone. 

AVe  do  not  l)elieve  it  likely  that  .such  an  amount  has 
actually  been  expended  for  material  for  eonmiercial  pur- 
jmses  alone.  Similar  criticism  might  he  made  of  other 
items.  The  following  table  sets  forth  the  weighted  aver- 
age expenses  per  teleplione  for  30  cla-ss  I)  telephone  utilities 
for  the  year  ended  December  31,  1918,  and  compares  these 
costs  with  tlio  applicant's  unit  costs  for  the  same  i>eriod: 


.  Weighted 
.  A<-eragt  of 
■  SO  Clafs  D 
I  Telfphone 
i'lUitiri 


Ceutral   oSa:   expense    per    telephone    excluding    switched 

telephones 53  40 

WireplaiitexpeDBepertelephoaeexcludingBwitchedtelepboiieil  1  48 

SubetationexpensepertelephoDeexcludinganitchedtelephDneBJ  1  05 
Commercial     expense    per    telephone    excluding    switched 

telephones j  64 

Oeneralexpense  pertetephoneexcludinKSwit«hed telephones.  >  1  66 
Undistributed   expense    per    telephone  exoludinn    Bwitchedl 

telephones i  72 

R  TEI.BPRONB  EXCLUDIHcl 
:         SIO    17 


16  5S 
262 
1  32 


The  above  coniimriisoii  sliows  the  abjiorniality  of  exiienses 
of  this  utility  n?  coinimred  with  the  expenses  of  otlier  utili- 
ties, comparable  in  size  and  .«copp  of  operation. 

A  note  appended  to  the  applicant's  income  account  for 
the  year  ending  December  31,  1918,  states  that  it  is  impos- 
sible to  operate  tlie  applicant's  teleplione  property  and  pay 
its  manager  $160  per  month,  three  girls  in  the  central  office- 
$130  per  irionth,  tlie  bookkeeiter  $62.r)0  per  month,  make  all 
necessary  repairs,  etc.,  and  collect  from  customers  $325  per 
month.  With  this  statement  we  are  in  agreement.  How- 
ever, the  necessity  with  proper  organization  of  the  busi- 
ness, of  paying  $160  per  month  for  the  manager  of  a  tele- 
lihone  exchange  of  228  subscribers  may  well  be  f|uesfioiied. 
Moreover  the  propriety  of  paying  a  bookkeeper  $62..")0  per 
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IWis. 
month  for  the  bookkeeping  services  rendered  to  this  utility, 
as  evidenced  by  the  records  shown  in  the  annual  reports  to 
this     Commission,    may    also    we    believe    be    seriously 
questioned. 

It  appears  impossible  to  determine  from  the  data  sub- 
mitted what  ha%'e  been  the  expenditures  which  should  be 
charged  to  operating  expenses.  Our  only  recourse  it 
appears  lies  in  estimating  what  should  be  legitimate  oper- 
ating expenses  for  this  utility.  This  utility,  we  believe, 
should  be  able  to  operate  at  a  cost  somewhere  in  the  neigh- 
borhood of  the  costs  of  other  telephone  utilities  of  a  similar 
size.  It  is  true  that  it  gives  all  night  service  without  extra 
charges  on  calls  handled  at  late  hours.  This  factor  will 
have  a  tendency  to  increase  the  total  operators'  wages.  On 
the  other  hand,  this  utility  is  jointly  operated  with  a  water 
and  an  electric  utility  and  it  might  reasonably  be  expected 
that  some  economies  of  operation  would  result  because  of 
this  fact.  Our  judgment  is  that  with  proper  economy,  cer- 
tainly not  more  than  $3,200  per  year  should  be  required  for 
all  expense  excluding  taxes  and  depreciation  upon  the 
property. 

As  stated  above,  the  hook  value  of  the  property  stands 
at  $10,000.  No  detailed  valuation  of  the  property  has  been 
made,  but  upon  the  basis  of  comparison  with  the  unit  values 
of  other  telephone  utilities  appraised  by  the  Commission, 
the  applicant's  property  would  have  a  cost  of  reproduction 
of  approximately  $9,000.  If  we  were  to  allow  interest  and 
depreciation  on  this  amount  at  14  per  cent.,  we  would  have 
$1,260.  This,  combined  with  the  operating  expense  of 
$3,200  referred  to  above,  plus  taxes  at  $83.17,  the  amount 
reported  for  the  year  ending  December  31,  1918,  amounts 
to  a  total  of  $4,543.17.  This  amount  exceeds  $3,856.26,— 
the  revenues  for  1918  — by  $686.91.  We  will  make  such 
increases  in  the  applicant's  rate  schedule  as  will  net 
appro-ximately  this  increase  in  rates.  If  the  applicant  can, 
with  proper  bookkeeping  and  management,  substantiate  the 
reasonableness  and  necessity  of  expenses  greater  than 
those  allowed  in  this  proceeding,  other  conclusions  may  be 
formed. 
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It  is,  therefore,  ordered,  That  the  applicant,  the  Iron 
River  Water  Light  and  Telephone  Company,  be,  and  the 
same  hereby  is,  authorized  to  suspend  its  schediUe  of  rates 
now  in  effect  for  telephone  services  and  substitute  therefor 
the  following  schedule: 

Business    $2  25  per  month 

One-party  residence  1  75  per  month 

ilulti-party  residence 1  25  per  month 

Rural  lines   1  50  gross  per  month 

1  25  net  per  month 

All  other  rates  of  the  present  schedule  shall  remain 
unaltered. 

The  rates  provided  for  in  this  schedule  may  become 
effective  April  1,  1919. 

Dated  as  Madison,  Wisconsin,  this  twentv-fourth  dav  of 
March,  1919. 


Jii  re  Application  of  the  Hamburg  Telephone  Company 
FOR  AuTHORrrv  TO  Increase  Rates. 

U-1053. 

Decided  March  34,  1919. 

XncTease  in  Rates  Anthorixed — Allowance  of  14  Per  Cent.  Hade  for 
Beaerve  for  Depreciation  and  Return  on  Iftvestment. 

Opinion  and  Decision. 
The  Hamburg  Telephone  Company,  a  corporation  oper- 
ating as  a  public  utility  under  the  laws  of  the  State  of 
Wisconsin,  filed  an  application  to  increase  its  rates  for 
telephone  service  with  the  Commission  on  February  5, 
1919.  It  sets  forth  therein  that  its  present  rate  is  $12.00 
per  year  and  that  the  revenue  accruing  from  this  charge  is 
not  sufficient  to  meet  its  operating  expenses.  It  asks,  there- 
fore, that  it  be  given  permission  to  increase  its  rate  to 
$14.00  per  year. 
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A  hearing  was  set  for  March  6,  3919,  at  Madison,  Wis- 
consin, ))ut  there  were  no  appearances  either  for  or  against 
the  application. 

Tiie  company  in  question  operates  tliree  rural  lines  witli 
T)7  sulispriliers  which  connect  with  the  Wisconsin  Telephone 
Company's  exchange  at  Merrill,  Wisconsin.  The  circuits 
are  full  metallic  and  the  equipment  consists  of  approxi- 
mately 45  miles  of  poles  and  90  miles  of  wire.  The  invest- 
ment in  jdant  is  variously  estimated  in  different  reports 
hut  a  conservative  estimate  would  appear  to  be  alHtut 
$:^.400.  The  outstanding  stock  amounts  to  $3,273,  with  no 
other  capital  IJahilities, 

The  operating  revenues  and  expenses  for  the  years  1917 
and  1918  are  set  forth  in  the  following  table: 

Table  I. 
Income  Account  —  Hambnrg  Telephone  Company 


19J7  191S 

Total  operating  revenues $C40  68  $659  40 

Labor 238  00  2fl7  S5 

Materials  and  iiiif;.-el  In  noons  itenia 59  24  107  44 

Switching  service 172  64  104  47 

TOi-AL  awivk' $109  SS  if.')G9  76 

Depreeintion 100  00  150  00 

Taxes 0  57  19  6S 

TOTAL  WERATis-t!  Kxi-KN-sis $579  45  $739  41 

Net  operating  revenue  or  delieit 61  23  'SO  04 

*  Ueficit. 

It  a|)i)ears  from  the  above  two  years'  operations  that 
the  applicant  can  not  longer  continue  to  oj)erate  its  plant 
for  $12.00  per  year.  It  has  also  been  set  forth  by  the 
applicant  that  its  switching  rate  has  been  increased  by 
the  Wisconsin  Telephone  Company  from  $3.00  per  sub- 
scriber to  $4.50  per  subscril>er  and  that  such  an  increase 
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will  cause  a  further  deficit  for  1919  over  1918.  The  rate 
as  proposed  by  tlie  Wiseoiisiu  Telephone  Company  is,  in 
our  opinion,  illegal  inasmuch  as  that  company  has  not 
appeared  before  this  Commission  to  have  its  rate  for 
i-witehing  service  at  Merrill  increased.  The  applicant  is, 
therefore,  under  no  obligation  to  pay  the  increase  and  no 
recognition  of  such  increase  has  been  made  in  estimating 
an  adequate  rate  of  return.  If  the  applicant  has  overpaid 
I'or  the  first  three  months  of  1919  in  accordance  with  the 
billing  of  the  Wisconsin  company,  such  amount  over  and 
above  $3.00  per  telephone,  i>er  year,  the  legal  rate,  should 
be  deducted  from  the  second  quarter's  payment. 

In  determining  a  rensonahle  rate  for  the  applicant  we 
have  estimated  its  interest  and  depreciation  cliarges  at  14 
per  cent,  on  an  investment  of  $3,400  in  lines  and  instru- 
ments. Tliese  fixed  charges  are  equivalent  to  $476  per 
year.  The  s^Yitching  charges  at  $3.00  per  telephone  per 
year  will  demand  $171  annually,  making  the  total  for  these 
purposes  $(>47.  Upon  this  basis  the  applicant's  request 
for  a  $14.00  rate,  if  granted,  would  leave  but  $2.6ti  per 
telephone  per  year  for  all  wire  plant,  substation,  taxes  and 
all  other  expense.  This  would  necessitate  very  economical 
inanagemeiit  on  the  part  of  the  applicant,  possibly  even 
to  the  detriment  of  the  service. 

It  will  be  noted  the  applicant's  lines  are  too  heavily 
loaded  and  we  recommend  that  the  steps  be  taken  as  soon 
ns  practicable  to  string  another  circuit  and  reduce  the 
number  of  subscribers  per  line  to  that  set  forth  in  the 
Conunission's  .Standards  of  Service.* 

Jt  is,  iherefure,  ordered,  That  the  applicant,  the  Ham- 
burg Teleiilione  Company,  be,  and  the  same  hereby  is, 
authorized  to  discontinue  its  rate  of  $12.00  per  instniment 
per  year  and  to  substitute  therefor  a  rate  of  $14.00  per 
year  ajiplicable  to  all  subscribers  alike. 

Rates  may  lie  made  effective  April  1,  1919. 
■  Dated  at  Madison,  Wisconsin,  this  twenty-fourth  dav  of 
March.  1919. 


*  Rpe  Ooinniission  leaflet  No.  34,  p.  112T. 
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In    re    Applkwtion    of    the    Theee    Lakes    Telephose 

Exchange  for  Authority  to  Increase  Rates. 

U-1054. 

Decided  March' 31,  191$. 

Modification  of  Bfttee  Authorized'— Short  Term  Bates  Fixed  — Ezceu 
Mileage  Ohugea  Betermlned  —  OommlSBion  on  Toll  Bates  Fixed. 

Applicant  soaght  authority  to  increase  its  rates  at  Three  Lakes,  wliere 
it  was  ohaixing  business  subscribers  $27.00  per  year  on  a  yearly  ba^ts,  or 
$3.00  per  month  on  a  short  temi  basis;  residence  and  rural  subscribers 
from  $1.00  to  $1.75  per  niontli  on  a  yearly  basis;  and  auramer  resorts 
from  $1.75  to  $3.00  per  month  on  a  short  temi  basis.  Because  of  auusual 
conditions  it  was  almost  necessary  to  deternune  a  separate  exchange  rate 
for  each  subscriber.  Insofar  as  it  was  possible,  howpver,  to  standardize 
the  rates  without  departing  too  far  from  tiie  actual  cost  involved,  the 
Commission  believed  that  standard  rates  should  be  established,  and  deemed 
it  advisable  to  establish  a  definite  area  in  which  definite  rates  should  pre- 
vail. As  the  village  of  Three  Lakes  was  not  incorporated,  the  Commission 
arbitrarily  defined  the  area  encompassed  by  a  half-mile  radius  from  the 
postoflice  and  bank  as  the  area  to  which  the  rates  should  apply. 

Held:  That  applicant  should  be  authorized  to  charge  local  sabscribers 
whose  telephones  were  within  the  local  zone,  net  rates  of  $2.00  for  one- 
party  business  service,  $1,75  for  two-party  business  service,  $1.75  for 
one-party  residence  service,  $1.50  for  two-party  residence  service  and 
$1.25  for  four-party  residence  service;  these  rates  eontemplating  full  ienn 
service.  Gross  rates,  25  cents  in  excess  of  net  rates,  should  be  authorised, 
the  difference  between  gross  and  net  rates  to  be  given  as  a  discount  for 
prompt  payment; 

That  local  subscribers  when  applying  for  short  term  service  should 
state  the  number  of  months  service  is  desired,  whereupon  the  telephone 
company  should  determine  the  season  rate  by  applyinti^  the  monthly  net 
rate  for  full  term  service  of  the  type  ordered  to  the  number  of  months 
for  which  service  was  desired  and  adding  thereto  50  cents  for  each  month 
within  one  year  from  the  date  of  installation,  in  which  service  is  not 
desired.  The  aggr^ate  of  these  sums  should  constitute  the  season  rate 
and  should  be  payable  before  service  is  extended; 

That  for  subscribers  located  outside  the  zone  in  which  local  rates  ap)>lT, 
the  rates  provided  for  foil  term  service  should  give  recognition  to  the 
additional  line  costs  involved,  which  shoald  be  divided  equally  among 
such  subscribers  as  use  the  lines.  These  line  costs  should  also  he  chained 
to  the  short  term  subscriber.  As  the  annual  charges  found  by  the  Com- 
1  applicable  to  the  company's  several  members  on  its  various  rural 
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lines  are  reasonable,  they  should  be  charged  —  these  yearly  char^^es  con- 
sisting of  the  yearly  line  charges  plus  tlie  local  yearly  rate  for  such  serv- 
ice as  is  received,  and  the  short  term  charges  consisting  of  the  yearly 
line  charges  plus  the  full  local  monthly  rate  for  the  type  of  service 
received  during  the  montha  the  service  is  used  and  about  25  cents  per 
month  during  the  months  the  service  is  not  used.  To  insure  the  payment 
of  these  costs,  it  is  reasonable  to  provide  that  the  charges  for  t'he  first 
month  should  consist  of  (a)  the  excess  line  costs  of  one  year,  (b)  th« 
regular  rental  for  one  month  and  (c)  the  fixed  charges  on  the  instru- 
ment for  eleven  monihs  in  which  service  will  probably  not  be  used. 
When  the  instrument  is  owned  or  maintained  by  its  subscriber  only  the 
first  charge  and  the  regular  rental  for  one  mouth,  legs  25  cents  should  be 
collected ; 

That  the  line  costs  as  computed  presuppose  that  petitioner  has  con- 
structed, owns  and  operat«s  all  slnb  lines  as  well  as  main  lines  in  use. 
Kor  each  mile  of  grounded  line  constructed,  owned  and  maintained  by 
the  subscriber,  a  deduction  of  $13.50  per  year  should  be  made  from  the 
chaises  as  computed,  and  for  greater  or  shorter  distances  proportionate 
deductions  should  be  made.  Deductions  on  metallic  circuits  should  be 
at  the  rate  of  $16.20  per  mile  per  year.  If  the  company  maintains  lines 
owned  by  subscribers,  deductions  should  be  at  the  rate  of  $10.00  and 
$12.00  respectively; 

That  applicant  which  had  physical  connection  for  toll  service  with  the 
Eagle  River  Telephone  Company  —  which  had  two  toll  stations  in  Three 
Ijakes  —  should  receive  20  per  cent,  of  the  revenues  on  all  out  toll 
messages  originated  on  its  lines  and  3  cents  on  each  toll  message  passing 
through  its  central  office. 

Opinion  and  Decision. 
The  applicant,  the  Three  Lakes  Telephone  Exchange,  is 
a  public  utility  providing  telephone  service  to  26  sub- 
scribers residing  in  or  about  the  village  of  Three  Lakes, 
Wisconsin.  Some  of  the  subscribers  receive  individual 
line  service,  others  party  service;  some  own  their  instru- 
ments or  have  provided  portions  of  the  distribution  system, 
while  others  have  furnished  no  part  of  the  equipment  used ; 
some  are  located  within  a  mile  of  the  central  office,  while 
others  are  six  miles  therefrom;  some  demand  service 
throughout  the  year,  while  others  demand  only  short  term 
service.  These  and  other  conditions  not  mentioned  are 
supposedly  reflected  in  the  rates  now  in  effect,  which  are : 
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Business  Subscribers: 

Ynirly  rate $27  00 

Short  tpnn  rntr 3  00  per  nioiith 

^Hmmer  Resorts: 

Sliort  term  rates from  $1.75  to  $3.00  per  month 

HesiJeiice  aniJ  Unral  Subscribers: 

Yearly  rate from  $1.00  to  $1.75  per  month 

The  foregoing  rates  are  alleged  to  yield  less  revenues 
than  tlie  asgregate  costs  to  the  applicant  of  operating  and 
maintaining  its  exchange,  wherefor  its  petitions  for 
jiutliorily  to  place  In  effect  certain  increased  rates  ranging 
from  $15.00  to  $40.00  per  year,  depending  upon  such  con- 
■ditions  as  liave  been  pointed  out  as  being  reflected  in  the 
rates  now  effective. 

The  petition  also  includes  a  matter  of  toll  earnings 
adjustment.  Tlie  Tliree  Lakes  Telephone  Exchange  is  con- 
nected with  tlie  Eagle  River  Telephone  Company's  central 
office  at  Eagle  River  about  twelve  miles  north  of  Three 
Ijikep  by  means  of  a  metalUc  toll  line  owiied  in  its  entirety 
Ijy  the  latter  company.  Subscribers  of  the  Three  Lakes 
Telephone  Exchange  are  thus  provided  i^-ith  local  toll 
w;r\'ice  to  Eagle  River  and  with  a  connection  to  long  dis- 
tance service.  The  Eagle  River  Telephone  Company  also 
maintains  two  toll  stations  in  Three  Lakes.  For  such  toll 
messages,  local  and  long  distance,  as  originate  on  its  lines 
and  are  switched  by  it  to  tlie  Eagle  River  Telephone  Com- 
jjany.  the  Three  Lakes  Telephone  Exchange  has  been 
receiving  a  flat  rate  of  $3.00  per  month.  This  it  alleges  is 
inadequate  remuneration.  It  asks  that  the  Eagle  River 
Teleplione  Com])any  be  directed  to  pay  25  per  cent,  of  the 
revenues  from  all  toll  traffic  originating  in  the  town  of 
Three  Lakes  and  5  per  cent,  of  the  revenues  from  all  toll 
nails  terminating  at  tlie  Three  Lakes  Telephone  Exchange's 
subscribers'  stations,  the  same  to  be  made  effective  as  of 
December  1,  1917.  Further  i>etifion  is  made  that  sub- 
Miribers  be  iec|uired  to  pay  all  toll  bills  at  the  office  of  the 
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Three  Lakes  Telephone  Excliaiic^e  on  or  before  the  fifth 
(fay  ol'  each  month. 

A  hearing  was  held  September  10,  1918,  at  Antiso,  Wis- 
consin, James  Donnelly,  owner  and  manager,  appeared  on 
behalf  of  the  Three  Lakes  Telephone  Excliange.  There 
were  no  other  appearances. 

Because  of  the  unusual  conditions  M'hich  obtain  in  this 
case  it  appears  almost  necessary'  to  determine  a  separate 
exchan,ye  rate  for  each  subscriber.  Insofar  as  it  is  pos- 
silile,  however,  to  standardize  the  rates  without  departinj^ 
too  far  from  the  actual  costs  involved,  the  Connnission 
believes  that  standard  rates  shonld  be  provided.  It  is, 
therefore,  deemed  advisable  to  establish  a  definite  area  in 
which  definite  rates  shall  prevail.  Since  the  villaj!:e  of 
Three  Lakes  is  not  incorporated  it  is  thought  best  ta 
arbitrarily  define  the  area  encompassed  by  a  half-mile- 
radius  from  the  corner  of  the  Main  street,  where  the  post- 
office  and  the  bank  are  now  situated,  as  the  area  withirt 
which  local  rates  shall  apply. 

The  following  rates  appear  reasonable  for  local  sub- 
scribers : 

Local  Ratks. 
Bttsinesa  Subscribers:  Gross  Nef 

One-i)arty.  per  month $2  25  $2  00" 

Two-party,  pox  montli 2  00  I  TS 

Residence  Subscribers: 

One-party,  per  monlli 2  00  1  75- 

Two-i)art.v,  per  month 1  75  1  50> 

Four-party,  jmt  month 1  50  1  25 

Short  Term  iS'cri'itc  based  upon  regular  net  monthly  rate  for  type  of 
service  reeeived  for  niontiis  in  which  sonice  is  taken  plus  50  cents  per 
month  for  all  months  in  which  serviee  is  not  taken,  within  one  year 
from  date  of  installation. 

For  subscribers  located  outside  the  zone  in  which  the 
local  rates  apply,  the  rates  provided  for  full  term  service 
should  give  recognition  to  the  additional  line  costs  involved, 
■which  sliould  be  divided  equally  among  such  subscribers  as 
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use  the  lines.  They  should  be  charged  to  the  short  term 
subscriber  of  the  telephone  service  in  no  less  proportion 
than  to  the  yearly  subscriber. 

Petitioner  has,  aside  from  a  few  short  circuits  serving 
subscribers  close  to  the  village,  but  two  circuits  extending 
materially  beyond  the  area  herein  defined  as  the  zone  in 
■which  local  rates  shall  apply.  Proceeding  upon  this  basis, 
we  obtain  the  follow-ing  annual  charges  to  various  sub- 
scribers for  line  costs  on  the  one  circuit. 

J.  H.  Kurzelins $2  70 

L.  A.  Bishop 18  90 

Fred  Williams  10  50 

J.  R.  Nelson 10  50 

and  on  the  second  circuit — 

Luke  Side  R«sort 1  60 

McCoy's  Cottage 1  60 

Batavia  Club 2  78 

Ed.  Stancel 7  62 

J.  H.  Pults'  Resort 14  91 

Frederick  Resort  13  69 

Camp  Minnewonki   19  09 

Klose  R«80rt 32  59 

Serry  Resort  31  24 

Annual  line  charges  for  subscribers  on  the  shorter  cir- 
cuits close  to  the  village  have  been  determined  as  follows: 

Three  Lakes  Garage $3  38 

H,  Anderson,  livery 4  05 

Campbell's  Farm 6  00 

Deli  Brewster i  15 

The  line  costs  as  computed  presuppose  that  petitioner 
has  constructed,  owns  and  operates  all  stub  lines  as  well 
as  main  lines  in  use.  For  each  mile  of  grounded  line  con- 
structed, owned  and  maintained  by  subscriber,  a  deduction 
of  $13.50  i)er  year  should  be  made  from  the  charges  as 
computed  and  for  greater  or  shorter  distances  propor- 
tionate deductions  should  be  made.  Deductions  on  metallic 
circuits  should  be  at  the  rate  of  $16.20  per  mile  per  year. 
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11'  the  company  maintains  lines  owned  by  subscribers 
deductions  should  be  at  the  rates  of  $10.00  and  $12.00, 
respectively. 

The  total  yearly  charges  to  be  paid  by  subscribers 
located  beyond  the  local  service  zone  should  consist  of  the 
yearly  line  charges  plus  the  local  yearly  rate  for  such  serv- 
ice as  is  received. 

The  total  short  term  charges  to  be  paid  by  subscribers 
located  beyond  the  local  service  zone  should  consist  of  the 
yearly  line  charges  phis  the  full  local  monthly  rate  for  the 
type  of  service  received  during  the  months  service  is  used' 
and  about  25  cents  per  month  during  the  months  service  is 
not  used.  To  insure  the  payment  of  these  costs  it  appears 
reasonable  to  provide  that  the  charge  for  the  first  month's 
service  shall  consist  of: 

1.  The  excess  line  costs  for  one  year. 

2.  The  regular  rental  for  one  nionth,  and 

3.  The  fixed  charges  on  instrument  for  11  months  in  which  service  will 
probably  not  be  used. 

The  above  charges  should  be  paid  before  service  is 
extended.  For  each  additional  month  the  only  charge 
ehonld  be  the  regular  monthly  rental  less  25  cents,  the 
■fixed  charges  on  instrument,  payment  of  which  was  made 
in  the  first  month's  charge.  When  instrument  is  owned 
.and  maintained  by  the  subscriber  the  first  month's  charges 
will  consist  of : 

1.  The  excess  line  costs  for  the  year,  and 

2.  The  regular  rental  for  one  nionth  less  25  cents. 

Charges  for  additional  months  will  be  the  same  as  for 
subscribers  who  do  not  furnish  and  maintain  instruments. 

The  foregoing  short  term  service  charges  contemplate 
that  tlie  instrument  will  not  be  removed  from  subscriber's 
premises  during  the  time  service  is  not  used.  It  follows, 
tlierefore,  tliat  if  the  telephone  company  does  remove 
instrument  it  does  so  at  its  own  volition  and  should,  there- 
fore, not  be  allowed  to  make  any  special  charges  for 
removal  or  reinstallment  of  the  instrument. 
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Ab  to  its  fair  share  in  the  toll  earnings  we  believe  peti- 
tioner's demands  are  unusual.  Tlie  usual  practice  is  to  give 
the  originating  exchange  from  15  to  25  per  cent,  of  the 
revenues  from  originating  toll  messages.  This  case  is 
somewhat  coniplieated,  however,  by  the  presence  of  the 
Eagle  Kiver  Telephone  Company's  two  stations  jn  Three 
Lakes.  It  appears,  therefore,  that  under  tlie  special  con- 
ditions here  existing  it  Avould  be  well  to  provide  some 
remuneration  on  terminating  toll  calls  in  addition  to  the 
regular  commission  on  outgoing  messages.  We  iwlieve  if 
applicant  received  20  per  cent,  of  the  revenues  on  all  out 
toll  messages  and  3  cents  on  each  in  toll  mes.sage  passing 
through  its  central  office  that  it  will  be  receiving  a  reason- 
able renmneiration  for  its  services  in  relation  to  toll  calls. 

While  no  particular  mention  has  been  made  of  the  actual 
operating  costs  to  the  applicant  of  rendering  service,  the 
evidence  shows  that  tlie  manager  charges  $3(55  a  year  for 
taking  care  of  the  central  office  in  addition  to  $120  a  year 
for  office  rent,  light  and  heat.  Out  of  tlie  $3(15,  the  manager 
pays  for  the  operating  labor.  One  operator  is  employed 
throughout  tho  year  excepting  during  the  snnnner  when 
the  ad<iitionaI  traffic  emanating  from  the  various  resorts 
necessitates  an  extra  operator  for  a  perio<l  of  al>out  two 
and  one-half  months.  Apparently  the  foregoing  expenses 
represent  only  such  expenses  as  are  incident  to  tlie  central 
office.  When  the  cost  of  repair  materials  needed  in  the 
maintenance  of  the  substations  and  wire  plant,  the  miscel- 
laneous expenses  usually  designated  as  conmiercial,  general 
and  undistributed  expenses  and  when  taxes  and  deprecia- 
tion are  considered  in  conjunction  with  the  central  office 
expenses,  there  can  be  no  question  as  to  the  justification  of 
the  suggested  rates  and  charges.  We  doubt  if  the  sug- 
gested rates  ^^^ll  yield  sufficient  revenues  to  pro^'ide  a 
normal  return  on  the  investment,  but  it  is  our  opinion  that 
in  its  present  state  of  development  the  iitility  should  ^^e 
satisfied  with  a  relatively  small  return. 

If  if,  therefore,  ordered,  1.  That  the  applicant,  the 
Thrtw^  Lakes  Telephone  Exchange,  shall,  for  rate  purposes, 
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classiiy  its  !:<ubscribers  into  the  two  main  classes:   Local 
siiliscrihei's  aiitl  rural  subscriber!?. 

Local  subtscribers  shall  include  all  subscribers  whose  tele- 
l)hones  are  located  ■within  the  local  zone  as  defined  in  the 
J'ody  of  this  decision  and  rural  subscribers  shall  include  all 
other  subscribers. 

2.  That  the  Three  Lakes  Telephone  Exehange  be,  and 
the  same  hereby  is,  authorized  to  place  in  effect  the  follow- 
in,!;:  rates  and  rules: 

Local  Bates. 
(To  bp  npplird  to  ali  local  siibscTibfrs  as  defined  in  Seetion  1  of  tlii3 
order. ) 

Full  Tkhm  Shrvk-k  —  Bat>;s  Per  Month. 

^Ju.-iHcw  t!iib!:ciib'.-rs:  Gross  Net 

Onp-party  service,  per  niontli $2  25  $2  00 

Two-pnrty  sfivii-e,  per  month 2  00  1  75 

One-party  seni<'e,  ppv  montli 2  00  1  7.5 

Two-party  service,  per  montli 1  75  1  50 

Four-pnrty  service,  per  month 1  50  1  25 

Short  Tbbm  Service  — Rate  per  Season. 
Fartifis  when  nj)plyinjt  for  short  t<rm  seniee  shall  state  the  number 
of  inontliH  service  is  desired,  wliereppon  the  telephone  exehan^  will 
iletpmiine  the  season  rate  by  applying  the  fail  term  service  monthly  net 
rate  for  the  tyjie  of  service  ordered  to  the  number  of  months  for  which 
spn'iee  is  desired  and  add  thereto  50  cents  for  each  month  within  one 
year  from  the  date  of  installation,  in  which  service  is  not  desired.  The 
ni^rregate  of  these  sums  shall  eonsHtute  the  season  rate  and  shall  be 
payable  before  i^en-ic*  is  extended. 
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Rural  Rates. 
(To  be  applied  to  all  Raral  Subseribers  &s  defined  in  Section  1  of  thii. 
order.) 


FM  Term  Servke 

Short  TermSeniet 

MtmlhlyRatt 

Fira 
MoTUk 

Nel 

Gtou 

Nit 

Net 

Orou 

Net 

$24  00 

S2  2S 

S2  00 

r  SO 

%l  75 

SI  50 

24  00 

2  00 

1  75 

24  00 

225 

200 

10  25 

1  50 

24  00 

2  25 

200 

7  50 

1  75 

1  50 

21  00 

200 

1  75 

1  50 

1  25 

15  00 

1  50 

1  25 

6  75 

1  00 

21  00 

200 

1  75 

7  25 

1  SI) 

1  25 

21  00 

200 

1  76 

12  75 

1  00 

75 

33  00 

300 

2  75 

IB  25 

1  50 

1  25 

1  50 

48  00 

4  25 

400 

34  25 

1  50 

4S  00 

425 

4  00 

34  25 

1  50 

1  25 

21  00 

200 

1  75 

7  26 

1  50 

1  26 

36  00 

325 

300 

22  25 

1  50 

I  25 

21  00 

200 

1  75 

12  75 

1  00 

21  00 

200 

1  75 

12  75 

1  00 

ThtM  Lftkee  G«n«e.  . 
H,  Anderaon  —  livery . . 
Campbellg'B  Farm  . .  . . 

DellBMira4«T 

Lake  Side  Reaort 

McCoy  Cotlase 

BaUvi&Club 

Pulls  Resort 

Stancel  Farm 

Frederick  Reaort 

Camp  MimiewoDki 

Klote  Reaort 

Seny  Raaort 

J.  H.  Kuneliua  Resort. 
1>.  A.  Biahop  Resort. , . 

Nelwn  Farm 

Fred  Waiiama   


Rules. 

1.  Di»coiint: 

When  (croas  and  net  rates  are  quoted  it  shall  be  understood  that  the 
difference  between  these  rates  constitutes  a  discount  which  ^il  be 
fciven  to  subscribers  paying  their  monthly  bill  before  the  fifteenth  of 
the  month  in  which  bill  is  rendered. 

2.  Bills  are  payable  at  the  office  of  the  Three  Lakes  Telephone  Exchange. 

3.  Billing: 

Subscribers  will  be  billed  before  the  5th  of  each  montli  for  all  toll 
chni^s  contracted  from  the  date  of  the  preceding  billing  plus  the 
month's  exchange  rentals  at  the  gross  rates. 

4.  Hebalen: 

Subscribers  furnishing  and  maintaining  their  instruments  or  por- 
tions of  their  distribution  equipment  will  be  given  additional  deduc- 
tions as  follows: 
For  such  instrument  furnished  and  maintained,  $3.00  per  year  or  25 

cents  per  month. 
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For  each  itistniinent  furnished  but  niBintained  by  the  company,  $1.80 
per  year  or  15  c«at8  per  month. 

For  each  mile  of  grounded  line  (poles  and  wires)  furnished  and  main- 
tained by  sabscriber,  $13.50  per  year  or  $1.15  per  month. 

For  each  mile  of  grounded  line  (poles  and  wire)  furnished  by  sub- 
soriber  but  maintained  by  the  company,  $10.00  per  year  or  85  cents 
per  month. 

For  each  mile  of  metallic  Une  (poles  and  wire)  furnished  and  main- 
tained by  sabscriber,  $16.20  per  year  or  $1.35  per  month. 

For  each  mile  of  metallic  Une  (poles  and  wire)  furnished  by  sub- 
scriber but  maintained  by  the  company,  $12.00  per  year,  or  $1.00 

If  more  or  leas  than  one  mile  of  line  is  furnished  and  maintained  or 
merely  furnished  by  the  subscriber  the  deductions  shall  be  propor- 
tional to  those  provided  for  one  mile  of  line,  but. no  deduction  shall 
be  made  on  any  section  of  line  less  than  one  quarter  mile  in  length. 

5.  Change  in  Rates  for  Change  in  Class  of  Service  —  Rtiral: 

The  rates  here  provided  are  based  npon  such  service  as'  it  appears  * 

subscribers  are  receiving.  If  subscriber  is  quoted  at  multi-party  resi- 
dence rate  (MR)  subtract  $6.00  per  year  or  50  cents  per  month  from 
the  rates  quoted,  and  vice  versa  add  $6.00  per  year  or  50  cents  per 
month  if  the  reverse  situation  exists.  In  the  same  manner  rates  for 
two-party  business  (2B)  or  two-party  residence  (2R)  may  be  changed 
by  adding  or  substracting  the  difEerentiats  existing  between  the  class 
of  service  at  which  subscriber  has  been  quoted  and  the  class  of  service 
which  is  actually  reeeived- 

3.  That  the  Eagle  River  Telephone  Company  shall  pay 
to  the  Three  Lakes  Telephone  Exchange  for  its  service  in 
handling  toll  calls  20  per  cent,  of  the  revenues  received 
from  all  out  toll  messages  and  3  cents  on  each  in  toll  mes- 
sages passing  through  the  central  office  of  the  Three  Lakes 
Telephone  Exchange. 

It  is  recommended,  That  the  Three  Lakes  Telephone 
Exchange  purchase  all  equipment  now  furnished  by  its 
subscribers  used  or  useful  in  its  business. 

Dated  at  Madison,  Wisconsin,  this  thirty-first  dav  of 
March,  1919. 
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CANADA. 
Board  of  Railway  Commissioners. 

1»  re  Api'ucation  kor  ax  Order  Uirecting  Thk  Bell  Tele- 
phoxe  companv  to  dismiss  from  its  sfirmre  j.  a. 
Andbrsox. 

File  Xo.  29113. 

Deeiilrd  Febrnarij  6,  1019. 

Distinction  between  Begnlation  and  Hanagement' Hade. 

Rc'LiKt;. 

Application  is  made  i'or  an  order  ol'  the  Board  directinj; 
llie  disiiiissai  from  tlie  service  of  the  Bell  Telephone  Com- 
pany of  J.  A.  Anderson,  formerly  traffic  manager  of  the 
f«id  company, 

Tho  jurisdiction  of  the  Board  in  respect  of  the  Bell 
Telephone  Company  is  entirely  one  over  rates,  including 
under  such  jurisdiction  the  provisions  of  the  Railway  Act 
in  regard  to  discrimination.  Tinkess  v.  Bell  Telephotie 
Company,''  20  C.  B.  C,  249,  at  j).  253.  In  the  same  ease, 
where  9.  service  re-arrangement  was  made  by  the  company, 
it  was  held,  at  p.  255,  that  the  re-arrangement  which  the 
Bell  Teh'])lioiie  Company  proposed  to  make  was  a  matter 
cf  internal  management  of  its  business,  over  which  tlie 
Board  had  no  jmwer  as  it  had  I>een  given  no  jurisdiction  by 
Parliament. 

Tlie  limitation  of  the  Board's  jurisdiction  to  rate  mat- 
ters so  far  as  the  Bell  Telephone  Company  is  concerned  is 
also  stated  in  North  Lnncaster  Exchange  v.  Bell  Telephone 
(hmpaiii/.^  21  C.  R.  C.  220. 

Under  no  section  of  the  Railway  Act  is  the  Board  given 
any  jurisdiction  to  interfere  with  the  internal  discipline  of 
a  telephone  company  in  re.=;pect  of  directing  the  dismissal 

•  Soe  Commission  Leaflet  No.  55,  p.  516. 
)  See  Commission  Leaflet  No.  73,  p.  181. 
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of  one  of  its  employees.  The  Board  has  a  jurisdiction 
over  railway  companies  in  respect  of  service  which  it  does 
not  possess  in  the  case  of  telephone  companies;  but  here, 
notwithstanding  its  wider  jurisdiction,  there  is  no  power 
to  interfere  with  the  internal  discipline  of  a  railway  com- 
pany in  respect  of  directing  the  dismissal  of  one  of  its 
employees. 

Reference  may  be  made  to  the  application  of  Roy  Gillies, 
of  Maororie,  Saskatchewan,  asking  for  the  removal  of  the 
Canadian  Northern  station  agent.  Applicant  was  advised 
that  it  was  purely  a  matter  of  internal  railway  discipline 
and  one  over  which  the  Board  had  no  jurisdiction.  {File 
20)902.) 

Wherever  the  Board  has  received  a  complaint  desiring 
the  disciplining  or  removal  of  a  railway  employee,  the 
position  has  been  taken  that  this  is  a  matter  of  internal 
discixjline  of  the  company  over  which  the  Board  has  no 
jurisdiction.  This  position,  which  applies  in  the  field  of 
railway  regulation  where  the  Board  has  a  wide  jurisdic- 
tion, applies  equally  in  the  field  of  telephone  regulation 
where  the  Board  has  a  narrow  jurisdiction. 

Februarj'  8, 1919. 
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ONTAEIO. 
The  Railway  and  MimiclpM  Board. 

In  re  Application  of  The  St.  Mary's,  Medina  and  Kibk- 
TON  Telepho'e  Company,  Ltd.,  for  Authority  to 
Increase  Rates. 

P.  F.-D034. 
Decided  November  30,  1918. 

iMcreasa  in  ftfttw  Aatborised  —  OompuiT  Ordsred  to  Mske  STstem  Full 

HeUUic  —  Farther  Increase  Antborized  to  Become  Effective  Upon 

Bocli  Beconstmction — Allowance  of  6  Per  Cent.  Ordered  Set 

Aside  f 01  Reserve  for  Depreciatian  —  Use  of  DepredatioD 

Fnnd  Outlined. 

Order. 

Upon  the  applipation  of  the  above-named  applicant,  upon 
hearing  the  eviilf  iice  adduced  on  behalf  of  all  parties,  upon 
reading  statement  oi"  assets  and  lialiilities,  receipts  and 
disbursements,  and  other  material  filed. 

The  Board  orders,  That  the  applicant,  The  St.  Mary's. 
Medina  and  Kirkton  Telephone  Company,  Limited,  be 
authorized  to  cliarge  the  following  rates  for  telephone 
service : 

To  each  subscriber  to  whom  the  applicant  is  fumiehed 

service  by  means  of  a  metallic  circuit $13  50  per  annnin 

To  each  subscriber  to  whom  applicant  is  furnishing 
.  service  by  meant;  of  a  single  grounded  circuit 12  00  per  annum 

A)id  the  Board  further  orders: 

3.  That  the  applicant  proceed  without  any  unnecessary 
delay  to  oarry  out  sucli  roeonst ruction  and  improvement  of 
its  plant  and  equipment  as  may  be  necessary  to  enable  the 
furnishing  of  service  to  its  subscribers  by  means  of  metallic 
circuits  on  or  before  the  thirty-first  day  of  October,  1919; 
after  which  date,  and  subject  to  tlie  condition  that  the 
1784 


dbvGoOQle 


Apfl.  of  St.  Mabt%  Medina  &  KisKtos  T.  Co.,  Im).    1783 
G.  L.  89} 

applicant  is  then  furnishing  service  to  all  of  its  subscribers 
by  means  of  metallic  circuits,  applicant  may  charge  its 
subscribers  the  annual  sum  of  $15.00  for  telephone  service. 

2.  That,  for  the  purpose  of  providing  a  fund  to  meet  the 
cost  of  the  renewal  of  its  plant  and  equipment,  the  appli- 
cant shall  on  December  31,  1919,  and  each  year  tliereatter 
set  aside  out  of  its  earnings  a  sum  equal  to  not  less  than  5 
per  cent,  of  the  total  value  of  the  plant  and  equipment  used 
in  the  applicant's  business  on  December  31  in  each  such 
year.  The  fund  so  provided  shall  be  applied  exclusively  to 
the  cost  of  renewing  such  portion  of  the  said  plant  and 
equipment  as  may  from  time  to  time  be  rendered  necessary 
by  depreciation  or  obsolescence,  and  after  deducting  there- 
from such  amounts  as  may  have  been  so  expended  in  any 
one  year  the  residual  amount  shall  be  placed  on  deposit  in 
a  chartered  bank,  as  a  separate  account,  or  may  be  tem- 
porarily used  in  the  purchase  of  such  securities  as  the 
Board  may  approve  of  until  the  exigencies  of  the  appli- 
cant's business  renders  necessary  the  application,  as 
aforesaid,  of  such  fund  or  any  portion  thereof. 

3.  That  the  applicant  shall  on  or  before  the  fifteenth  day 
of  January  in  each  year,  furnish  tlie  Board  with  a  report 
setting  forth:  (a)  The  total  amount  standing  at  the  credit 
of  the  fund  referred  to  in  Clause  2  hereof  on  the  thirty- 
first  day  of  December  in  the  preceding  year;  (b)  The 
amount  of  snch  fund  which  has  been  temporarily  used  in 
the  purchase  of  securities;  (e)  The  name  and  values  of  the 
securities  so  purchased,  together  with  (d)  a  certified  state- 
ment from  the  bank  in  which  the  fund  is  deposited,  showing 
the  amount  standing  at  the  credit  of  such  fund  on  the  last 
named  date. 

4.  That  the  applicant  shall  keep  in  such  form  as  the 
Board  may  approve  separate  records  of  all  expenditures 
upon  the  construction,  operation,  maintenance  and  renewal 
of  its  plant  and  equipment,  and  shall  furnish  such  infor- 
mation in  regard  thereto  as  the  Board  may  deem  necessary, 
in  order  to  satisfy  the  Board  that  the  provisions  of  the 
two  next  preceding  clauses  are  being  carried  out, 
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And  the  Board  makes  no  order  for  costs,  save  and  except 

that  the  applicant  shall  pay  $10.00  for  the  law  stamps 

required  for  this  Order. 
November  30,  1918. 


James  Nairn  and  John  G.  Roy  v.  The  Sebringvhae  Tei.b- 
PHONK  Company  and  The  St.  Mary's,  Medina  and 
KiRKTON  Telephone  Company,  Ltd. 

P.  F.-5046. 

Decided  November  30,  1918. 

ErtabUdmant   of   Phyaical   Coniidctioii   Ordered  —  Charge   for   Eadi 
Hesa&ge  PaMlng  Over  Switch  Fixed. 

Order. 

Upon  the  application  of  the  above-named  applicants,  in 
the  presence  of  applicants  and  respondents,  upon  hearing 
the  evidence  adduced  on  l>ehalf  of  the  applicants  and 
lespondents,  and  upon  hearing  counsel  for  the  applicants 
and  respondents. 

The  Board  orders: 

1.  That  the  respondents  shall  establish  on  or  before 
December  31,  1918,  an  office  in  the  village  of  Fullarton  and 
shall  install  therein  a  suitable  switch  to  enable  the  carrying 
out  of  an  interchange  of  service  between  the  subscribers 
of  the  respondents'  telephone  systems  by  means  of  the 
existing  party  lines  of  the  respondents  now  terminating  in 
the  said  village  of  Fullarton  and  connecting  upon  the 
switchboards  of  the  respondents  in  the  villages  of  Sebring- 
ville  and  Kirkton,  respectively. 

2.  That  tlie  charge  for  each  conversation  or  message 
transmitted  over  the  said  party  lines  of  the  respondents 
by  means  of  the  switch  referred  to  in  the  preceding  para- 
graph shall  be  5  cents. 

3.  That  the  respondent,  The  St.  Mary's,  Medina  and 
ICirkton  Telephone  Company,  shall  forthwith  convert  its 
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present  party  line  grounded  circuit  between  Kirkton  and 
Fullarton  into  a  party  line  metallic  circmt. 

And  the  Board  makes  no  order  for  costs  or  for  the  law 
stamps  in  connection  with  this  order. 

November  30,  1918. 


Commissioners  for  the  Telephone  'System  of  the  Munici- 
PAxjTY  OP  Kerns  v.  The  Armstrong  Independent 
Telephone  Company,  Ltd. 

P.  F.-5047. 

Decided  December  31,  1918. 
Dinct  FhyiiGkl  Oounectioii  Dniod  Wbere  Imllrect  Existed. 

Report.* 

I  have  to  advise  you  that  in  accordance  with  the  direc- 
tions of  the  Board  I  attended  in  New  Liskeard  for  the 
purpose  of  enquiring  into  the  above  matter  on  December 
11,  1918,  and  beg  to  submit  herewith  my  report  thereon,  as 
follows : 

The  applicants  were  represented  by  Messrs.  H.  J.  Pen- 
son  and  E.  Sackrider,  chairman  and  secretary,  respectively, 
of  The  Kerns  Municipal  Telephone  System,  and  the 
respondent  by  P.  F.  Lafleur,  president,  James  Fields, 
director,  and  Letcis  Porteous,  secretary,  of  the  Armstrong 
Telephone  Company,  Ijimited. 

It  would  appear  from  the  evidence  adduced  that  a  verbal 
arrangement  was  entered  into  between  the  applicants  and 
respondent  about  two  years  ago,  whereby  the  respondent 
agreed  to  pay  applicants  $4.50  per  telephone  for  switching 
services,  that  payment  to  include  free  interchange  among 
the  subscribers  of  the  respective  systems.  At  that  time 
there  were  npon  the  applicants '  system  approximately  two 


*  Report  of  Francis  Dn^cer,  Esq.,  the  Board's  Electrical  and  Tele- 
phone Expert,  to  D.  M.  Mclntyre,  Esq.,  K.  C,  ChairmsD  of  Ontario 
Railway  and  Uonicipal  Board,  dated  December  18,  1918. 
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hundred  telephones  and  upon   the  respondent's  system 
twelve  telephones. 

The  applicants'  system  has  two  central  offices — one  at 
Milberta,  nine  miles  distant  from  Earlton  where  respond- 
ent's system  is  located,  and  one  at  Thomioe,- four  .and  one- 
half  miles  from  Earlton,  connection  M'ith  the  respondent's 
system  being  made  at  Thornloe. 

Owiiiff  to  a  disagreement  between  the  parties  as  to  the 
terms  of  connection  under  the  verbal  arrangement  referred 
to,  the  applicants  cut  the  connection,  and,  after  a  severance 
covering  a  period  of  two  months  and  a  half,  the  connection 
wa.s  restored  pending  an  agreement  between  the  parties. 
This  agreement  has  never  been  reached,  hence  the  applica- 
tion to  this  Board. 

It  would  appear  that  applicants  propose  centering  all 
their  lines  upon  the  Milberta  switchboard  and  abolishing 
the  Thomioe  central.  It  will,  therefore,  be  necessary  if 
coimection  with  respondent's  system  is  to  be  continued  to 
build  an  additional  four  miles  of  circuit  to  reach  Milberta. 
The  applicants  are,  therefore,  not  prepared  to  continue 
connection  at  a  flat  rate  basis  per  telephone  unless  the 
respondent  pays  the  cost  of  extending  its  line  from  Thom- 
]oe  to  Milberta,  and  have  asked  this  Board  to  fix  the  terms 
for  interchange  upon  that  basis. 

The  respondent's  officials  now  state  that  they  do  not 
want  connection  with  the  applicants'  system  as  suggested 
for  the  following  reasons:  (1)  The  company  has  estab- 
lished its  own  central  office  at  Earlton;  (2)  That  it  has 
connection  with  the  long  distance  lines  of  The  Temiskaming 
Telephone  Company;  (3)  That  its  subscribers  can  obtain 
connection  with  the  applicants'  system  via  The  Temiskam- 
ing Telephone  Company's  line  from  Earlton  to  Milberta 
at  a  toll  of  35  cents  per  conversation. 

In  the  opinion  of  the  writer  if  direct  interchange  of 
service  is  to  be  established  between  these  two  systems  the 
proper  method  would  be  by  a  trunk  circuit  erected  at  the 
joint  expense  of  applicants  and  respondent  between  the 
central  offices  at  Earlton  and  Milberta,  and  to  establish  a 
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toll  charge  per  coiiverBation  to  be  equally  divided  as 
between  tbe  two  systems.  In  view,  however,  of  the  fact 
that  conmmiiioation  may  already  be  had  via  The  Teniiskam- 
ing  Telephone  Company's  line,  which  line  has  connection 
in  the  same  central  office  aa  respondent's  line  at  Karltoii, 
there  would  appear  to  be  no  necessity  for  this  Board  to 
issue  an  order  iu  the  matter. 

For  the  reasons  above  stated,  I  would  recommend  that 
this  application  be  denied  and  that  applicants  and  respond- 
ent be  advised  that,  in  view  of  the  fact  that  the  respondent 
states  the  existing  facilities  for  interchange  of  service  to 
be  entirely  adequate  for  the  needs  of  its  subscribers,  the 
Board  is  not  disposed  to  burden  the  company  with  an 
expenditure  it  does  not  wish  to  assume, 

Ohder. 

Upon  the  application  of  the  above  named  applicants  and 
upon  reading  the  report"  of  Francis  Dagger,  Esquire,  the 
Board's  Electrical  and  Telephone  Expert,  who  heard  the 
evidence  adduced  on  behalf  of  the  applicants  and  respond- 
ent, and  other  material  filed,  and  it  appearing  that  the  sub- 
scribers to  the  respondent's  system  can  obtain  connection 
with  the  subscribers  to  the  applicants'  system  via  the  lines 
of  The  Temiskamiiiff  Telephone  Company,  Limited,  which 
connect  with  the  switclihoards  of  the  respondent  and  the 
applicants  at  Earlton  and  Milberta,  respectively,  which 
method  of  interchange  of  service  is  entirely  satisfaetorj' " 
to  the  respondent, 

The  Board  orders  and  directs,  That  the  said  application 
be,  and  the  same  is  hereby,  dismissed. 

And  the  Board  makes  no  order  for  costs,  save  and  except 
that  the  applicants  and  the  respondent  shall  each  pay 
$2.50  for  tbe  law  stamps  required  for  this  order. 

December  33,  1918. 


'  Sec  JJ.  1787,  supra. 
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Commissioners  fob  the  Tfxephonr  System  of  the  Munici- 
pALrry   op   Kkrns  v.   The  Tbmiskaming   Telephone 
Company,  Ltd. 

P.  F.-5089. 

Decided  December  31,  1918. 

Bednctloii  in  Toll  BfttM  Ordflnd  —  ModificfttioiL  of  Oontnct  m  to 
DiTiBion  of  Intorliue  Bevenna  Ordered. 

Report.* 

I  have  to  advise  you  that,  in  accordance  with  the  direc- 
tion of  the  Board,  I  attended  in  New  Liskeard  for  the  pur- 
pose of  enquiring  into  the  above  matter  on  December  11, 
1918,  and  beg  to  submit  herewith  my  report  thereon,  as 
follows : 

The  applicants  were  represented  by  Messrs.  H.  J.  Pen- 
son  and  E.  Sackrider,  chairman  and  secretary,  respectively, 
of  The  Kerns  Municipal  Telephone  System,  and  the 
respondent  by  Messrs.  T.  McCamus,  president,  F.  L.  Hut- 
chinson, director,  P.  B.  Craven,  secretray,  respectively. 

From  the  evidence  adduced  it  would  appear  that  appli- 
cant and  respondent  are  interchanging  service  over  their 
respective  lines  under  an  agreement  dated  April  20,  1917. 

Clauses  5  and  6  of  this  agreement  provide  as  follows : 

"5.  The  chai^  to  sabscriberB  for  each  conversation  of  three  minntes 
duration  originating  on  the  system  of  the  proprietors  and  terminating 
*  upon  the  system  of  the  company  at  N^ew  I^keard  ezehange,  diall  be 
25  cents,  of  whicli  25  per  cent  shall  accrue  to  the  proprietors  and  tbe 
balance  to  the  company. 

6.  The  charge  to  the  subscribers  for  each  conversation  of  three  nunates 
duration  originating  on  the  system  of  the  company  at  New  Lisketud 
exchange  and  terminating  npon  the  system  of  the  proprietors  slnll  be 
25  cents,  of  vvhich  76  per  cent,  shall  accnie  to  the  company  mod  the 
balance  to  the  proprietors." 

Under  the  aforesaid  conditions  the  toll  charge  between 
the  systems  of  the  applicants  and  respondent  is  25  cents 


*  Report  of  Francis  Dagger,  Esq.,  the  Board's  Electrical  and  Tele- 
phone Expert,  to  D.  M.  Mclntyre,  Esq.,  K.  0.,  Chairman  of  Ontario 
Railway  and  Hnnicipal  Board,  dated  December  19,  1918. 
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per  conversation,  of  which  amount  applicants  receive  a 
commission  of  25  per  cent,  on  both  outgoing  wid  incoming 
calls. 

The  applicants  furnish  no  part  of  the  connecting  line 
other  than  the  terminal  on  the  switchboard  at  Milberta. 
Notwithstanding  this  fact  it  is  submitted  on  behalf  of  the 
commissioners  that  the  applicants  should  receive  a  larger 
share  of  tiiis  toll.  Mr.  P.  R.  Craven,  on  behalf  of  the 
respondent,  stated  that,  while  his  company  was  unwilling 
to  pay  a  larger  percentage  on  this  business  to  the  appli- 
cants, it  was  willing  to  accept  a  toll  of  15  cents  per  con- 
versation in  lieu  of  25  cents  if  the  applicants  would  forego 
any  commission  upon  that  amount.  This  offer  the  appli- 
cants had  refused  on  several  occasions. 

The  distance  between  New  Liskeard  and  Milberta,  the 
central  office  of  the  applicants,  being  only  twelve  miles,  the 
writer  is  of  the  opinion  that  25  cents  per  conversation  is 
too  high  a  toll  charge  for  this  business,  especially  in  view 
of  the  fact  that  the  respondent  is  lAilling  to  accept  15  cents. 
Moreover,  as  the  applicant  is  a  municipal  system,  the  cost 
of  operation  and  maintenance  being  borne  by  the  sub- 
scribers, there  would  appear  to  be  no  inducement  to  unduly 
tax  the  subscribers  upon  conversations  with  their  business 
center,  New  Liskeard. 

I  would  also  direct  your  attention  to  the  fact  that  Clause 
S  of  the  agreement  already  referred  to  provides  for  a  com- 
mission of  20  per  cent,  upon  all  long  distance  business 
originating  upon  applicants'  system  to  points  on  the 
respondent's  system  other  than  New  Liskeard. 

It  does  not  appear  to  the  writer  that  applicants  should 
be  entitled  to  any  higher  commission  on  business  with  New 
Ijiskeard  than  to  other  points  on  the  long  distance  systems 
of  the  respondent. 

I,  therefore,  recommend  that  this  Board  fix  the  toll 
charge  for  conversations  between  the  applicants'  system 
and  New  Liskeard  at  15  cents,  and  provide  that  the  appli- 
cants shall  be  paid  20  per  cent,  of  that  amount  upon  all 
calls  originating  upon  The  Kerns  Municipal  Telephone 
System. 
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[Ont 
Obder. 

TJpon  the  application  of  the  above-named  applicant  and 
upon  reading  the  report"  of  Francis  Dagger,  Esquire,  the 
Board's  Electrical  and  Telephone  Expert,  who  heard  the 
evidence  adduced  on  behalf  of  the  applicants  and  respond- 
ent, and  other  materia!  filed, 

The  Board  orders,  That  the  charge  to  subscribers  to  the 
telephone  systems  of  the  applicants  and  respondent  for 
each  conversation  of  three  minutes'  duration  ori^nating 
upon  the  system  of  the  applicant  and  terminating  upon  the 
system  of  the  respondent  at  New  Liskeard,  and  vice  versa, 
shall  be  15  cents,  which  amount  shall  accrue  to  the 
respondent. 

And  the  Board  further  orders,  That  Clause  8  of  the 
agreement  dated  the  twentietii  day  of  April,  1917,  between 
the  respondent  and  the  applicants  shall  be  amended  to  read 
as  follows : 

(8)  The  company  shall  pay  to  the  proprietors  20  per  cent,  o(  the  net 
reoeipts  received  by  the  eonipany,  exclusive  of  all  amounts  pRj'able  to 
the  proprietors  of  sysfems  not  owned  hy  the  company,  for  conversa- 
tions originating  upon  the  system  of  the  proprietors  and  terminating 
npon  the  system  of  the  company. 

And  the  Board  further  orders,  That  the  aforesaid  agree- 
ment dated  the  twentieth  day  of  April,  1917,  be  forthwith 
amended  so  as  to  include  the  provisions  contained  in  this 
order,  and  when  the  said  agreement  is  so  amended  that 
the  same  be  submitted  to  this  Board  for  approval. 

And  the  Board  makes  no  order  for  costs,  save  and  except 
that  the  applicants  and  the  respondent  shall  each  pay 
$2.50  for  the  law  stamps  required  for  this  order. 

December  31,  t918. 


•  See  supra,  p.  1790, 
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C.  L.  84-89  inclnsive. 
Deeember,  1918  — Mny,  1919. 

ACCOUNTS:  fade 

duplicate    prop«rty    ordered    cbareed    to    surplus    or    to 

deficit 560, 568 

profit  and  loss,  charging  of  discount  and  expenses  incurred 

in  sale  of  bonds  to,  authorized 333, 336, 340 

Bystem: 

outlined 1083, 1088 

uniform : 

approved 1358-1360 

ordered  installed.  .155, 157-159,  591-592. 597-598, 1644, 1649 

prescribed 711-712 

See    also    Operating    Expenses ;    Reports;    Reserve    for 
Depreciation. 
ADVAMOE  PAYMENT: 

nnnual,  from  swltchii^  subscribers  authorized 976, 1109 

discount  for,  approved 66,68,77,79,180,162,262,575,579 

678, 826, 1035-1037, 1360-1362 

discrimination  in  requirement  of,  forbidden 1478, 1480 

requirement  for,  approved 1821-1622 

annual    1360-1382 

greater  period  than,  held  to  retard  development. .  1478, 14S0 

service  stations,  from 1600, 1603 

subscriber  desiring  ext«nsion,  from,  ordered 1478-1481 

switching  subscribers,   from. ..  .66,68,  77,  79,736,1243, 1245 

quarterly 8M,  1159, 1166 

all  subscribers,  from 1533-1534,1540 

city  subscribers,  from 66,68,819,826,976 

farm  line  subscribers,  from 72,75,77,79,81,86 

160,  162,  207,  303-304.  488,  508,  676,  678,  776 

781-782,  789,  837, 1119, 1130, 1487-1490. 1542 

1548, 1570. 1574-1575, 1600, 1603,  1666, 1716 

1759-1760,1763 

suburban  subscribers,  from 1109 

switching  subscribers,  from 934,1758-1760 
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ADVANCE  FATHENT .—  Contiiraed :  pue 

requirement  for,  approved  — continued: 
senii-aDDual : 

all  subscribers,  from 1247,1249 

farm  line  subscribera,  from 72, 667, 672. 1109 

switehing  subscribers,   from 211,  252,  288, 303-3W 

1670, 1574-1575,  lW8-lfr49 

short  term  ser\'ice,  prior  to  giving,  approved 1'77 

See  also  Deposits;  Penalties;  Prompt  Paj-ment, 
AMORTIZATION: 

abandoned  plant  va'ue.  of,  authorized 333,336.340 

apprnHal  expense,  of,  ordered M3-9+4,  950 

d>s.'ount  on  eeeur  ties,  of,  orderwl 333,336,340,389-390.396 

453-454, 755-756,  758, 1400, 1402. 1577-1578 

rKpensee  of  sale  of  bonds,  of,  authorized 333, 336,  ^MO 

non-usable  property  minus  salva^  value,  of,  ordered. . .  .533,536-537 
See  also  Depreciation ;  Reserve  for  Depreciation. 
APPEALS: 

certificate  of  exigency  for  operation  of  telephone  business 
by  telegraph  company.  Commission  held  to  be  witbont 
jurisdiction    to    order    upon:    decision    affirmed    upon 

rehearing   47 

extension  of  time  for  flitng  new  schedule  granted  pending.  S6-87 

further  rehearing  denied 555 

passing  upon  ])roposed  issue  of  stock  dividends  by  foreiini 
corporation  held  not  wilh:n  jurisdiction  of  Conmiission 

upon    1377 

See  also  Hearings;  Rehearings;  Review. 
ASSOCIATIONS: 

rate  increase  upon  application  by  association  on  behalf  of 
sj'veral  companies,  for: 

authoriBed    913-916 

dismissed    1240-1242 

AUTOMOBILES.     See  Operating  Expenses. 
BANKBUPTCT: 

property   transferred   by   court    in   proceedings    of,   sale 

approved    1378-1380 

BETTERMENTS.     See    Securities:    issue:   betterments;   Sur- 
plus: betterments. 
BniLS: 

detailed  statements  of  toll  and  switching  charges  ordered 

fDrnished  connecting  company 1466, 1468 
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BILLS  —  Cont/nucd :  p.ige 

adjudication  of,  not  within  jur'sdict'on 1471-1472, 1475-147G 

writt^-n  rule  for  continuance  of  servee  durng  litiga- 
tion over,  not  required 746-747 

notice   of   refund    if   rates   not   found   reasonable   to    be 

stamped  on  1059-1060 

uncolleetible,  2"/*  allowance  made  for 1043 

BONDS.     See  Indemnity;  Seeurities. 
B00B:S.     See  Records. 
CANCELLATION  CHABOE: 

approved    41)3.  .W7 

CAPITAIJZATIOH: 

bond  d-aeounf,  of,  denied .' 395 

eonBtruction  costs,  of,  plan  outlined, 1656, 1661-1662 

franchises,  of,  disapproved  by  eoncurr'n^  Comni'ssioner. .  20 

interest  accrued  during  construction,  of,  authorized (163,671,673 

purchase  price,  only  part  of,  to  be  capitalized 533,  535,  537 

atock  issue  to  equalize  value  of  property  and: 

dividends,  of,  authorized 1636-1 637 

increase  suggested  1636-1637, 1655-1657, 1CC2 

undercap'tali/jition  of  purchasing  company  considered  -n 

permitting  sale  of  property 1239, 123 1 

See  also  AmnrtiEation. 
OHABITABLE   INST1TUT10N8.     See   Discrimination:    free 

and  reduced  rate  service. 
OHTTBCHES.      See    D'scrimination  r    free    and    reduced    rate 

CIBCUIT8: 

eomnmnicntion,   defined '. 24-25 

s'enal,  defined  24 

OLERGYMEH.     See   Discrimination:    free  and    reduced   rale 

service:  ministers. 
CLUBS.     See  DiKcri  mi  nation:  free  and  reduced  rate  service. 
com  BOXES.     See  Pay  SlatiooH. 
OOHHIBSIONS.     See  Rate:.:  toll:  divisicn. 
OOHPETITION: 

disadvanti^n^  of,  eliminated  by  consolidation 1576, 1i)}^4, 1615 

ieifl-1620 
prevention  of  subscribers  chan^ng  from  a  company  to  its 

competitor  not  within  jurisdiction 1116-1117 

See  also  Consolidation:  competing;  Duplication;  Physical 
Connect'on:  formerly;  Public  Convenience  and  Nenos- 
sity:    certificates:    invasion;    R«tes;    competitive;    Sale 
of  Projierty;  Securities:  issue:  competitors. 
1707 
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CONSOLIDATION:  pmt 

authoriBed    112-116, 149-154,  621, 880-S81 

1374-1376, 1378-1380 

order  amended   416-417 

eompeling  companies,  of: 

authorized    311-315, 349-353. 458-460, 566-569, 607-61» 

623-624,  663-674, 1231-1235, 1276-1280, 1291-1295 
1576-1591, 1608-1613, 1615-1620, 1692-1695 

order  modified  664-566 

recommended    839, 841 

cost  of: 

charge  to  depreciation  reserve  account  disapproved..       211-312 

219,237 

method  of  caring  for,  outlined 212,219,223 

extenaion  nf  time  for  completion  of,  authorized 355-366 

formation  of  companj'  to  take  over  properties  of  other 

companies  following,  approval  denied 1I14S-1052 

smaller  companies  into  larger,  approved 1374-1375,1379 

See  also  Competition;  Dnplication;  Intercorporate  Rela- 
tions; Physical  Connection;  Rates:  consolidation;  Sale 
of  Property. 
OONBTSnOTION  OF  LINES: 

capitalisation  of  cost,  plan  for,  outlined 1656, 1661-1662 

clearances,  mies  governing,  prescribed 29 

compensation  to  city,  Commission  witbont  power  to  make 

payment  a  condition  of  antliorization 508-513,858 

cooperation  between  parties  ordered .*  26 

crossings  over  railway  tracks  ordered  removed  or  made 

nndergronnd   1068 

policy  of  Conuniasion  as  t»,  ontlined 1747-1749 

power  company,  by,  permitted  along  highway  not  occupied 

by  telephone  lines 92-100 

reconstruction ; 

ordered:  extension  of  time  for  completion  of,  granted.  1347-1348 
prevention  of  interference  with  power  lines: 
expense  of: 

borne  by  telephone  company 1747, 1749-1750 

shared  by  power  company 1132, 1138 

ordered    1132-1138, 1747-1750 

rate  increase  for,  denied  where  earning  fair  in  past. 849-851. 854 

spe<'ificBtions  for.  prescribed 24-40 

switches,  rules  governing,  prescribed '    36-37 

transformers,  rules  governing,  prescribed 35-^6, 38 

transpositions,  rules  governing,  prescribed 30-34 

See  also  Electrical  Interference;  Extensions;  lAntx. 
17D8 


DigilizcdbyGoO^Ie 


SUBJECT  INDEX. 

OONTBAOTS:  page 

connecting  agreements: 

approved    580-682 

consolidation,  lo  be  fnlfllled  following 146-154 

order  amended  416-417 

execution   ordered   1465, 1468-1470 

no  allowance  made  for,  in  valuation  of  property.  .1195, 1199-1200 
not   to    be   affected    or   impaired  bj'    sale  of    prop- 
erty   1276-1277, 1279, 1291, 1294 

ordered  signed   465, 471-472 

division  of  interline  toll  revenues,  covering,  ordered  modi- 
fied    1790-1792 

free  service,  for,  held  discriminatory 1315,1324-1326 

municipal  corporations,  with,  rat^  increase  authorized  sub- 
ject to  614-515 

Poetmaster  General  and  Bell  System,  between,  considered.  1727 

1732-1733 
rates  fixed  by : 

increase  authorized 404~406 

where  not  inconsistent  with 514-^15,617-518 

jurisdiction  over,  discussed 406-407 

restoration  of  flat  toll  and  switching  rates  fixed  by, 

denied 1336-1346 

suspended  by  schedule  rates 1746 

switching  service,  for,  ordered  made 775, 780-782 

1717-1718, 1720-1722 
utility  and  subscriber,  between,  not  binding  on  Commission  1315 

1325-1326 
See  also  4^/2 ^  Payment;  Franchises;  Rates. 
OBEDITS.     See  Refunds :  wrong  numbers. 
OBOSSINas.    Sec  Construction  of  Lines. 
DEBTS: 

uncollectible,  allowance  made  for 1712 

2'X    1655-1656 

DEEDS  OF  TRUST: 

execution  authorized  1605-1607 

See  also  Mor^ages. 
DEPOSITS: 

new  subsrribers,  from,  of  three  months'  rental  anthorized.       372-374 

short  term  service,  prior  to  giving,  approved 1774 

See  also  Advance  Payment;  Installation  Chai^;  Penal- 
ties; Prompt  Payment. 
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SUBJECT  ISCOIX. 

DEPSECIATION:  p«:e 

causes  of,   discussed 164.173.77S 

defined   3,20 

distinction  bc^tween  maintcntince  and,  discussed 389. 399-40* 

inspection  method  used  in  connection  wth  life  table  metliod 

in  determining  543,  926, 1237, 1599, 1601 

life  table  method  used  in  determining 269,  543, 926, 1217 

1599, 1601 

rate  of,  considered 932, 939 

See  also  AmortiEation ;  Reserve  for  Depreeiation. 
DESK  TELEPHONES.     See  Rates. 
DIBE0TORI£S ; 
listings: 

hotel  gnests  required  to  pay  extra  rate  for  listings. . ,  llOS 

private  branch  exchanges  entitled  to  but  one  each 1107-llOS 

rates  for  extra,  approved 248,  321, 325, 493,  .^40-541 

546,  551,  554, 557,  563,  570-571, 573.  909. 912, 923 
924,  929, 1110, 1236, 1239, 1600, 1603,1694 
subscribers  of  connecting  companies,  of,  ordered .  1753, 1755, 1760 
DISCOUNT: 

advance  payment,  for,  approved 66,  68,  77,  79, 160. 162,  252. 57.i 

bonds^  on :  ^79,  6^,  826, 1035-1037, 1360-1362 


pxpenscs  and,  incurred  in  sales,  charging  to  profit  and 

loss,  authorized   33.S,336.J40 

financial  transactions  between  parent  and  subsidiary  Mtr- 

porations,  Commission  reluctant  to  permit 1265-1266,1270 

prompt  payment,  for; 

approved    71-72,  75,  77,  79,  81.  85, 89, 92, 123-124, 155-157 

210-211. 271, 288.  299,  302-304.  319-320.  rH2 
326-327.  370,  376-377.  485,  488,  520.  .W?.  STiS 
570, 573, 599,  601 ,  617, 667.  672, 678,  688, 691 
730,  736,  749-750,  775-776,  781,  78C,  TRS 
790-791,  797,  799, 827-828, 893-8M,  897-S9« 
908-909,  912,  932-933,  942-945,  962.  1015 
1020, 1035-1037, 1039, 1148. 1152. 1157-115R 
J165, 1197, 1205, 1210-1212, 1215-1216, 1218 
1236, 1239, 1243, 1245-1246, 1249. 1281, 1286 
1306-1307, 1351-1352, 1354, 1488-1490, 1493 
1495, 1498, 1532-1534, 1540-1542.  IMS.  1666 
1569-1570,  1574-1575,  1597-1600,  1603 
1643-1644, 1649-1650, 1664-1655, 1663-1666 
1709-1711, 1716, 1752-1(^4, 1759, 1772, 1775 
1779-1780 

equal  to  rate  increase 210-211,913-916.  Ift39. 1242 

1244-1245, 1486-1488, 1597-1598, 1650-1654 
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DISOODNT  —  Continued :  page 

prompt  payment,  for  —  continued: 

billing  with  different  discount  periods  for  different 

exchanges  in  same  city  authorized 418-419 

rule  governing,  to  be  printed  on  bills 791,  798 

DI80BIHINATIOH: 

i-oniblnation  buaineas  and  residence  rates: 

approved  705,  711-712 

eliminated    107-108,  999-1000, 1002-1 0{B 

liigher    for   aervico    on    two    circuits    than    on    one, 

denied    705-706,  710 

not  approved 1753, 1759 

permitted    119-120, 124 

enforcement  of  rale  prohibiting  use  of  German  language, 

in,  ordered  eliminated 1627-1629 

farm  line  rates,  in,  ordered  eliminated 663,609-670 

free  and  reduced  rate  service: 

charitable  institutions,  residence  rate  applicable  Uj...  81,85,321 

325, 492, 500, 540, 646, 807,  815, 1 178, 1194 

churches,  residence  rate  applicable  to. .  .81,  85,321,  326,  492,  500 

540,  546, 807,  816, 1178, 1194 

city,   to,   but  not  to  county,   held  not  to  constitute 

discrimination 1678-1681 

clubs,  residence  rate  applicable  to 81,  85,  321,  325 

employees,  reduced  rates  to,  approved 945, 1590 

free  service  held  discriminatorj- 1315,1324-1326 

hospitals,  residence  rate  applicable  to.  .81,  85,  321,  325,  540,  546 

libraries,  residence  rate  applicable  to 492,  506 

lodges: 

reduced  rates  for,  approved 1110 

residence  rate  applicable  to 81,85,321,325 

ministers,  reduced  rates  to,  approved 1110 

schoob: 

reduced  rates  for,  approved 1110 

residence  rate  appli<:ablc  to 81,  85,  321  325,  493,  506 

Iiotols,    between,    allowing    of    dis<Timination    impossible 

where  only  one  subscriber  in  class 381, 388 

interchange  of  service,  free,  held  discriminatory 1315,1324-1326 

certain  exchan^n^i,  to 427,  432 

business,  special  individual  line  ordered  eliminated . .  266-367, 370 

elimination  ordered 156-157 

residence,  increase  for  elimination  of,  authorised 583,  585 
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DISOKIHIHATION  —  Continned :  pm:£ 

Btorkholders,  in  favor  of: 

differenre  bHween  non-stockholders'  rates  and  stork- 

hotders'  assessments  considered  as 713-714 

eliminated    307-^308,519-520,599-601,1288-1290 

subscriber  owning  equipment,  in  favor  of: 

authorized  1360-1362 

eliminated  1288-1290 

switcfaii^  rates,  same  for  one-exchange  and  two-exehaoge 

service  held 1481-1482, 1484-1486,  in7-171B.  1720-1723 

toll  rates,  in : 

increase  to  eliminate  discrimination,  anthoiized 13&4, 1369 

not  approved  632 

DIVIDENDS.      See    Rate    of    Return;    SecoriUes:    stock: 

dividends. 
DONATIONS: 

Red  Cross,  to,  excluded  from  operating  expenses 700-701 

DUPUOATION: 

elimination  approved 1232, 1234, 1277, 1279, 1291, 1293 

See  also  Competition;  Consolidation;  Public  Convenience 
and  Necessity ;  Sale  of  Property. 
ELECTBIOAL  INTEBFE&ENOB: 

power  lines  and  telephone  lines,  between: 

metallic  toll  line  ordered  installed  to  prevent 1132-1141 

policy  of  Commission  in  cases  of ,  outlined 1132-1133,1138 

reconstruction  of  telephone  line : 

apportioned  between  companies 268-269 

telephone  company's  expense,  at 1747-1750 

prevention : 

construction  of  power  tines  along  highway  not  occu- 
pied by  telephone  lines  for,  ordered 92-100 

method  of  least  cost  to  be  adopted  where  possible. ...  27 

ordered 192 

rules  govemii^,  prescribed 39-^ 

See  also  Construction  of  Lines;  Lines. 
ELEOTRIO  LIOHT  AND  POWXB  COMPANIES.    See  Rle«- 
trical  Interference;  Public  Convenience  and  Necessity:  cer- 
tificates; construction. 


defined 1307, 1M9 

increase  in  rates  because  of: 

authorixed 242, 738, 103&-1037, 1307, 1309 

bflsis  considered '. 977, 979, 983, 985 

denied    977-9^3 
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B  —  Continned :  paoe 

service  during,  provision  for,  approved 77, 79,  641-643,  6W-649 

subscriber,  not  company,  to  decide  what  nre  emergency 

calb   '.      791  798 

unforeseen,  surplna  to  he  held  for 1666, 1663 

rnluation : 

approximately  fair  value  sufficient  where  emergency 

increase  sought 932,  937 

company's,  used  in  application  for  emei^ncy  increase      977, 980 
detailed    appraisals  of   property   not    necessarj'    for 

emei^ncy  increase 983,  986-987 

EMFL07££S: 

additional,  employment  ordered 1668 

dismissal,  ordering  of,  not  within  jurisdiction 1782-1783 

lineman  and  manager,  employment  of  hoth,  disapproved. .       845,  847 

officers  held  to  be  able  and  faithful 1077-1078 

operators : 

employment  ordered 638 

order  rescinded  305 

skilled  operal«re,  of 709-773 

interference  of  public  with,  rearrangement  of  switch- 
hoard  ordered  to  avoid 1709-1710, 1714-1716 

quarters,  suitable,  ordered  furnished 1710, 1714, 1716 

training,  proper,  to  be  given 1710, 1715-1716 

union,    poor    service    Iwcause    of    failure    to    hire, 

condemned 769,772-773 

reduced  rates  to,  approved 945, 1690 

troubleman  ordered  employed 1134, 1141 

See     also     Operating     Expenses :     officers ;     Operating 
Expenses :  salaries. 

EXCHAHOES: 

diseonti nuance  authorized   1623-1624 

establishment  authorized    1559-1S61 

See  also  Consolidation;  Service:  radius. 

EXTENSION  BELLS.    See  Rates. 

^TENSIONS: 

cost  of: 

part  to  be  paid  by  subserifier  in  cash  or  by  purchase 

of  stock 1166-1167 

refunds     of     partial     cost,     borne     by     subscriber, 

authorized  675-676 
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EXTENSIONS  —  Continued :  page 

iniitnllRtion  of  apparAtns  to  du  telpplione  business  held  not 

ronstruct'on  of  new  plant  hut 47 

liniitationR  upon  making,  approved 1110 

metliod  of  fharg'ng  for,  prescribed 700-701,  703-704 

nbli^tion  of  loniijanv  to  make,  diwussod 763-764,  767 

order.'d  iiiade 1105-1167, 1477-1481  1556-155H 

defendant  ordered  to  make,  or  to  sitaw  eanse  wliy 

service  sliould  not  be  f[iv«i 1029-10:1(1 

ri-Hpiinsibility    for   making,    held   to   be   on    Postmaster 

Generoi    102S 

rural    distriets,    into,    exeess    mileajre    eboi^    applifablo 

beyond  si>effied  distanee 1549. 1555-1556 

stock  issue  for  making,  authorized. 899,  901-902 

surplus  not  to  be  used  for 092, 695 

See  also  Construction  of  Lines;  Lines;  Securities:  issue: 
hettcnnents;  Se(>urities:  stock:  sale. 
EXTENSION  TELEPHONES.    See  Rates. 
FABH  LINES: 

cost    of    maintenance,    company    for    whom    line    built 

required  to  g^nrantce 800-804 

farm  line  for  which  line  built  required  to  ffuarantee 800-804 

metallic  circuit  system,  installation  on,  recommended 815-816 

824-825 
party  lines  having  more  than  four  subscribers  classed  as. .  1210 

rates : 


approved ^ 1015 

h-gher  than  residence,  approved 249,  488-489.  823,  826 

1106, 119tH197, 1205, 1210, 1228, 1231, 1286, 15S4, 1540 
differentiation     between    subscribers    desiring    four- 
exchange  and  five-exchange  service  eliminated 1664-1666 

exi-ess  mileage: 

chnrec  applicable  to  extension  beyond  half  mile. .  1549 

15.'i5-15.'Wi 

not  approved  489  491,5115 

fixed   1780-1781 

h'gher  than  local  res'dence  due  to  high  maintenance 

costs  791,  796-797 
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SUBJECt   IKDBX. 

FABU  UKB8  —  Contiimod :  page 

mtps  —  eontinucd ; 
jntreflsp : 

aiithor-Kcd 45-40,  71-72,  75-77,  79-81,  85,  88-89,  KJ 

ft9-162,  205-207,  211-212,  215,  228-235,  249,  289-203 
299,  302-304,  307-309,  328,  331-332,  366-367,  370,  :i?2- 
374,  376,  404-405,  409,  413-415,  420-421,  423,  426,  465- 
466,  472,  485.  488-494,  505-507,  517-523,  538,  545,  560- 
551,  554-557,  563,  570-571,  573-576,  579,  602-603.  607- 
608.  610,  615-617,  622.  628-629,  641-644,  649,  651-652 
661.  6&4-666,  672,  67f>-«76,  679-683,  686-691,  700-701 
704-706,  712.  721-722,  725-726,  728,  752-754,  775-777 
780-782,  702,  799,  804-805,  814-819,  823,  826-828,  8;»- 
839,  845,  849,  893-894,  898,  907-909,  912,  919-924,  928- 
929,  943-946.  952,  956-957,  980-992,  997-1002,  1006 
1011-1015,  1020,  1036-1037,  1039,  1041,  1044,  1047 
1089,  1092,  1106,  nil,  1118-1J20,  1129-1130,  1146- 
■  1148,  1151-1152,  1157-1159,  116.5,  1169-1172,  1194- 
1197,  1205,  1209-1218,  1227-1228,  1231,  1236-1236 
12.19,  1242-1250.  1281-1282,  1286,  1288-1290,  1306- 
1307.  1360-1.362,  1486-1490,  1532-1534,  1540-1542 
l.'i48-1550,  1555,  1568-1570.  1574-1676.  1583,  1588 
1,598-1600,  1603,  164.'i-1644.  1648,  1650-1654,  1709- 
ini.  1716.  1723-1728,  17.50-1754,  1759,  1761t1764 
1769-1771 

individual  lino  senice,  for 289,  291-293 

AcnicA    473-476.484.849-850,857,1030-1035 

1312-1314.1655-1666, 1661. 1663 

not  ofTiH-tivo  nntil  liim  nindp  metnllic 845, 848 

silpnl  eaW-nc.  elinriiation  author'wKl 815-816,  823 

folt  chdnre  forcnHa  on.  nuthorizcd 800,803-804 

rcarrannoniMit  of  siibscnbcrs  on  rural  linws  denied 305-307 

satnrntion  of  territory,  hifih  »H»fit   of  service  eauaed   by 
ftervine  relatively  small  number  of  subserihers  over  wide 

spread  of  territorj- 1171. 1550-1553 

subserihers  of,   in  adiaeent  territory  served  by  diffen'nt 
exehanRi-s,    zimps    to    iiemiit    frre    interennmum'Vat'on 

angsested    1371 

See  a'lso  Rates:  Bwitchinp;;  Servirc;  switehinc. 
FEDEBAL  CONTROL: 

eontraet  between  Postmaster  General  and  Bell  System ; 

eonsidered  1501-1.502, 1506-1507, 1727, 1732-1733 

text  of  }  7  of  eontraet 1732-1733 

extensions,   resoonsihility  for  mak'nfE,  htid  to  be  npon 

Postmaster  General 1028 

180S 
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SUBJECT   INDEX. 

XTDE&AL  CONTSOL  —  Continned :  fmi 

extent  and  purposes  of,  discnssed 9&4-965, 968 

formation  of  compiuy  to  take  over  properties  of  other 

companies,  approval  denied  in  view  of iO48-1052 

i.417i   return  received  by  company  under  contract  with 

government  1741 

interests  of  stockholders  of  utilities  presumed  to  be  safe- 
guarded under 1077-1078 

intrastate  commerce: 

interference  by  Postmaster  General  in  pnrely  intra- 
state matters  not  necessary  following  cassation  of 

hostilities    1406, 1408, 1455-1456 

rates  for,  power  of  Postmaster  General  to  fix,  dis- 
cussed     1053-1056, 1406, 1408, 1455-1456 

jurisdiction  over  rates  fixed  by  Postmaster  General  claimed 

by  Commission 1383 

order  as  to  exchange  area  and  OKtension  telephone  rates 

not  made  because  of 1-2, 11 

probable  early  return  of  wires  to  private  ownership,  rates 
fixed  by  Coninitssion  without  regard  to  federal  control  in 

view  of 108B 

Public  Resolution  No.  38  authorizii^  President  to  assume 

control  of  ynre  lines 971-972 

rate  of  return  allowed  under,  discussed 213, 224 

rates  fixed  by  Postmaster  General ; 

disapproved  878 

increase  approved  by : 

approved  1501-1527 

not  acted  upon  by  Commission  since  properties 

operated  under 1464 

suspended,  abrogated  and  annulled 1219-1220 

installation  charge: 
approval : 

charges    asked    by    company,    of,    pending 

decision  as  to  reasonableness  of 688, 691 

denied    , 871,  877-879, 960-961 

rescinded 1295-1296 

authorized  to  become  effective 463-464, 525-532 

625-627,774 

modification  authorized 739 

collection  not  authoriied 210-211,1363 

complaint  atntinst  company  dismissed  in  view  of.       266-267 

disapproved    1295-1298, 1363 

discontinuance  ordered 1381-1390 

filed  automatically  with  Commission 378-380 
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SUBJECT   IKDBX. 

TEDEBAL  OOHTSOL  —  Continued :  page 

rat«s  Axed  by  PostmaBter  General  —  continued: 
installatiDn  chnrge  —  continued: 

illegal,  held  to  be 1671-1675 

ineffective,  held  to  be 461-462 

loss  in  revenne  due  to,  discussed 224 

no  CommiBsion  action  necessary  except  entering 

order  in  Commission  flies 1067 

refund  of,  ordered  by  Conuniaaion 1296-1298, 1381-1390 

jnriBdiction  over  rate  fixing: 

diseoBsed    1063-1055, 1406, 1408 

not  effective 1455-1466 

not  yet  determined 1078 

moving  chaigc : 
approval : 

cban^  asked  by  company  withheld  pending 

decision  as  to  reasonableness  of 688-691 

denied .871,  677-878,  960-961 

r*«cinded    1295-1298 

anthorizcd  to  become  effective 463-464, 525-532 

625-627,  774, 879 

modification  authorized 739 

collection  not  anthoriEed 210-211 

complaint  against  those  ftxed  by  company  dis- 
missed in  view  of 266-267 

disspproved    1296-1298 

filed  antomatically  with  CommisBion 378-380 

illegal,  held  to  be 1671-1676 

ineffective,  held  to  be 461-462 

jurisdiction  over,  claimed 1383 

not  effective 461-462 

toll  rates: 

action  to  prevent  company  from  putting  rates 
into  effect,  ordered  commenced  by  counsel. . . .  1063-1066 

authority  to  file,  denied 1072-1076,1172-1176 

less  than  statutory  notice,  on 1144—1146 

cancellation  ordered   903-974 

disapproved  by  Commission 878, 1296-1298 

discnased    1064-1066 

fine    imposed    by    Commission    on    company  in- 
stalling   1406-1406. 1453-1465, 1699-1702 

injurions  to  intrastate  business,  held  to  bo 1173, 1176 

jurisdiction  of: 

Commission,  over,  discussed 963-964,967,970 

Supreme  Court,  over,  complaint  as  to 1173 
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SUBJECT   IITDEX. 

FEDERAL  OOHTBOL  —  Continued :  ptfi 

rates  fixed  by  Postmaster  GtencrsI  —  continued : 
toll  rates  —  continued: 

modified  »-hcdule  suspended 1332-1333 

not  made  effective 1080, 1091, 1104-1105 

order  tii  show  cause  why  toll  ratee  effective  prior 

to,  should  not  be  restored 081-882 

rcjeeted 1009-1010 

standardieation,  for,  anthorised 969, 1055 

suspended   874-87S,  904-907,  B30-931, 962-963 

1007-1009, 1053-1058, 1079-1080, 1490-1 500. 1592 
company   ordered  to   show  eause  why  fine 
should   not   be   aesraaed   tot  violation  of 

Commission's  order 1081 

resuspension  of  rates  filed  with  approval  of 
Postmaster    Oeneral    ordei^    pending    a 

hearinir  1142-1148 

text  of  Order  No.  2495 1426-1435 

unification  of  seniw  urged  under 381-382, 386-388 

unquestioning  cooperation  of  Commission  with  E>ederal 
Government  during  war  not  necessary  following  cessa- 
tion of  hostilities 1296 

See  also  War  Conditions. 
FINES.     See  Penalties. 
FOBEIOH  ATTACHHENTS: 

nridging-in  of  private  line  on  tioll  line  denied 1565-1567 

dissimilarity  of  instrumentalities  not  conclusive  evidence 

that  physical  connection  detrimental 381-3&1 

knife  switches,  rates  for,  approved 806,  815. 1178, 1194 

FCHIEIQN  OOBPOBATIONS: 

acquisition    of    securities    of,    by    domestic    corporation, 

authorised 1577-1578, 1580-1581, 1586-1586 

issue  of  securities  by,  anthorieed: 

acqni^tion  of  intrastate  property,  for 1376-1377 

retirinfc  ontstanding  bonds,  for 1697-1698 

purchase  of  stock  of  domestic  corporation,  authoriied. . . .  760-762 
1.576-1578, 1580-1581, 1586 
Receivers  of,  authorized  to  accept  stock  of  domestic  corpo- 
ration in  exchaiwe  for  -"otes  of  domestic  corporation. .  1397-1398 
sale  of  property  to  domestic  corporations,  anthorieed.  . . .  458-460 
stock  dividends,  passing  upon  the  issuance  of,  held  by 

Supreme  Court  not  within  jurisdiction  of  CtHnmissioo. .  1377 

TOKElGtf  LAKGUAGES.     See  Rules  and  Bf^lations :  use  of 
German. 
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SUBJECT   INDEX. 

FOBMS:  FAOE 

publication  of  notiw  of  i^hange  in  raU«,  for,  prescribed. .  892 

4Vii7(  PAYMENT: 

approved  1-2,6,  8-10, 1501-1502, 1506-1507, 1523 

dissenting  opininn 2, 15-17 

ronsidered   1727,1733 

discussed    177-178, 181-182 

See  also  Intercorporate  Relations. 


capital iration  disapproved  by  concurring  Commissioner..  20 

rates,  l^xin^: 

disregarded  451 

not  binding  on  Commission 1011, 1020 

sale  with  property: 

authorized   1328-1329 

not  made 1294, 1610-1611 

Sec  also  Contracts;  Indeterminate  Permits. 
TREE  AND  REDUCED  RATE  SEBVIOE.     See  Discrimination. 
GIFTS.     See  Donations. 
OOINO  VALUE: 
allowance  for: 

business  attached,  for: 

made    894,  896,  917,  920,  927, 1227, 1230, 1246 

1248, 1568, 1572. 1579, 1601 

not  made 1685-1687 

company's  estimate : 

accepted    651-652 

imaginar>- 592-593 

considered  534-535 

bringing  property  to  state  of  efReiency,  of,  made.  372 

"  575,607-608,610,613 

establishing  business,  of,  not  passed  on 999-1000, 1004 

made    1,  5, 65,  67-68,  H,  74,,88,  91, 106-1W7 

110, 112, 114, 177, 185, 254,  366,  369 
339,  392. 943-944,  948, 1018. 1281, 1284 

dissenting  opinion  19-20 

well  developed  hnsiness,  for 1089, 1099, 1101 

not  made 163-164, 170.  534-535 

HKABIHaB: 

notice  to  city  of,  lack  of,  disregarded 427  433 

See  also  Appeals;  Rehoarings;  Review. 
HOLDINa  COMPANIES.     See  Intercorporate  Relations. 
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SUBJECT   INDEX. 

HOSPITALS.     See    Diiicriniiuation ;    free    and    reducrd    rate  fiei 

service. 
HOTELS: 

^ests  at,  required  to  pay  rates  for  extra  directory  listings.  1108 

owning  and  operating  their  own  telephone  plants: 

physical  connection  with  private  brani^  exchanges  in, 

ordered:   rehearing  denied 380-389 

public  ntilities,  held  to  he 381,3M-386 

identity  not  changed  by  failure  to  observe  restric- 
tions of  law 381,.1S5 

rates  for,  approved 1108,1242,1245,1588 

sale  of  telephone  service  at  a  profit  by,  disapproved 13S,  148 

UTOOHE  TAX.     See  Operating  Expenses. 
INOOBPOBATION: 

formation  of  company  to  take  over  properties  of  other 

companies,  approval  denied 1048-1052 

mDEHHITT: 

bonds  satisfactory  to  trustees  for  bondholders  to  be  given 

upon  sale  of  part  of  property 1291,1294-1295 

HTDETEBHIffATE  FERUTB: 

operation  of  local  exchange  by  village,  granted  for 1625-1626 

See  also  Franchises. 
IHDUOTIOH.    See  Elertrical  Interference. 
□TJUKOTIONB.    See  Review. 
INSTALLATION  OHABOE: 

approved    667,  672, 883-886, 1015, 1020, 1111, 1350-1351 

de^  telephones,  for,  additional  monthly  charge  in  lieu  of, 

authorised  256-258 

esUblishraent  authorized 886, 888-890 

Postmaster  General,  Axed  by: 
approval : 

denied    871, 877-879.  960-961 

iiEstallation  charge  withheld  pending  decision  on 

reasonableness  of 688, 691 

rescinded  1295-1298 

aathorized  to  become  effective 463—164. 535-632 

625-627,774 

modification  authorized 739 

collection  not  interfered  with,  pending  court  action..  136.^ 
complaint  against  installation  charge  dismissed  fol- 
lowing         266-267 
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SUBJECT  INDEX. 

INSTALLATION  OHABGE  —  Continued :  PAGE 

Postmaster  Qeneml,  Sxed  by  —  oontinned : 

disapproved 1295-1298, 1363 

discontinuance  ordered 1381-1390 

filed  automaticallj'  with  Conimisskm 378-380 

illegal,  held  to  be 1671-1675 

increase  guspendod,  abrogated  and  annulled 1219-1220 

ineffective,  held  to  be 461-162 

losa  in  revenue  due  to,  discussed 224 

no  action  by  Comniisaion  necessary  except  entering  in 

Commission  files 1067 

not  authorized  by  Commission. . .- 210-211 

refund  if  collected,  ordered 1381-1390 

ro^lar,  listE  of  subneribcrs  entenn^  agreements  for  service 

assuming  regular  charge  efllcctive,  ordered  furnished. . .  1681-1683 
INTE:B00BP0BAT£  RELATIONS: 

acquisition  of  property  by  holding  company,  authortEed. .  1.398-1400 

1403-1404 
discount  in  financial  tpinsactions  bet^veen  parent  and  sub- 
sidiary corporations,  Commission  reluctant  to  permit. . .  1265-1266 

1270 
holding  of  pro  rata  share  of  additional  stock  of  second 

company  anthonzed 751 

supply  company  held  independent  creditor  of  operating 

"Htrnpany  and  note  issne  at  discount  permitted 1270 

See  also  l'^'-^  Payment;  Securities:  holding;  Supply  Corn- 
pan  iea. 
INTEREST: 

bonds,  on,  increase  in  rate  of,  authorized 243-244 

construirtion,  accmed  during,  capitalization  authorized.  .663,671,673 
INTERSTATE  OOHMEECE: 

messages'  originating  and  terminating  .n  ■.xme  state  but 

passing  through  another  state  held 124-128 

physical  connection  held  no  burden  upon 1395 

INTRASTATE  OOHHEROE.     See  Federal  Control. 
IrUKISDIOTION: 

adjudication  of  disputed  accounts  not  within. ,  .1471-1472, 1475-1476 
compensation  to  city.  Commission  without  power  to  make 

it  a  term  of  aathorization  to  construct  lines 508-613,  858 

contracts : 

rates  fixed  by,  over,  discussed 406-407 

substtnber  and  utilities,  between,  subject  to 1315, 1325-1326 

court  will  not  aH  until  Commission  has  acted 149 
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SUBJECT  IWDEX. 

JUBISDIOTION  —  Continued :  ~  risi 

disniissal  of  cntployc-cs,  ordering  of,  not  within  jnrisdic- 

tion  178a-17&.l 

extensions,  over  making,  discusued 1028 

franchise  rates  not  binding  on  Comniissiun 1011,1020 

hotel  company  ownii^  and  uperating  its  telephone  plant 

held  public  utility  subject  to 381,381-355 

installation  charge  fixed  by  Postmaster  General :  no  action 
by  Commission  necessarj'  except  entering  in  CoTniuiasion 

flies    ....." 1067 

intrastate  rates,  rc^ilation  of,  held  within 1053-1056 

1057. 1423-145:1 

lenses,  terniinntion  within 31  < 

tneKsages  ori^nating  and  terminating  in  same  state  but 

jiBsisinp  through  another  state  not  within 124-12^ 

mutual  companies  not  within 459 

ordering  of  t^Iejfraph  company  to  ceasp  doing  telephone 
business  without  certificRte  of  exigency  iield  not  within: 
decision  of  Supreme  Conrt  affirmed  upqn  rehearing. ...  4T 

further  hearing  denied 555 

physical  connection,  over : 

dismissal  of  suit  by  eourt  until  Commission  exercises.  .  14!) 

exchanges  of  same  company,  ordering  of  connection 

between,  within Ktft'i 

Postmaster  Genera),  of,  over  intrastate  T«t«  not  vet  deter- 
mined    107'' 

pre^'ention  of  subscribers  changing  from  one  company  to 

its  I'ompetitor  not  within 1116-1  Ui' 

pun-hnse  of  property  hy  Receivers,  approval  within  juris- 
diction of  court 1276, 137S 

railway  companies,  over,  wider  than  over  telephone  com- 
panies     1783 

rate  fixing  within 482 

rates  fixed  by  Postmaster  General,  over: 

not  conceded  pending  court  decision 13S3 

toll  ratfti,  power  over,  diacnssed Oft3-964,  967-97(1 

regulation    and   enforcement  of  rates   and    rules   trithiu. 

despite  orders  of  PoBtinast«r  General S7S 

Supreme  Court,  of; 

stock  dividends,  passing  on  issuance  hy  foreign  corpo- 
ration, held  not  within  jurisdiction 1377 

toll  rates  fixed  by  Postmaster  General,  over  complaints 

as  to,  taken  hy 1173 

telephone  and  telegraph  companies,  over,  discussed 1415-1423 

See  also  Police  Power;  Regulation. 
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KNIFE  SWITCHES.     St-e  Fnreifm  Attachments.  page 


approved  317 

I'onttolidation,  pending;,  authorized 311-312 

dtKapprovcd  where  propose  rental  exceesivo 740-746 

plan  for,  not  oltjectionable  if  rentnls  not  Gxpessive 745 

rentiii)!;  ot  pnrt  ot  office  building  to  tennnts,  authorized.  .M3-944,  951 
termination,  ri^ht  of  CommiBHion  as  to,  reserved  in  anthor- 

izing 317 

See  nlitu  Consolidation;  IlentalH;  Sale  of  Property. 
LIBEAKIES.     S<i>    D'scrm'untion :    free    and    reduced    rate 

UNEMSN.     See  Employees. 
LINES: 

eoninion  battery  system: 

instflllfttion  not  ordered 194-195,  200-201 

rate  increase  followinff  installation  of,  authorized. . . .  1306-1307 

15G1-1664 

defined   .' 25 

metallic  circuit  system: 
installation : 

farm  lines,  on,  recommended 815-816,  824-82.'i 

ordered   '. 11.32-1141, 1784-1785 

effective  as  soon  ns  HO'Tr  of  lines  metallic 816, 825 

fixed    13.51-1362 

higher  than  for  grounded  circuit  service. 1284 

increnae  following  installation  of,  approved 827-828 

1784-1785 

not  effective  on  farm  lines  until  installed. . .  845,  848 
optional    grounded    circuit    or,    on    farm    lines, 

authori:!ed   815-816. 825-826 

parallel : 

avoidance  when  possible ■       28 

defined  25 

existing,  rules  governing,  prescribed 27 

transpositions  within,  rules  governing,  prescribed. . . .  .12-33 

stub,  purchase  from  subscribers  ordered 1152, 1156 

toll : 

hridging-in  of  private  line  on,  denied 1566-1567 

eonstmction  of  clear,  ordered 1361. 13.53-1354 

disconnection  of  subscribers  from,  ordered 1133, 1130 

metallic    circuits    ordered    substituted    for    grounded 

cin'uit  system 1132-1141 
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SUBJECT  nTDEX. 

LINES  —  Continued :  page 

toll  —  continued: 

reconstruction  of,  to  avoid  interferenee  witli  power 

lines,  ordered 1132-1141 

rontii^  over  rural  line  fori)idden 1717-1723 

sale  ftutboriBed 1291-1295 

See  also  Construction  of  Lines;   Eleetricftl  Int«^ereiieei 
Extensions;  Fann  Lines;  Physical  Connection;  Repairs; 
Sale  of  Property. 
L0DQE8.     See  Discrimination :  free  and  reduced  rate  service. 
HMNTENAKOE: 
allowance  for: 

11%  for  reserve  for  depreciation  and,  not  approved. .       932,^ 

99'  for  reserve  for  depreciation  and,  made 207,209,211-213 

220-222, 236, 240-241,  679, 682. 688,  690-691 
730, 733,  737, 1O30, 1034 

W/'  disapproved 679-680 

10?'  for  reserve  for  depreciation  and,  made 682,686-686 

695-^96.  69S-609,  1363-1365,  1368-1360,  1372.  1643-1644 
1646,  1649-1650,  1652-1663,  lfl5&-1656,  1660-1661,  1663 

10%  to  15%  to  be  made  for  reserve  for 726-726, 729 

12%  for  reserve  for  aepreeiation  and,  made 700,  701  ■ 

704-705,  709-710,  712 

3%  made 932-933.  MO-Wl 

amount  available  for,  not  excessive ^7-^8 

charging  of  items  to,  instead  of  to  reserve  for  depreciation, 
discussed    473-474, 4^-479 

.company    for    whom    rural    line    built    required    to 

guarantee  B00-8W 

no  allowance  made  for  possible  increase  in 679, 681 

distinction  between  depreciation  and,  discussed 389, 399-400 

dividends  ordered  suspended  until  proper  provision  made 

for    695-697, 699, 713,  716-718, 721.  724 

stub  lines,  of,  by  company  ordered 1152,1156 

switchboard,  of,  ordered  paid  bv  connecting  companies, 

in  proportion  to  number  of  subscribers 833-834 

See  also  Operating  Expenses;  Repairs. 
HANAQEHEKT: 

distinction  between  regulation  and,  made 1782-1783 

efficient,  making  high  rate  of  return  possible,  discussed. ..  1124-1125 
HETALUO  CIBOUIT  8TBTEH.    See  Lines. 
HUnUUU  OHABOS.    See  Rates:  switching:  minimum. 
HUnSTERS.     See    Discrimination :    free    and    reduced    rate 
service. 
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SUBJECT   INDEX. 

MOBTaAOES:  page 

assumption  of,  by  pnrphasing  company,  authorised 664-66S 

exMution  authorized 365, 1390-13»3, 1577, 1&86 

second  mortgage,  of 334,  341 

See  also  Deeds  of  Trust;  Seeorities:  bonds. 
HUVIOIPAL  OOBPOftATIONS: 

<>ompetisation  by  company  for  aae  of  streets,  Commiasion 
without  power  to  make  it  a  term  'of  authorization  to 

eonBtmct  lines 508-513,  858 

indeterminate  permit  for  operation  of  exchange  granted 

to  village 1625-1626 

See  also   Contracts ;   municipal   corporations;   Discrimina- 
tion: free  and  reduced  rate  service:  city;  Franchises. 
HUTUAL  OOHFAHIES: 

certificate  of  exigency  necessary  for  operation  by  public 

utility  in  territorj'  of 53, 56 

jurisdiction,  not  within 469 

See  also  Public  Utilities. 
NON-PATUEKT.     See   Penalties;   Service:   discontinuance: 

non-payment;  Service;  restoration. 
NOH-SUBBOBIBEBS.    See  Bates. 
NOTES.    See  Securities. 
OFFICES: 

central,  change  in  location  ordered 42*  44 

OPERATING  EXPENSES: 
apportionment : 

basis  for,  discussed 270,  284-286, 1183, 1197 

different  classes  of  service,  between,  made 260-270,280-287 

1088, 1090-1091, 1102-1104, 1176-1177, 1183-1190 

switching  service,  to,  made 1757-1758 

automobiles,  ownership  and  operation  by  company  instaad 

of  by  private  parties  recommended 1714 

collection  expenses,  nllowances  for,  reduced 932-933,940 

donation  to  Bed  Cross  eliminated  from 700-701 

income  tax  eliminated  from 943-944,950 

increase  in  cost  of  labor  and  materials  considered. . .  .129, 131, 177, 184 
194-195,  201-202,  211-212,  215-216,  247-248,  251- 
252,  258,  260-261,  372,  376,  412-414,  436-436,  438- 
439,  473-474,  481,  490,  501,  583-685,  602,  613,  615 
675,  728,  732,  777.  869,  863,  956,  1036-1036,  1090 
1177, 1182, 1192, 1195, 1201-1202,  1204, 1214, 1282- 
1283,  1285,  1299-1300,  1308-1309,  1364,  1366-1367 
1489,  1496-1497, 1502, 1515, 1519, 1522, 1532, 1537- 
1538,  1549.  1554,  1712-1713,  1724,  1741,  1764 
1766-1769 
181B 
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OFBBATIHa  BZPLNSES  —  Continued :  PUi 

n  eixA  ot  labor  and  materiaU  cuiuidered  —  (x>ntinued : 

all^atiun  of,  must  ha  !iut>ported  by  evidence 473,481 

allowance  tor  I'urther  itieraase  not  made  atter  cessa- 
tion of  Kgbtii^ 6i6 

allowance  for; 

liability  inauraniM:,  made 950 

life  iiiauraiice  pretnium  of  manager  excluiled  from. . .       4S9-490 

500-50] 

ollicers,  private  expenses  not  to  Iw  eliarged  to 422 

salaries : 

linemen,  of,  n|iportionment  to  various  kinds  of  duties 

ordered    G92,  694-«9e,  G9*h-ti99,  701, 703 

managers,  for,  fixed 591-592,597 

method  of  charging,   prescribed 700-701, 703-704 

officers,  of: 

ordered  i-educed 4S9-190,  500-501, 943-944, 950 

stock  issue  in  lieu  of,  authorixed 163G-1642 

operators',  of,  allowance  for,  approved 932-933,910 

saturation  of  territory  low,  cosi  of  operation  high ....  1171, 1550-1553 
service  under  government  u)<erfltion  not  to  be  supported 

by   taxation    1501. 1503. 1527 

specified  items  excluded  from 466,  468 

transmission  power  expenditure  held  too  high 932-933, 940 

war  savings  stamps,  item  for,  considered  investment,  not.       692-693 
See    also    Accounts ;    Debts ;    Employees ;    Maintenance ; 
Repairs;  Service;  (-oat. 
OPERATORS.    See  Employees. 
OVEEOHABGIiS: 

complaint  as  to,  dismissed 747-748 

PAKTT  LINES.    See  Rates;  Service. 
FAT  STATIONS: 

establishment  nutlior'xed    •  245, 249 

approved    929,  1107, 1  111,  158.P 

(Ixed   700,  704. 801 

PENALTIES: 

HBHesament,  order  to  ubow  cause  why  fines  should  not  be 

assessed    1081 

breach  of  rules  and  regulations,  for,  ordered  discontinued.       519-520 
charging  rates  not  approved  by  Commission,  for,  utilities 
liable  t« SiS 
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FZUTALTZES  —  Continued :  page 

failure  to  maintain   physical   M>nnection,  I'or,  suspended 

pending  rc-pstablishment  ol*  connection 17(Mt-1705 

failure  to  make  payment  promptly,  for: 

approved    288-289,  493-494,  507,  591-593, 567-698 

&48-660, 1532-1534, 1540 

disapproved    1654 

installing  toll  rates  fixed  by  Postmaster  General  despite 

Commission's  order,  for,  imposed 1405-1406,1453-1455 

1460-1462, 1699-1702 
violation  of  Commission's  orders,  for,  railed  to  attention 

of  utilities 1298 

See  also  Advaneo  Payment;  Discount;  Prompt  Payment: 
failure  to  make:  {penalties;  Servi<-e:  diseontinnanee. 

PHTsioAL  comn:oTiON: 

additional  protrctive  eharge,  approved 342-348 

companies  about  to  he  eonsolidated,  between,  ordered 1577, 1585 

continuous  line  of  communieation,  to  form,  ordered 1786-1787 

defined 38fi 

direct,  denied  where  indirect  exists 1787-1789 

exchanges  of  same  company,  between,  ordering  of,  within 

jurisdiction   1395 

formerly    competing    companies,    between    exchanges    of, 

ordered    1394-1396 

tree  interchange  of  service,  for,  authorized 580-682 

hotel  private  branch  exchange,   with,  ordered:  rehearing 

denied    380-389 

interstate  eommeree,  connection  held  no  burden  upon....  1395 
jurisdiction  over,  dismissal  of  suit  by  court  until  Com- 
mission rxen-iscs  149 

lotal  serv'ee,  for,  ordered 1786-1787 

relienring  of  decision  affirming  order,  denied 403 

rc-eslablishment  ordered   238-240, 1702-1705 

reasonable  time  for.  fixed 238-240 

rural  and  exchange  compnnies,  between 146.5-1470 

(erms  fixed   1301-1.302 

t()ll  service,  for: 

authorized   342 

bridging-in  of  private  line  on  toll  line  denied 1565-1567 

continuance  ordered  1623-1624 

ordered    1301-1303, 1608-1613, 1702-1705 

rehearing  of  decision  affirming  order,  denied. . , .  403 

restricted  to  , 342-34.3,348 

See    also    Contracts:    eonneeting    agreements;    Service: 
interchange. 
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StJBJBCT  I»DEX. 

POUOE  POWES:  pace 

contnieU  between  snbsoriben  and  utility  subject  to.  .1315, 1325-13-2C 
regulation  of  intrastate  rates : 

lawful  exercise  of,  held  to  be 1063-1055, 1057 

power  reserved  by  Congressional  resolutimi  to  states, 

discussed   1446-1450 

supervision  of  rates  of  public  utilities  held  esercise  of . . . .       963, 968 
See  also  Jurisdiction. 
POLIOUfG.    See  Service. 
PRIVATE  BBASOH  EZOHAHaJBS: 

directory  listings,  each  P.  B.  X.  entitled  to  but  one 1107-1108 

lKit«ls,  in: 

importanee  of  telephone  service  discussed 142-143 

physical    connection    of    telephone    company    with, 

ordered :  rehearing  denied 380-389 

rales     governing     furnishing     of     service     throt^h, 

discussed    133. 138, 142 

rates  for: 

approved    321,  325,  493, 507, 539-540, 1107-1106 

1243-1243, 1245. 1588 

increase  authorized  194-195, 201-203,  249,  435-^37,  441 

921,  923-924, 928-929 

service  from,  restricted  to  one  Arm  or  person 1107-1108 

PROFIT  AKS  LOSS.    See  Accounts. 
PROHPT  PAYHEirr: 
discount  for: 

authorized 71-72,  75,  77,  79,  81,  85,  89,  92, 12.3-124 

155-157,  210-211,  271,  288.  299,  302-304,  319-.320 
322,  336,  387,  370,  376-377,  485,  488,  520,  557 
563,  570,  573,  599.  601,  617,  667,  672,  678,  688 
691,  730.  736,  749-750,  775-776.  781-786,  788 
790-791,  797,  799,  827-828.  893-894,  897-898 
908-909.  912,  932-933.  M2-945,  952,  1016,  1020 
1035-1037,  1039,  1148-1152,  1167-1158,  1165 
1197,  1205,  1210-1212.  1215-1216,  1218,  1236 
1239,  1243.  1245-1246,  1249.  1281,  .1286.  1306- 
1307,  1351-1352,  1354,  1488-1490,  1493,  1495 
1498,  1532-^1534,  1540-1542.  1548,  1556,  1569- 
1570.  1574-1575,  1597-1600,  1603,  1643-1644 
1649-1650,  1654-16.55,  1663-1666,  1709-1711 
1716,  17.53-17.54,  17.59,  1772,  1775,  1779-1780 
equal  to  rate  increaae. .' 210-211,  913-916, 1486-1488 
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PBOHPT  PATHBHT  —  Continued :  page 

discount  for  —  continued: 

billing  witit  different  discount   periods  for  different 

exchanges  in  same  city,  ftuthoriKed 418-419 

rule  governing,  to  be  printed  on  bills 761, 798 

failure  to  make,  jienalties  for: 

approved    288-289,  493-494,  507, 591-593,  .597-598 

648-660, 1532-1534, 1540 

disHiiproved    1654 

recjairenienl : 

approved    598 

complaint  against,  dismissed 446—447 

rule  for,  filing  of,  autliorized 1118-1119,1130 

See  also   Advance  Payment;   Deposits;   Service:   discon- 
tinuance: non-payment. 
PVBUO  OOmTEHIENOE  AJXH  NE0ES8ITT: 
eertiAcatea  of : 

construction   of   power  line   along  another  bighway 
tban     that     occupied     by     telephone     lines,     for, 

authorized  92-100 

exercise  by  town  of  rights  to  construct  and  operate 

telephone  system,  authorized 1559-1561 

failure  to  nbtain  does  not  change  identity  as  public 

utility 381, 385 

granted: 

operation  in  territory  served  by  nintual  company  53,  56 

purchaser  of  pTOpcrty  to 47-18,  51, 311-313, 359-3G0 

362,  364,  890,  901-902 
invasion  of  o<-cupied  territory,  for: 

denied    1076 

granted  in  view  of  local  conditions 588-590 

selling  company   must   procure  certificate   prior 

to    1609, 1612-1613 

necessary  for  operation  of  telephone  business  by  tele- 
graph company.  Commission  held  to  be  without 
authority  to  order:  decision  of  Supreme  Court 

affirmed  upon  rehearing 47 

further  rehesring  denied 555 

new  plant,  installation  of  necessary  apparatus  held 

extension,  not  construction  of 47 

right  to  do  telegraph  business  held  to  embrace  right  to 

do  te1e)>hone  business  without  separate 47 

See  also  Indeterminate  Permits;  operation. 
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PUBLIC  NEWS  8ERVI0£.    Se«  Ratw.  pme 

FTTBLIO  TELEPHONES.    Sec  Pay  Stations. 
PUBIJO  UTILITIES: 

hotels  owning  and  operating  their  own  telephone  plants 

held  to  be 381, 384-3S6 

See  a'so  Mutual  Companies ;  Words  and  Phrases. 
RAILWAY  OOKPANIES: 

crossings  over  trac+is  of,  ordered  eliminated 1066 

stations,  installation  of  telephones  in: 

ap|)roved  580-5S1 

ordered    ■■ 16M-1635 

Sec  also  Jurisdirtion :  railway. 
BATE  OF  BET0BN: 
allowance  for: 

agreement  as  to,  in  government  eontraet,  eonsidered. .  1502, 151S 
$8.00  per  telejihone  fixed  for  reserve  for  depreciation 

and   827 

8';f: 

estimated 299,  302 

legal  rate 2, 10 

made    289, 274,  692-fi94,  700-701.  703-706. 7(fe 

710,  712,  863, 1030, 1032, 1176, 1182, 1194-1195 

1643-1644,  1646,  1649-1650,  1652-1653,  16.S5 

1658, 1661, 1752-1753, 1756. 1761-176-_' 

ni>proximBtcly  815-816v82.t,  1158. 1164 

not  unreasonahle 725-727 

raten  yielding,  not  approved 1604 

8.1 '/' ,  ratos  yielding,  not  justified 1568, 1573 

8.3'*  exi-cssivc 651.  6S7 

%.\'f'  not  justified '.':' 327,331 

\V7'  for  reser\'e  for  depredation  and,  not  excessive..  1169,1171 
excessive  in  pa-st,  no  allowance  made  for  several  years  1032,10^ 

federal  control,  under.  disi'Usscd 213,  224 

IS*}!  for  resen'c  for  dcprm-iation  and: 

approximately,  ninde   801,  &1S,  &48 

made    289, 291. 1211, 1214 

taxes  and,  for: 

inadequate    1166 

mnde    804-805,  809 


,  rates  yielding,  approved 1247, 1249 
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KAT£  OF  BETUIUT  —  Continued :  paoe 

allowance  for — continued: 

5.3'/-^  made  319-320,  325 

5AV'   made 553 

5.77s  rates  yielding,  approved 907-908, 911 

5.87.    made   327,331.544 

6.97<   made   1604 

4'A: 

made    1308, 1311 

not  exeesaive 249 

4.19t: 

inadequate    583, 586 

mte  iiu-rense  to  yield,  autliorizpd 60 

4.41'^  received  under  rontmct  with  government 1741 

4.77-   made 575.579 

14'^  for  reserve  for  depreciation  and,  made. . . : . .  .835-836, 1011 

1019,    1147, 1176. 1182, 1545-1547. 1750-1751 

1763-1764, 1768-1769, 1771 

approximately    829, 832 

made    488 

9%: 

made 489-490,  502,  505 

not  juBtiRed   553 

SA'/i    reserve  for  depreciation  and,  for,  increase  in 

rates  yielding  only,  approved 1541, 1546 

not  as  high  as  ordinary'  during  war  times,  doctrine 

upheld    1502, 1524-1525 

IKTJod  of  years,  over,  considered 1502, 1513-1514 

property  bought  out  of  earnings,  on,  considered 473-474,  482 

77r; 

adequate,  assumed  to  he 474,  479-480 

approved  in  normal  times 583,  585 

limited  to 721.  724, 1360. 1362 

made 187.  190-191,  194,  201,  209 

240-241,  404,  408,  435-436,  440,  465,  470,  634 

636.  641-642.  &48.  679,  682-683.  686,  783-784 

78C.  788,  989-990,  996,  1118-1119,  1129,  1281 

12a5,  1489.  1622,  1709-1711.  1713 

not  excessive 775,  779 

rates  yielding  a  little  less  than,  approved 599-600 

reasonable    211.  213,222,236,1041-1042 

most  cases,  in 1654 

nominal  conditions,  under 608,  614 
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RATE  OF  BETORH  —  Continued :  f.we 

allowance  for — continued: 

7.195  estimated W9,85(i 

7.4%  : 

disapproved 574-575.5*1 

made 177. 186-1S7.  »i 

rates  yielding,  not  approved 1598-1599. 1602 

7.59,    made  163,174 

7.98%,  increase  in  rates  yielding,  denied 977,*i2 

17.2%,  rates  yielding,  not  approved 1«H 

6%: 

larger  return  than,  proper 9^- 

made    108, 372, 375-370,  369,  401, 583-5«i 

607-608,  614,  943-9H,  951 
'  proper    ptx>vi8ion    made    for    depreciation, 

until 688, 690-691 

reserve  tor  depreciation  and,  inadequate W 

stockholders  receiving,  held  not  to  have  suffered 

great  loss  1090, 1101-1102 

6.07%  sufficient 932,911 

6.1%  made 1«H 

6.3%  approved IfiW 

6.4%  fixed 61, 64, 1599.  IWi 

6.5%  approved IWt 

6.7%,  increase  in  rates  yielding,  denied 390. 4U1 

6.8*:?   made   651,  661, 1569, 1573 

6.20%  not  unreasonable. 15i4 

10.2%  : 

rates  yielding,  not  approved 1(>04 

reserve  for  depreciation  and,  for,  insufficient. ...  ^' 

13%   for  reserve  for  depreciation  and,  made 663-664,669 

13^%  for  reserve  for  depreciation  and,  not  excessive.  1315, 1323 

13.6%  made  for  resen-e  for  deprwiation  and 999,1004 

13.7%  higher  than  usually  allowed 1123 

3.56%p  rates  yielding,  approved V2> 

3.9%,  rates  j-ielding,  approved 1227, 12!l' 

12%  disapproved 695-697 

valuation    approved    abont    two  years   previous,    on, 
return  limited  to (i79 
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BATE  or  KBTURH  —  Continued :  pabz 

dividends : 
deferred : 

<WpitaliKation  of,  when  used  foe  eonstroction  par- 
poses  permissible 1656, 1662 

plan  for  paying,  discussed 1656, 1662 

difference  between  non-stockholders'  rates  and  stock- 
holders' assessments  treated  as 713-714 

8%,  limited  to 696-M9,  713-715, 717-718,  72&-730,  733,  737 

1636-1637, 1641, 1643,  IMS,  1655-1656, 1659-1860, 1663 
excessive  in   past,   payment   forbidden   nntil   proper 

reserve  for' depreciation  provided 695-697,699,713 

716-718,721,724 

none  to  accrue  to  applicant  for  period  of  years 1034 

7%,  limited  to 1041, 1043-1044, 1046 

69!:,  limited  to 1365, 1372 

suspension  until  proper  provision  made  for  mainte- 
nance,   ordered 696-697,  699,  713,  716-718^  721, 724 

fair,  discussed    1-2, 10, 186 

net  income  from  reasonable  rates  invested  in  plant  instead 

of  taken  as  dividends,  from,  justifiable 1655, 1657 

plant  built  out  of  operating  revenues,  on,  not  permitted. .       725,728 
unusually  high  in  past: 

company  giving  good  service  at  reasonable  rates  not 

criticized  for   1119,1123-1125 

possible  reasons  for  company  being  able  to  pay,  dis- 
cussed  1119, 1123-1125 

See  also  Securities:  stock:  dividends. 
EATE8: 

adjustopbone,  for,  approved 806,815,1178,1194 

flutomopbonea,    for,    approved 816-817, 823, 826,- 1600, 1603 

auxiliary  receivers,  for,  approved 493,506,1178,1194 

business : 

applicable  to  business  conducted  in  residence. . .  .1015, 1020, 1111 

approved  1659-1561 

farm  line,  on: 

authorized    328, 331-332, 1015 

higher  than  residence,  approved 249,488-489,823,826 

1106, 1196-1197, 1205, 1210,  lZi8 

1231,1286,1534,1540 

four-i)arty,  not  authorized 1215 
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RATES— Continued: 
hnsiness  —  continued : 


ftuthorii«d 61-62,  ft4-66,  68,  71-72.  75-77,  79-81.  W 

88-89.  92.  117-120,  155-162,  177-178.  194-195,  201- 
203,  205-209.  211-212,  215.  22&-235,  240-242.  245- 
249,  251-252,  256,  258-260,  262-2M,  269-271.  288 
299,  302-304,  319-321,  325,  328,  331-3:(2.  372-374 
376,  412-415,  420-121,  423-426,  435-437,  44I-m 
447-449.  465-466,  472-476,  484-185.  488-494,  505- 
507,  547,  549-551,  554-557,  583,  570-571,  574-576 
579,  583-58G.  G07-C08,  GIO,  615-017,  622.  6:«-63.^ 
038,  651-652,  061,  604-666,  672,  679-683,  686-694 
700-701,  704-706.  712,  721-722,  725-726.  729-731 
734  736,  752-754,  763- 7M,  708,  775-777,  780-782 
792,  799,  80t-805,  814-819,  823,  826,  839-840,  844- 
845,  849,  886-890,  893-894,  898.  907-909,  912,  919- 
924,  928-929,  943-945,  952,  956-95?,  975-976.  989- 
992.  997-1002,  1006,  1011-1015,  1020,  1035-1037 
1039,  1041,  1044-1047,  1083,  1088-1089,  1092,  1106 
1111.  1118-1120,  1129-1130,  H48,  1151-1152,  1157 
1169-1172,  1176-1178,  1193-1197,  1205,  1209-1218 
1221-1224,  1227-1228,  1231,  1235-1236,  1239,  1242- 
1250,  1281-1282,  1286,  1299-1300,  1306-1312,  1357- 
1358,  1360-1365,  1371,  1488-1490,  1493-1495,  1532- 
1534.  1541-1542,  1548-1550,  1555-1556,  1561-1564 
1568-1570;  1574-1576,  1583,  1588,  1593-1596,  1598- 
1600,  1603,  1621-1622,  1631-1634,  lfrl3-l&44,  1648 
1650-1656,  1663,  1700-1711,  1716,  1723-1728,  1731 
1744-1746,  1752-1754,  1759,  1763-1764,  1769 

farm  line,  on 688-691 

not  as  great  as  sought &11-644, 649 

denied 591-592,  598,  721-722,  725,  791-792.  796 

799,  932-935,  941,  977-978,  983-984,  988 
1030-1035, 1312-1314 
joint  use  of  instrument  by  two  parties,  for.  establish- 
ment authorized 676-677 

line  leased  by  one  business  eorporntion  and  extending 

beyond  village  limits  approved 1195-1196, 1205-1210 

metallic  circuit  system,  for,  fixed 1351-1352 

special  individual  line  rate,  ordered  adjusted 366-367,370 

buziwrs,  for,   approved 551,554,570-571,573.806,815,1178,1194 

cam  lever  or  knife  switches,  for.  approved 1178, 1194 
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SUBJECT  INHEX. 

RATES  --  Continued :  PAOE 

cancellation :  ' 

increaaed  rates,  of,  at  request  of  eompany  permitted. .  12B0-1281 

switching  chaif^,  of,  anthorized 639 

toll    rates    prescribed    by    Postmaster    Oenen^,    of, 

ordered  ...'. 903-974 

(■!  ass:  ti  cation : 

additional  classes: 

approved 437, 441 

necessary  to  prevent  discrimination 1083, 1067-1088 

different  classes  of  service,  for,  made. 205-207,  763-764 

767-768, 1045-1046, 1148-1151, 1246 
1304-1305. 1541-1542, 1547-1548 

diiferentials  held  not  equitable 815-816,  823 

elimination    of  limited  service  because   of  difficulty 

in  policing  calls,  authoriEed 1664-1666 

exchange  and  farm  line,  into,  ordered 1779 

farm  lines,  of,  discrimination  in,  ordered  eliminated. .       663-664 

669-670 
four-party  business  and  eight-party  readenee  excluded 

from  1103 

individual  line  and  party  line,  into: 

authorized ■.58,1304-1.305 

reasonable 1713 

rural,  business  and  residence,  into,  made 1246-1249 

1541-1542, 1547-1548 
two-party : 

residence,  establishment  authorized 177-179 

unnecessary,  considered  to  be 157-158 

collection : 

liability  for  collection  of  switching  and  toll  chaises 

upon  connecting  farm  line 1465, 1468-1470 

rules  governing  collection  of  switching  chai^^es,  pre- 
scribed   1753, 1755, 1760 

combination  business  and  residence: 

approved 705,  711-712 

disapproved  1763,1759 

hiuher  for  service  on  two  circuits  than  on  one,  denied. 705-706,  710 

ordered  eliminated 107-108,999-1000,1002-1003 

permitted 119-120, 124 

common    battpry    system,    increase    authorized    following 

installation  of 1306-1307, 1561-1564 

I82S 
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SUBJECT   INDEX. 

KATES  — Continned:  tat 

compariBon  between  localities: 

made    447-448, 482, 1727-1728, 1743-17« 

not  necesaariiy  conclusive 194, 201-202, 1U9,U31 

competitive : 

rednction  to  meet  competition  anthomed. '. ?20-?21 

toll  rates  equal  to  competitor's,  authorized m 

complaint  as  to,  dismissed 1-11,23 

petition  for  writ  of  certiorari  filed STl 

consolidation,  following: 

application  of  ratee  o£  porchaser,  higher  than  thoae 

■         of  company  parchased,  approved 533-531 

Bated   1692-1694 

making  of  duplicate  charges  where  services  of  two 

exchanges  not  given,  forbidden 13&1, 1396 

not  to  bo  increased 623-624,1232,1235,1277,1279 

permitted  to  become  effective:  order  modified 1074-1076 

unchanged,  to  be 1232, 1235, 1277, 1279 

contracts,  fixed  by: 

jorifldiotion  over,  discnsaed 406-4VT 

rate  increase: 

authorized  404-406 

subject  to  terms-of 514r^l5, 617-518 

superseded  by  schedule  rates 1746 

ddivery  chai^: 

incoming  toll  oharges,  on,  disapproved 687-68S 

messenger  fee  where  non-subscriber  called,  approved.         77, 79 
desk  telephones: 

additional  chaige  for: 

approved 66,  68,  77,  79,  88-89,92,  160,162,252 

2fiC,  271,  288,  319-321,  326,  376,  413-414,  43M37 
441,  651,  554,  570-5n,  573,  699-700,  706,  712,  777 
780,  782,  1013,  1020,  1030-1031,  llOfi,  U08,  1118 
1130,  1236,  1239,  1299-1300,  1493,  1534,  1540,  1«7 
.     .  1649,1727 

farm  lines,  on 1177, 1193-1195, 1205, 1209 

residence  service,  for 665-666, 672, 1177 

1193-1195, 1205, 1209 

denied  for  business  service 1177, 1193-1195, 1205, 1209 

monthly,  in  lieu  of  Installation  charge,  authorized      256-258 

increase  authorized 269-271,288,706,712 

different,  for  different  sized  exchanges,  authorized 1158,1164 
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SDBJKCr  INDBI. 

RATES  — Coatinued:  paqe 

directory  listings,  for  extra,  approved 248,321,3^,493 

■      540-541,  &i6,  551,  564, 567,  563,  570-571,  673,  909,  912,  922 
924,  929, 1110, 1236, 1239, 1600, 1603, 1694 

hotel  guests  required  to  pay 1108 

equipoise,  for,  authorized 806, 816, 1178, 1194 

extciuioti  bells,  for: 

approved    271,  288,  493, 606, 551, 554, 666-666,  672 

1118, 1130, 1236, 1239, 1349 

reduction  ordered 486, 489 

extension  telephonf«,  for : 

additional  chei^  for,  approved 1647, 1649 

approved    271,  288,  376,  661,  564, 1118, 1130, 1177-1178 

1193, 1349, 1357-1358 
business : 

higher  than  residence,  anthoritpd 248, 251-252, 266 

414,  492,  506,  538,  546,  557,  663,  666-666,  672,  814 

920,  923,  928,  1106,  1193,  1196-1197,  1206-1210,  1236 

1239,  1242,  1245,  1299-1300,  1694 

increase  authorized  749-750 

disajiproved  22-23 

incrpnse   aiitliorized 121,123-124,  664-666,  672,  706,  712 

749-750,  775-776,  780,  782,  999-1002, 1006 
reduction : 

authorized   81, 85 

recoinniondcd    1-2, 11, 22-23 

farm  line; 
business : 

approved    328,  331-332, 1015 

higher  than  residence,  authorized 249,488-489,823,826. 

1106, 1196-1197, 1206, 1210 
1228, 1231, 1286, 1534, 1540 
classification,  differentiation  between  subscribers  desir- 
ing-   four-exchange     and     five-exchange     service 

eliminated 1664r-1666 

excess  mileage : 

chai^  applicable  to  ext«nsion  beyond  half  mile.  1549 

1656-1566 

not  approved  489, 491, 606 

fixed 1780-1781 

higher  than  local  residence  due  to  high  maintenanoe 
costs  791, 796-797 

1827 
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SUBJECT  INDEX. 
KATES  —  Continned : 
fann  line  —  coatinned : 


authorized 45-^6,  71-72,  75-77,  79-81,  85,  88-89 

92,  159-162,  205-207,  211-212,  215,  228-235,  249 
289-293,  299,  302-304,  307-309,  328,  331-332,  366- 
367,  370,  372-374,  376,  404-405,  409,  413-415,  m- 
421,  423,  426,  465-466,  472,  485,  488-494,  505-5<ff 
517-523,  538,  545,  550-551,  554-557,  663,  670-671 
673-576,  579,  602-603,  607-608,  610,  615-617,  622 
628-629,  641-644,  649,  651-652,  661,  664,  666,  672 
675-676.  679-683,  686-691,  700-701,  7O4-706,  712 
721-722,  725-726,  720,  752-754,  775-777,  780-792 
799,  804-805,  814-819,  823,  826-828,  835-839,  8*5 
849,  893-894,  898,  907-909,  912,  919-924,  928-929 
943-946,  952,  956-957,  989-992,  997-1002,  1006 
1011-1015,  Vm,  1035-1037,  1039,  1041,  1044-1047 
1089,  1092,  1106,  1111,  1118-1120,  1129-1130,  1146- 
1148,  1151-1152,  1157-1159,  1165,  1169-1172,  1194- 
1197,  1206,  1209-1218,  1227-1228,  1231,  1235-1236 
1239,  1242-1250,  1281-1282,  1286,  1288-1290,  1306- 
1307,  1360-1362,  1486-1490,  1532-1534,  1540-1512 
1548-1550,  1655,  1568-1570,  1574-1576,  1583.  1588 
1598-1600,  1003,  1643-1044,  1648,  1650-1654,  1709- 
1711,  1716,  1723-1726,  1750-1754,  1759,  1761-1764 
1769-1771 

individual  line  service,  for 289, 291-293 

denied    473-476, 484, 849-850,  857, 1030-1035 

1312-1314, 1656-1656, 1661, 1663 

not  effective  until  lines  made  metallic 846. 848 

silent  calling,  elimination  authorised 815-816,823 

toll  ehaige  for  calls  on,  authoriMd 800, 803-804 

filing: 

extension  of  time  granted  for 86-87 

Postmaster  General's  authority,  filed  with: 

authority  to  file  toll  jates,  denied 1072-1076, 1172-1176 

not  effective 461-462 

^, ,        order  suspending  pending  a  rehearing 1142-1143 

in  lien  of  measured  rates  tor  switching,  approved 307-309 

optional  message  or,  anthorised 245 

interexehange  service,  for 1351-1354 

switching  servif*,  for,  restoration  denied 1336-1346 

toll  service,  for,  restoration  denied 1336-1346 

foreign  exchanges,  for  service  with,  approved 817, 826 

franchises  fixing: 

disregarded 451 

not  binding  on  Commisdon 1011,1020 
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SimjECT  IHDBX. 

KATES  —  Continued :  faok 

gronnded    circuit   Bystem,    for,   optional    metallic   i»rcait 

system  or,  approved 815-816,  825-826 

harmonic  ringii^  service,  for,  approved 816-417,  823, 826 

horizontal  increase,  application  for,  dismissed 1240-1242 

hotel  private  branch  exchanges,  for,  approved.  .1108, 1242, 1246, 1588 
increase: 

all  classes  of  service,  for: 

anthoriied  1597-1S98, 1684-1885 

denied  1077-1079 

petition  for  rehearing,  dismissed 404 

approval  of  Commission  necessary  for 769, 772, 1273-1276 

burden  of  proof  as  to  need  for : 

applicant,  upon  984-985 

ordered  furnished 978, 982 

business: 

authoriMd 61-62,  64-66,  68,  71-72,  75-77,  79-81 

85,  88-89,  92,  117-120,  124,  155-162,  177-178,  194- 
195,  201-203,  205-209,  211-212,  215,  228-235,  240- 
242,  245-249,  251-252,  256,  258-260,  262-264,  269- 
271,  288,  299,  302-304,  319-321,  325,  328,  331-332 
372-374,  376,  412-415,  420-421,  423-126,  435-437 
441-444,  447-449,  466-466,  472-476,  484-485.  488- 
494,  505-507,  547,  549-551,  554-557,  563,  570-571 
574-576,  579,  583-586,  607-608,  610,  615-617,  622 
634-635,  638,  661-652,  661,  664-666,  872,  679-683 
686-688,  692-694,  700-701,  704-706,  712,  721-722 
725-726,  729-731,  734-736,  752-754,  763-764,  768 
775-777,  780-7B2,  792,  799,  804-805,  814-819,  823 
826,  839-840,  844-845,  849,  886-890,  893-894,  898 
907-909,  912,  919-924,  ffi&-929,  943-945,  952,  956- 
957,  975-976,  980-992,  997-1002,  1006,  1011-1015 
1020,  1035-1037,  1039,  1041,  1044-1047,  1083,  1088- 
1089,  1092,  1106,  1111,  1118-1120,  1129-1130,  1148 
1151-1152,  1157,  1169-1172,  1176-1178,  1193-1197 
1205,  1209-1218,  1221-1224,  1227-1228,  1231,  1236- 
1236,  1239,  1242-1250,  1281-1282,  1286,  1299-1300 
1306-1312,  1357-1358,  1380-1365,  1371,  1448-1490 
1493-1495.  1532-1534,  1541-1542,  1548-1550,  1555- 
1656,  1561-1564,  1568-1670,  1574-1576,  1583,  1588 
1593-1596,  1598-1600,  1603,  1621-1622,  1631-1634 
1643-1644,  1648,  1650-1656,  1663,  1709-1711,  1716 
1723-1728,  1731,  1744r-1746,  1752-1754,  1759,  1763- 
1764, 1769 

fsiTO  lines,  on 688-601 

not  as  great  as  sought 641-«44, 649 

I82n 
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SUBJECT  IKDEX. 

BATES  —  Continued :  ,^ 

increase  —  continued : 

business — continued : 

denied 591-692,  698,  721-722,  72S,  791-792 

796,  799,  932-935,  941,  977-fl78.  983-9fti 
988, 1030-1035, 1312-1314 

cancellation  at  request  of  company  permitted r28(H  281 

common    battery   system,    following    installation    of, 

aathorized 1306-1307, 1561-15M 

continuous  service,  following,  authorized 89,92,1299-1300 

desk  telephones,  for,  approved 269-271,  288, 706, 712 

efleotjvc  date  postponed  because  of  failure  to  remedy 

service 427-435 

equal  to  discount  for  prompt  payment,  authorized. . ,      210-211 

913-916,  1039,  1242,  1244-1245,  I486-14S8 

1597-1598, 1650-1654 

extenmon  telephones,  for,  authorized 121,  123-124,  664-666 

672,  706,  712,  749-750,  775-776,  780,  782,  999-1002, 1006 

business,  for 749-750 

farm  line: 

authorized 45-46,  71-72,  75-77,  79-81.  85.  88-89,  92 

159^^162.  205-207,  211-212,  215,  228-235.  249,  289- 
293,  299.  302-304,  307-309,  328,  331-332.  366-367  ' 
370,  372-374,  376,  404-405,  409,  413-415,  42^421 
423,  426,  465-466,  472,  485,  488-494.  505-507,  517- 
523,  5.38,  545,  550-551,  564-657,  563,  570-571.  573- 
676,  579,  602-603,  607-608,  610,  615-617,  622.  628- 
629,  641-644,  649,  651-652,  661,  664,  666,  672.  67^ 
676,  67&-683,  686-691,  700-701,  7M-706,  712.  721- 
722,  725-728,  729,  752-754,  775-777,  780-792,  799 
804-805,  814-819.  823,  828-828,  835-839,  845.  849 
893-894,  898,  907-909,  912,  919-924,  928-929,  943- 
945,  952,  956-967,  989-992,  997-1002,  1006,  1011- 
1015,  1020,  1035-1037,  1039,  1041,  1044-1047,  10S9 
1092.  1106,  nil,  1118-1120,  1129-1130,  1146-1148 
1151-1152,  1157-1159,  1165,  1169-1172,  1194-1197 
1206,  1209-1218,  1227-1228,  1231,  1235-1238,  1239 
1242-1250,  1281-1282,  1286,  1288-1290,  1306-1307 
1360-1362.  1486-1490,  1532-1534,  1540-1542.  1548- 
1550,  1655,  1568-1570,  1574-1576,  1583,  1588,  1598- 
1600,  1603,  1643-1644,  1648,  1650-1654.  1709-1711 
1716,  1723-1726,  1750-1764,  1759,  1761-1764,  17fi9- 
1771 

individual  line  service,  for 289, 291-293 

not  as  gnat  as  sought 641-644,649 

1S30 
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SUBJECT  ISDBX. 

—  Continued:  *  PAflK 

increaae  —  eontinned : 

farm  line  —  continued: 

denied 473-476,  494,  849-850,  857, 1030-1036 

131^1314,  1655-1666,  1661,  1863 

not  effective  until  lines  made  metallic 846, 848 

bomontal,  application  for: 

authorized  913, 916 

diBmiBsed  1240-1342 

improvement  in  service,  following,  justifiable 1132^1133 

113ft-1140 

individual  line  service,  for,  authorized 67-61, 602-603 

intercommunicating  trunks,  for,  anthorised 436-437, 441 

metallic    circuit    systen),    following    installation    of, 

authorized  827-828,  845, 848, 1784-1785 

municipal  contract,  Huhject  to 614-515 

net  rates,  in,  denied 1660-1664 

no  action  taken  by  Commission  upon,  while  properties 

operated  by  Federal  Government 1464 

one  year,  for,  authorized 187-188, 192-195,  203, 420-421 

426,  435,  440-441.  444-446,  660,  662,  673,  846,  953 

975-976,    998-1000,    1005-1007,    1011,    1020-1021 

1330-1332,  1631-1634 

ezt«nmon  of  time,  granted 1022-1024 

1333-1336, 1629-1631 

order  modified  1614 

order  modified  to  exclude  one  exchange  from  effect  of 

increase  1669-1670 

party  line  service,  for,  authorized 57-61,  447-449, 602-603 

607-608,  610, 615-617,  916-919, 95f-959 
Postmaster  General,  approved  by : 

approved 1501-1527 

not  acted  npon  by  Commission  since  properties 

operated  nnder 1464 

suspended,  abn^ted  and  annulled 1219-1220 

private  branch  exchanges,  for,  authorized 194-195, 201-203 

249, 435-437,  441,  921,  923-924, 928-929 
protest  against,  failure  of  subscribers  to  make,  not 

sufficient  reason  for  granting 473-474, 476-477 

reasonableness  to  be  proved  following  effective  date  of 

authorization  1059-1060 

rebnildinp;  of  properties,  for,  not  granted  where  earn- 
ings fair  in  past 849-861, 864 
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BATES  — Contianed:  piat 

increase  —  continued : 

reduction  of  nnmber  of  subscribeis  per  liae,  following, 

auUioriwd 289-291, 293 

residence: 

authorized 61-62,  64-66,  68,  71-72,  75-77 

79-81,  85,  88-89,  92,  106-108,  117-120,  124,  155-161 
174,  177-178,  185-186,  194-195,  201-203,  205-209 
211-212,  215,  228-235,  240-242,  245-249,  251-252 
256,  258-260,  262-264,  269-271,  288,  294,  302-304 
319-321,  325,  328,  331-332,  372-374,  376,  404-405 
409,  412-415,  420-121,  423-426,  435-437,  441-444 
447-449,  465-466,  472-476,  484-485,  488-494,  50S- 
507,  538,  545,  547,  549-551,  554-557,  563,  570-5n 
573-576,  579,  583-586,  607-608,  610,  615-617,  622 
634-638,  641-644,  649,  651-652,  661,  664-666,  672 
679-683,  686-688,  692,  694,  700-701,  704-706,  712 
721-722,  725-726,  729-.731,  734-736,  752-754,  763- 
764,  768,  775-777,  780-782,  791-792,  799.  804-805 
814-819,  823,  826,  839-840,  844-845,  849,  893-894 
898,  907-909,  912,  919-924,  928-929.  943-945,  952 
956-959,  975-976,  989-992,  997-1002,  1006,  1011- 
1015,  1020,  1035-1037,  1039,  1045-1047,  1083,  1088- 
1089,  1092,  1106,  1111,  1118-1120,  1129-1130,  1148 
1151,  1169-1172,  1176-1178,  1193-1197,  1205,  120ft- 
1218,  1221-1224,  1227-1228,  1231,  1235-1236,  1239 
1242-1250,  1281-1282,  1286,  1299-1300,  1306-1312 
1357-1358,  1360-1366,  1371,  1488-1490.  1495-1498 
1532-1534,  1540-1542,  1548-1550,  1555,  1561-156* 
1568-1570,  1574-1676,  1583,  1588,  1593-1596,  1598- 
1600,  16(B,  1621-1622,  1631-1634,  1643-1644,  1648 
1650-1656,  1663,  1709-1711,  1716,  1723-1728,  1731 
1744-1746,  1752-1754,  1759,  1763-1764,  1769 

not  aa  irreat  as  sought 641-644, 649 

denied 591-592,  598,  932-935,  941,  977-978 

983-984,  988, 1030-1035, 1312-1314 
several  companiea,  application  made  by  association 
for  horizontal  increase: 

auUioriMd   913-916 

dismissed  1240-1242 

six  months,  for,  authorized 211-212, 225, 237, 240-242 

734-735, 737-738, 1364, 1370-1371 

suburban,  authorieed   ■ 1063, 1088 

switchboard  installation,  following,  authorized 134S-1349 
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SUB.TECT  INDEX. 

Continned :  paoe 

increase  —  continned : 
B  witching : 

anthorieed 65-66,  68,  71-72,  75-77,"79,  174,  187-188 

191-193,  269,  271,  288,  299,  302-304,  475-476,  634- 
635,  638,  651-652,  661,  679-682,  700-701,  704,  833- 
835,  883-890,  976,  989-990,  997,  1013-1015,  1020 
1041,  1044,  1288-1296,  1330-1332,  1357-1358,  1363- 
1365,  1371,  1568-1570,  1574-1575,  1593-1596,  1598- 
1600,  1603,  1^1-1634,  1643-1644,  1648,  1723-1726 
1752-1754, 1756, 1759 

not  as  great  as  asked 641-644,  649 

denied 804, 814 

temporary : 

one  year,  for,  authorized 187-188, 192-195, 203 

420-421,  426,  435,  440-441,  444-445,  650,  662,  673 

845,  953,  975-976,  998-1000,  1005-1007,  1011, 1020- 

1021,  1330-1332,  1631-1634 

extension  of  time,  granted 1022-1024 

1333-1335, 1629-1631 

order  modified 1614 

should  be,  under  present  conditions 859-864 

six  montfis,  for,  authoriied 211-212,  225, 237, 240-242 

734^735.  737-738, 1364, 1370-1371 

two  years,  for,  anthori^ 119, 123 

toll ; 

authorized 129-131,  211-212,  215,  225,  227,  237 

240-242,  700-701,  704,  730-731,  734-736,  1089,  1091- 
1092,  1104,  1111,  1363-1365,  13C9,  1371,  1528-1531 

denied .-. 977-978, 983-984,  988 

suspended,  abrogated  and  annulled 1219-1220 

two  years,  for,  authorized 119, 123 

unauthorized  held  unlawful 1273-1276 

individual  line  service,  for : 

applicable  for  multi- party  bridged  service 1210 

increase  authorized 57-61,  602-603 

residence,  establishment  authorized 1493-1495 

switching,  approved 72,  75 

two-party  line  service  for,  approved  where  character 

of  distribntion  system  the  same 299,  304 

interchange  of  service,  toll  rates  for: 

approved  818,826 

fiTed  1786 

1B3S 
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SUBJECT  nn>BX. 

—  CoDtinned ;  Pifii 

interchange  of  service,  toll  rates  for  —  continued: 
in  lien  of  free  service : 

anChorizod 427,  431^34,  1037-1038,  1168-1169 

1315-1328, 1532,  1534, 1538, 1540 

suspended  pending  a  hearing 640-641 

denied  1281-1283, 1286 

non-application  to  certain  ezchai^ee  held  dis- 
criminatory          427,432 

interconununicating  trunks,  increase  authorized 435-437, 441 

interexcbange  service  for: 

free  service  in  lieu  of  toll  rates: 

approved    1223-1224 

ordered 607-608,617 

toll  rates  for: 

fixed  1561, 1564 

in  lieu  of  free  service: 

authorized 57-58,  61,  79-82,  85-86.  293-298 

574r-575,  578, 1351-1357,  1364-1365.  1370-1372 
1577,  1584. 1591. 1676-1677 

.    complaint  against,  dismissed 451 

denied  119-121, 124, 876 

not  ordered  over  heavily  loaded,  grounded 

line  297 

intrastate: 

jurisdiction  of  Postmaster  (Jteneral  over,  not  yet  deter- 
mined    1078 

regulation  within  jurisdiction 1053-1055,1057,1423-1453 

investigation  required,  approval  of  consolidation  withheld.  1048-1062 
joint : 

loll  schedules  ordered  filed 580, 582 

use  of  inatrument  by  two  parties,  for,  approved 248, 493 

506,  676-677,  806,  814, 1015, 1020. 1109-1110 
1177, 1193, 1350-1351 

knife  switches,  for,  approved 806,  815, 1178, 1194 

measured  service,  for: 

flat  rates  for  switchit^  in  lien  of,  approved 307-309 

optional  flat  rate  or,  authoriied 245. 1351-1354 

metallic  circuit  system,  for; 

efFective  as  soon  as  60%  of  lines  metallic 816.  S25 

fixed    1351-1352 

farm  lines,  for 816, 828 

higher  than  for  grounded  circuit  service 1284 

increase  following  installation  of,  authorized.  827-828. 1784-1785 

not  effective  until  circuits  made  metallic 845.848 

optional  grounded  circuit  or,  authorized 815-816, 825-826 

1S34 
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SUBJECT  niTDEX. 

RATES  — Continaed:  PAflE 

mileage,  excess: 

approved 81,  85,  245,  248,  321,  325,  328,  331-332,  370 

377,  412-413,  492-493,  505-507,  539,  541,  545-546,  557 
563,  665-666,  672,  806,  814,  912,  923-924,  929,  1178 
1193-1194,  1236,  1239,  1589,  1600,  1603,  16&4 
farm  lines,  on: 

disapproved    489,491,506 

fixed  1549, 1555-1556 

fixed    1569-1570, 1574-1575,1772-1773, 1781 

line  leased  by  one  company  and  extending  beyond  vil- 
lage limits,  for,  approved 1195-1196, 1206-1210 

night : 

charge  for,  approved 76-77, 79 

toll,   change   in  hour    when   lednced   rates   effective, 

authorized    211-214,  226-227,  238,240,  242 

non-subscribers,  for: 

approved 77,  79,  687-688,  Slfi,  826, 1015, 1020, 1107 

1223-1224, 1752-1753, 1755,  1760 

fixed   680-582,  622, 719-720 

messenger  fee  approved  when  non-subscriber  called  on 

subscriber's  'phone' 77, 79 

toll  rates  for,  reduction  authorijted 169-161,720-721 

optional  grounded  circuit  or  metallic  circuit  system  service, 

for,  approved 816-818, 825-826 

optional  message  or  flat  rate  for  interexcbange  service, 

authorized 245, 1361-1354 

"other  line  charge"  on  toll  messages  disapproved.. 517-520,  687-688 
overtime  on  toll  messages: 

approved  although  initial  period  free 413-415 

fixed   343,  348 

party  line : 

four-party  business: 

eight-party  residence  and,  excluded. 1103 

not  authorized 1215 

increase  authorized  57-61, 602-603,  607-608,  610, 615-617 

916-919, 957-959 

four-party  business  and  residence 447-449 

individual  line  rates  for  two-party  service  approved 

where  character  of  distribution  system  same 299, 304 

two-party : 

residence,  establishment  authorized 177-179 

unnecessary,  considered  to  be 167-158 

183S 
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SUBJECT  nrmx. 

BATES  —  Continued :  rua 

pay  stations,  for: 

approved    929, 1107, 1111,1589 

fixed 700, 7ft4, 801 

posting,  rules  governing,  prescribed 891-S91 

private  branch  exchanges,  for : 

approved 321,  325,  493,  507,  539-640,  1107-1108 

1242-1243, 1245, 1588 

increaM  aatioriEed 194-195, 201-203, 249, 435-137 

441,  921, 923-924,  928-K9 

private  interconunnnicating  system,  for,  approved IIOS 

proposed   by   company    approved   by    Commission    upon 

reconsideration  of  facts 442-444 

public  news  telephone  service,  for,  approved 1040 

push  buttons,  for,  authorized 551,554,570-571,573 

806, 815, 1178, 11« 
reasonablenesa : 

not  proof  of  sufficiency 482 

proof  as  to,  to  be  nmde  following  effective  date  of 

increase  1059-1060 

toll   rates   for   intra-county  service    held   reasonable 

where  usual  rates 427,433 

reduction : 

extenaioD  bells,  for,  ordered 465,489 

extension  telephonee,  for; 

authorised  81,85 

recommended    1-2, 11, 22-23 

suspension  of  service,  for  periods  of,  approved 590-591 

676-677, 954-955, 1047, 1110, 1350-1351 
1752-1754, 1760 

switching,  ordered 465-*66, 471-472 

toll: 

authorized   159-161 

competition,  to  meet 720-721 

ordered  1336, 1343-1345, 1790-1792 

residence : 

approved  1559-1561 

business     purposes,     used     for,     additional     charge 

approved    1015, 1020,1111 

fixed  1772, 1775, 1779 
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BATES  —  Continned :  page 

residence  —  continued : 
increase: 

autboriied 61-62,  B4-fi6,  68,  71-72,75-77 

79-81,  85,  8S-89,  92,  106-108,  117-120,  124,  155-164 
174,  177-178,  185-186,  194-195,  201-203,  205-209 
211-212,  215,  228-235,  240-242,  245-249,  251-252 
256,  258-260,  262-264,  269-271,  288,  299,  302-304 
31&-321,  325,  328,  331-332,  372-374,  378,  404-405 
409,  412-415,  420-421,  423-426,  435-437,  441-443 
447-449,  465-466,  472-476,  484-485,  488-494,  505- 
507,  538,  545,  547,  649-Ml,  554-557,  563,  576-571 
573-576,  579,  583-586,  607-608,  610,  615-617,  622 
634-635,  638,  641-644,  549,  651-652,  661,  664^-666 
672,  679-683,  686-688,  692,  694,  700-701,  704-706 
712,  721-722,  725-726,  729-731,  734-736.  752-754 
763-761,  768,  775-777,  780-782,  791-792,  799,  804- 
805,  814-819,  823,  826,  839-840,  844-845,  849,  89*- 
894,  898,  907-909,  912,  919-924,  928-929,  943-945 
952,  956-959,  975-976,  989-992,  997-1002,  1006 
1011-1015,  1020,  1036-1037,  1039,  1M5-1047,  1083 
1088-1089,  1092,  1106,  1111,  1118-1120,  1129-1130 
1148,  1151,  1169-1172,  117&-1178,  1193-1197,  1205 
1209-1218,  1221-1224,  1227-1228,  1231,  1235-1236 
1239,  1242-1250,  1281-1282,  1286,  1299-1300,  1306- 
1312,  1357-1358,  1360-1365,  1371,  1488-1490,  1495- 
1498,  1532-1534,  1540-1542,  154S-1550,  1555,  1561- 
1564,  1568-1570,  1574-1576,  1583,  1588,  159S-1596 
1598-1600,  1603,  1621-1622,  1631-1634,  1643-1644 
1648,  1650-1656,  1663,  170&-1711,  1716,  1723-1728 
1731.  1744-1746,   1752-1754,   1759,  1763-1764,  1769 

not  aa  great  aa  sought 641-644,  649 

denied    591-592,  598, 932-936, 941,  977-978,  983-984 

988, 1030-1035, 1 312-1314 

individual  line,  establishment  authorized 1493-1495 

schedules : 

change  in,  unlawful  except  upon  notice  to  Commission      133, 139 

establishment  approved   719-720 

joint  toll  rates,  of,  ordered  filed. 580,582 

modifipBtlon  authoriwd 1772-1781 

postinR  and  publishintr,  rules  governing,  prescribed. .       S91-893 

toll  rates,  of,  suspended 1592 

service  line  snbscribers,  for,  approved 444 
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SUBJECT  rSDBX. 

—  Continued ;  paoe 

short  period  talking  service,  for,  approved 1040 

short  term  service,  for,  fixed. .  .1549, 1555-1556, 1772-1773, 1775-17S0 

silent  calling  rural  service,  for,  elimination  approved 816-816,823 

special  services,  for,  approved 929 

standardiEation ; 

advisable  where  possible 1772,1775 

toll  rates  fixed  by  Postmaster  General  for 969, 1055 

station  chai^  not  jnstiAed  where  installation  and  mainte- 
nance expenses  not  incurred 389 

anbnrhan,  increase  authorized 1083, 10S8 

summer  resorts,  for,  fixed 1555-155G 

suspension : 

rcsuspension  of  rate  sclinlnles  filed  with  a]i]>roval  of 

Postmaster  General  ordered  pending  a  hearing 1142-1143 

toll  rates  fixed  by  Postmaster  General: 

modified  schedule,  of,  ordered 1332-1333 

ordered    874-875,  904-907,  930-931, 962-963, 1007-1009 

1053-1058, 1079-1081, 1332-1333, 1499-1500, 1592 
switchii^: 

aetnal  cost  on  basis  for  fixing,  considered 1186-1187, 1192 

approved    551, 554,  570-5n,  573, 1590 

cancellation  authorized 639 

connecting  companies,  for,  rule  governing  collection, 

prescribed   1753. 1755. 1760 

farm  switch,  for  ser\-ice  through,  fixed 1720-1723,1725 

fiat  rate  for  r 

instead  of  measured  rates,  approved 307-309 

restoration  denied  1336-1346 

increase: 

authorized    65-66.  68, 71-72. 75-77, 79. 174. 187-188 

191-193.  269,  271.  288,  299,  302-3(M,  475- 
476,  634-635,  638,  651-652.  661,  679-682 
700-701,  704,  833-836,  883-890,  976,  989-990 
997,  1013-1015,  1020,  1041.  1044,  1288-1290 
1330-1332. 1357-1358, 1363-1365. 13n.  1568- 
1570.  1574-1575,  1593-1596.  1598-1600,  1603 
1631-1634. 1643-1644, 1648. 1723-1726, 1752- 
1754.  1756.  1759 

not  as  great  as  sought 641-€44.  649 

denied    804, 814 

individual  line,  for,  approved 72.  75 

liability  for  collection  npon  connecting  farm  line .  1465, 1468-1470 
maximum,  fixed  775, 780 
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BATES  — Continued:  paab 

switchiug —  continued : 

minimom,  fixed tt4 

one-exehangp  service,  for,  fixed 1720-1723,1725 

reduction,  ordered 466-466, 471-472 

two-exchange  service,  for : 

fixed     1720-1723, 1725 

same  for  one-exchange  service  and,  held  discrimi- 
nation     1717-1718, 1720-1723 

tcrminsting  cbar^  on  toil  rates  dieapproved 1533, 1539 

toll: 

additional  chai^  on: 

agreed  upon  by  companies  not  passed  upon  by 

Commission 342-343,347 

disapproved    1533, 1539 

fixed  342-348 

block  sj-stem  for  fixing,  approved 129-130 

calls  on  rural  party  line,  for,  authorized 800, 803-~804 

charge  for  use  of  local  exchange  from  subscriber's 

station  to  central  office  not  permissible 632 

commissions  on,   fixed 1772-1774,1778,1781 

competitive  rntes,  equal  to,  authorized 342 

county  boundaries  not  proper  basis  for 630-633 

division  of  interline: 

commissions,   fixed    ...090-1000,1003,1772-1774,1778,1781 

reversed  nies.<4agcR,  on ■ 101,105 

contract  covering,  ordered  modified 1790-1792 

fixed    29.3,  295-297,  342-343,  348,  580-682, 1037-1038 

1168-1169, 1302-1303, 1532, 1538, 1772-1774, 1778, 1781 

same  for  reverKed  calls  as  for  direct 516-517 

left  in  first  instance  to  agreement  between  parties.  1353 

fixed    ■ 342-343,  348, 516-517 

flat  rates  for,  restoration  denied 1336-1346 

higher  for  incoming  than  outgoing  messages,  increase 

to  eliminate  discrimination,  authorir^ 1364, 1369 

incoming  messages,  "  other  line  chai^ "  on,  disap- 
proved         687-688 

increase : 

authorized    ....  129-131,  211-212. 215, 225. 227, 237, 240-242 

700-701,  704,  730-731,  734-736,  1089,  lOfll-1092 

1104, 1111, 1363-1385, 1369. 1371, 1528-1631 

denied    977-978,  983-9S4.  OSS 

suspended,  abrogated  and  annulled 1219-1220 
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BATES  —  Continued :  PiGE 

toll  —  continued : 

interchange  of  service,  for: 

approved    818, 826 

fixed  1786 

in  lieu  of  free  service: 

authorized  427, 43H34, 1037-1038, 1168-1169 

1315-1328, 1532,  1534,  1538,  1540 

suspended  pending  a  rehearing 640-641 

denied    1281-1283, 1286 

non-application    to    certain    exehai^^s   held 

discriminatory    427, 432 

'  reasonable,  held  to  be,  where  usual  rates 427, 432 

interexchange  service,  for: 

fixed 1561, 1564 

free  service  in  lieu  of: 

anthoriBed   1223-1224 

ordered    607-608,  617 

in  lieu  of  free  service: 

authorized 57-58,  61,  79-82,  85-86,  293-298 

574-575,  578,  1351-1357,  1364-1365 

1370-1372,  1577, 1584. 1591,  1676-1677 

complaint  i^rainst  establishment,  dismissed..  451 

denied    119-121,124.876 

not  ordered  for  service  over  heavilj  loaded, 

grounded  line 297 

intrastate    rates    not    to    be    on    higher    basis    than 

interstate  129-130 

joint,  schedules  for,  ordered  filed 580,582 

liability  for  collection  upon  connecting  farm  line. 1465, 1468-1470 

long  distance  terminals,  for,  approved 1040 

messages  between  points  not  more  than  twelve  miles 

apart,  for,  suspended 1592 

night,  change  in  hour  when  reduced  rates  eFFcctive. 

authorized  211-214, 226-227,  238, 240, 242 

"other  line  charge"  on,   collection   ordered  discon- 
tinued     517-520.  687-588 

overtime : 

approved  although  initial  period  free 413-415 

;  fixed   343,348 

Postmaster  General,  fixed  by: 

action  to  prevent  company  from  putting  rates 

into  effect,  ordered  commenced  by  counsel 1063-1066 

authority  to  file,  denied 1072-1076,1172-1176 

less  than  statutory  notice,  on 1144-1145 

■  ■  TL  1840 
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KATES  —  Continued :  page 

toll  —  continued ; 

Postmaatcr  General,  fixed  by  —  continued: 

eanccllation  ordered  963-974 

disapproved  by  CoraraiBsion 878, 1295-1298 

discussed   1064-1066 

fine  imposed  on   company   by   Conunission,    for 

charging    1405-1406, 1453-1455, 1699-1702 

injurious  to  intrastate  business,  lield  to  be 1173, 1176 

juriadiotion  of: 

Connnission,  over,  discussed 963-964,  967-970 

Supreme  Court,  over,  complaint  as  to 1173 

modified  schedule  snsiwnded 1332-1333 

not  made  effective lOSO,  1091, 1104-1105 

order  to  show  cause  why  toll  rates  in  effect  prior 

to,  should  not  be  restored 881-882 

rejected    1009-1010 

standardization,   for,  authorized 969,1055 

suspended    . .  .874-875,  904-907,  930-931.  962-963, 1007-1009 
1053-1058, 1079-1080, 1332-1333, 1499-1500, 1592 
company   ordered   to   show   cause  why    fine 
should   not   be   assessed   for  violation    of 

Commission's  order 1081 

proprietor's  chai^  on,  ordered  discontinued 517-522 

reduction : 

authorized   159-161,720-721 

ordered    1338, 1343-1345, 1790-1792 

regulation  of  traflie,  for,  authorized 1315, 1326-1328 

reversed : 

authorized  101-106 

division : 

fixed   lOl- 105-106 

made  on  same  basis  as  if  calls  not  reversed. .       516-517 

ordered    516-517 

telephone  in  railway  station  eonncctcd  to  joint  toll 

circuit,  from,  to  RoUt  one  company  only 580-581 

two-e\phanRe  service,  for,  ordered  made  higher  than  one- 

exchauKc  service  rates 1481-1482, 1484^1486 

unreniunemtive,  influence  on  sale  value  of  property  con- 
sidered   

vacation  reduced  rates  for  periods  of,  authorized. .  .590-591, 676-677 
95^-955, 1047, 1110, 1350-1351, 1752-1754, 176(' 
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BATES  —  CoDtinuL-d :  PME 

wholesale,  pnrcliaije  of  service  in  bulk  and  sale  at  letail 

prohibited    13^148 

Sec  al§o  Accounts ;  Advance  Payment ;  Caaoellation 
Char^;  Commissions ;  Credits ;  Deposits ;  Diseoont ; 
Discrimination;  Installation  Charge;  Prompt  Payment; 
Rate  of  Hetum;  Rebates;  Reconnection  Charge;  Re- 
funds; Removal  Charge;  Rentals;  Revenues;  Service; 
Surplus;  Terminal  Chai^;  Zones. 

READINESS  TO  SEBVE.    See  Installation  Chaise.' 


foreign  corjiorations,  Receivers  of,  authorized  to  accept 
stock  of  domestic  corporation  in  exchange  for  domestic 

corporation's  notes  ' 1397-1398 

holding  of  securities  for  distribution  among  stockholders, 

by  selling  companies,  autfaorised 1069-1071 

purchase: 

property,  of,  by  Receivers  authorized  following  ap- 
proval b]-  court 1276, 1278 

stock  of  domestic  corporation  by  Receivers  of  foreign 

corporation   authorized    761-762 

sale  of  property  by  Receivers  approved  by  Commission 

following  approval  of  court 1613 

BEOONNEOTION  OHABQE: 

actual  cost  ordered  paid  by  subscriber 676-677 

approved  following  disconnection  for  non-payment.  .1533,1540-1541 

not  api>roved  374, 377 

BECONSTBUOTION  PERIOD.    See  War  Conditions:  effect. 
BEOOEDS: 
accuracy: 

change  in  method  of  allowing  credits  because  of  call- 
ing wrong  numbers,  not  made 747-748 

cliarges,  of,  tested  by  records  of  company  rather  than 

by  oral  evidence  of  patron 748 

audit  of  bonks  by  city's  auditors,  expense  to  be  borne  by 

city  not  Board : 859, 867-868 

dnily  interexchange  business,  of,  to  be  kept 298 

data  from,  ordered  furnished  city 859-860,864-866,868-869 

duplicate  set  not  ordered  kept 1466-1468 

toll    business,    of,    to    be    accessible    to    connecting    toll 

company   1303 

BED  CROSS.    See  Donations. 
BEFINANOma: 

substitution   of  long  time  obligations  for  bills  payable, 

recommended   734 
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advances  for  partial  cost  of  extensions,  of,  authorized ....       675-676 

increases  in  rates,  of,  if  rates  not  found  reasonable 1059-1060 

installation  charge,  of: 

ordered    1295-1298, 1381-1390 

reports  of  refunds  o£  installation  clmi^ces  in  excess 

of  filed  rate  ordered  furnished ; 1681-1683 

interruptions  of  service,  because  of,  considered 446-447 

moving  charges  and  toll  rates  fixed  by  Postmaster  General 

in  excess  of  rates  fixed  by  Conunission,  of,  ordered. . . .  1295-1298 
wrong   numbers,   chanfre   in   method   of  allowing  credits 

because  of  calling,  not  made 747-748 

BEOULATION: 

distinction  between  manageiticnt  and,  made 1782-1783 

failure  of  company  to   observe  restrictions,    identity  as 

public  utility  not  cliangcd  by 381,  -}85 

See  also  Jurisdiction;  Police  Power, 
BEHEABIHaS: 

applications  for,  denied 40-41, 403-404, 1078. 1689 

but  evidence  reconsidered... 380-389,442,444-445 

certificate  of  exigency  for  operation  of  telephone  business 
by  telegraph  company,  Commission  held  to  be  with- 
out jurisdiction  to   order,  u]>on   appeal :    decision 

affirmed  upon 47 

farther  rchearings  denied 555 

court  decision  affirming  Conunission  order  for  physical 

connection,  of,  denied 403 

enijitoyinent  of  additional  operator,  order  for,  rescinded 

upon    305 

granted  upon 1643-1649 

l)ostponed  upon,  because  of  failure  of  company  to 

make  imjirovoincnts   427-4.'{5 

suspension  of  toll  rates  pending 640-641 

See  also  Apjieals;  Hearings;  Review. 
BEHOVAL  OHAKOE: 

approved  . .  .493,  500,  666,  672,  806,  815,  1111,  1178, 1194,  1350-1351 

not  approved  j 374,  377 

Postmaster  General,  fixed  by; 
approval : 

denied  871,  877-878.  960-961 

rescinded  1295-1298 

withheld  pending  decision  on  reasonableness  of. .       688,  691 

authority  to  collect,  denied 210-211 
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Postmaster  Qeucral,  fixed  by  —  continued: 

authorized  to  become  effective 463-464,  S25-532,  625-627 

774, 879 

modification  authorized  739 

complaint  against  moving  charge  dismissed  in  view  of      266-267 

disapproved 1295-1298 

filed  automatically  with  Commission 378-330 

ill^al,  held  to  be 1671-1675 

ineffective,  held  to  be ,    461-162 

refund  in  excess  of  amount  approved  by  Commission, 

ordered    1295-1298 

See  also  Installation  Cliarge. 
RENTALS: 

equipment  owned  by  subscribers,  to  be  paid  by  coni]>any 

for,   fixed    763-764,  768, 1107, 128&-1290, 1773 

1776-1777, 1780-1781 

excessive,  proposed  leases  disapproved  where 740-745 

See  also  I^eascs;  Rates. 
BEFAIBS: 

instruments,  of,  to  bo  made  by  company 996,99s 

making  of,  held  duty  of  company 1472,1476 

method  of  charging,  prescribed 700-701,  703-7M 

ordered    made    721,724-725,1134,1141,1491-1492 

outside  plant  ordered  put  in  good  condition 42-13 

responsibility  for  expense  of,  upon  stockholders  who  failed 

to  provide  depreciation  reserve 258,261-262 

service  discontinued  because  of  refusal  to  pay  during  need 

of,  abatement  of  charges,  approved 1471-1472.1475-1476 

subscriber,  by,  restoration  of  service  ordered  following. . ,  69-70 

Sec  also  Maintenance;  Service:  adequacy.     ' 
EEPORTS: 

annual,  identity  of  public  utility  not  changed  by  failure  of 

company  to  file 381, 385 

company  selling  property,  of,  ordered  made 536 

installation  charge: 

lists  of  subscribers  entering  agreements  for  service 
assuming    regular    chai^    efEectivc,    of,    ordered 

furnished    1661-1683 

remittance,  of,  ordered 1681-1682 

monthly: 

ordered  made  225, 249-250 

"  sent    paid "   and  "  sent  collect "   toll   business,   of, 

ordered  made  101, 105-106 

Dise  montbs  (ifter  close  of  war,  ordered 129-130 
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ordered  filed 204 

removal  char^,  lists  of  sobseribers  entering  agreements 
for  service  assuming  regular  charge  effective,  ordered 

famished    1681-1683 

semi-annual,  ordered  filed 129-130,  616 

toll  service,  of,  ordered  filed 521-622 

RESEBTE  FOE  SEFREOIATXON: 
allowance  for: 

actual  depreciation,  to  cover,  ordered  made 919-020,  930 

approved     815-816,823 

continuance  ordered   957,  959 

dividends  ordered  suspended  until  provision  made  for 

maintenance  and  695-697,  699,  713,  716-718, 721, 724 

$8.00  per  telephone  fixed  for  rate  of  retnm  and 827 

8%  made    258,260,264 

11%: 

maintenance  and,  for,  not  approved 932,  939 

rate  of  retnm  and,  for,  not  excessive 1160, 1171 

15%  for  rate  of  return  and: 

inadequate  for  taxes  and 1156 

made    289, 291, 1211, 1214 

approximately    801,845,848 

taxes  and,  made  for 804-806,809 

5%: 

made  . . .  .106.  108-109,  372,  376-376,  389-390,  400,  402,  404 

408,  514-515,  517-522,  683.  585,  932-933,  940-941 

943-944,  950-953, 1281, 1285,  1622, 1784-^1785 

approximately    251, 254 

reasonable  nnder  normal  conditions 608,  613 

5.67'  made 1,  6-8,  163-164,  174,  177-178,  182-183,  185 

dissenting  opinion 2, 21 

5.727'  for  taxes  and,  estimated 1501-1502, 1510 

fixed     907-908,  910-912 

4%  made 752-754 

41^% : 

estimated    1158, 1161 

made    807-608,  614 

14%  for  rate  of  retum  and,  made 835-836 

1011, 1019, 1141,1176, 1182. 1545-1647 
1750-1757, 1763-1764, 1768-1769, 1771 

approximately    829, 832 

made 488,  916,  918-919, 1097.  1236,  1239.  1246-1247 

1249-1250, 1568-1569, 1572-1573 
1575-1676, 1698-1599, 1602-1603 
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allov&nce  for  —  contiauetl: 

9%  for  maintenance  and,  made 207, 209, 211-213, 220-2*2 

236,  aiO-241, 679, 682,  688, 690-691 
730,  733,  737, 1030,  lOM 
9.4%: 

not  allowed 435-43^  438 

rate  of  retom  and,  for,  increase  in  rates  yielding 

only,  approved l&il,  1546 

ordered  made 465-466.469 

fixed  57, 60 

made    76, 78,  775, 779,  783-784, 786-768 

1118-1119, 1128, 1489, 1752. 1756 

approximately 651, 656 

l.irf^  fixed 79,85 

7.5%  made 1549.1K3 

approximately 366,369 

7.8-7^  made 71,74-75 

6%: 

all  future  additions,  of,  ordered 916, 918-919 

amount  for  completed  depreciation  and  excessive.       839,843 

estimated  8«.  856 

fixed  61, 63-64 

made 65,  68-69, 187,  190-191,  194,  201,  435-436.  44« 

550,  553-555,  564,  570,  572-573,  634,  636,  641- 

642,  648,  989-990,  996,  1227,  1229,  1231,  1709- 

1711, 1713. 1761-1762 

mtP  of  return  and,  for,  inadetjnate 160 

6.17^  made   89.1-894.898 

6.27r  made .' 574-575,577-580 

6.47r  fixed  319-320,324,326 

6.6%  made   538,643 

approximately  249 

6.7%  made 327-329, 331-332 

6.9%  made 88, 91-92 

6.15%  made  489-490,502 

10%  for  maintenance  and,  made 682,  685-686,  696-696 

698-699, 1363-1365,  1368-1369, 1372, 1643-1644, 1646 
1649-1650,    165^1653.   3655-1656,   1660-1661,   1663 

10.2%  insufficient  for  rate  of  return  and 84? 

13%  for  rate  of  return  and,  made 663-664, 669 

13'/2%  for  rate  of  return  and,  not  exeeBsive J315. 1325 

13.6%  made  for  rate  of  return  and 999,  lOM 

37.  made 1308,^311 
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allowanee  for  —  eontinned: 

12%  for  maintenance  and,  made 700-701,  704-705 

709-710,  712 

$2.00  per  telephone  per  year,  fixed 599,  601 

2%  on  sinking  fund  basis  Exed 2«!),  274 

analysis  of  items  charged  to,  to  be  made 865 

failure  to  provide  for,  owners  responsible  for  expense  of 

repair,  because  of 258,  2Cl-2li'i 

fund  for: 

amount  to  be  put  in,  fixed 1644,1649 

basis  for  charges  to,  considered 211, 213, 221-222 

23ft-237,  240,  242 

esUblishment  ordered 1083, 1087 

snrpluB  ordered  carried  to 692,  695 

nse  of: 

consolidation  coats  disapproved 211-212,  219,  237 

ontiinod 109,  373,  377.  389-390,  398,  403 

409-410,  514-515,  518-523,  586-587,  601-602,  607 
617-618,  731,  737,  932,  942,  953,  WiS,  1281-1282 
1287,  1363,  1365,  1372-1373, 1784-1785 
See  also  AmortiEation ;  Depreciation. 


error  in  estimating,  corrected  upon  reconsideration 442-443 

return  on  operatini?  revenues  put  in  plant  not  permitted. .       725,  728 
toll: 

apportionment : 

made   293 

not  made  between  local  and  toll. .  .71, 73-74, 88, 327-328, 330 

credited  largely  to  local  plant 575 

deficit  in,  to  be  assessed  to  exchange  subscribers. . .  .269-270,  286 

use  of,  outlined 237-238,  241-242 

See    also    Operating    Expenses;    Rates:    toll:    division; 
Rentals. 
lEVIEW: 

action  to  prevent  company  from  putting  into  effect  toll 

rates  fixed  by  Postmaster  General,  ordered  commenced. .  1063 

complaint   as   to   rates   dismissed:    petition    for  writ  of 

certiorari  filed  872 

injunction  to  restrain  the  charging  of  toll  rates  fixed  by 

Postmaster  Oeneral,  granted 1406, 1461 

sapersedeas  granted  by  Supreme  Court  after  lower  court 

issued  injunction 1406 

Buspension  of  rates  ordered:  company  enjoined  from  dis- 
obeying Conuninion'a  order 906 
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temporaiy  injunction  restraining  colleetifw  of  toll  rates 
fised  by  Postmaster  General : 

denied  963, 1053,  U73 

dismissed  by  Federal  Court , 1296 

granted    904, 906, 1008, 1072 

state  court,  by 1296-1297 

See  also  Appeals;  Hearings;  Bebearings. 
BiaHTS-OF-WAT: 

company's  allowance  for  tree  trimnii^  and,  held  arbitrary       592-593 

BonriHa: 

complaint  against  manner  of,  dismissed 1481-1482, 1484-1485 

designation  of  ronte  optional  with  subscriber 1302, 1608 

IfilO,  1612-1613 

direct,  in  lieu  of  circuitous  route  ordered  used 604-606 

interexchange  messages  restricted  to  one  of  two  possible 

routes    342,344-347 

most  expeditious  route  to  be  used. . .  t 153 

toll  messages,  of,  over  rural  line  forbidden 1717-1723 

RULES  AKB  BEGULATIONS : 

breach  of,  penalties  fur,  ordered  discontinued 519-520 

change  in,  not  lawful  pxcept  upon  notice  to  Commission. .       133,139 

collection  of  rates,  governing,  approved 413 

connecting  companies,  governing  collection  of  rates  of, 

prescribed   1753, 1755, 1760 

continuance  of  service  during  litigation  over  disputed  bill, 

written  rule  for,  not  required 746-747 

delivery  of  telegrams,  governing,  prescribed 1061-1062 

discount  for  prompt  payment,  a  matter  of 418-419 

long  distance  terminals,  public  .news  telephone  service  and 

short  period  talking  service,  covering,  approved 1O40 

posting  and  publishing  rates,  governing,  prescribed 891-893 

toll  company,  of,  to  be  observed  by  connecting  company. .  1303 

use  of  German  language,  prohibiting  use  of,  discrimination 

ordered  eliminated 1627-1629 

See    also    Advance    Payment;    Construction    of    Lines; 

Deposits;  Discount;  Extensions;  Foreign  Attachments; 

Penalties;  Prompt  Payment;  Servicer  discontinuance. 
RUBAL  LINES.     See  Farm  Lines;  Rates:  form  line;  Rates: 
switching;  Service:  switching. 
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SAItARTES.     See  Operating  Expenses:  salarieB.  paqb 

8AZ.E  OF  FROFEBTT: 

authorked    47-52,  359-365, 533-538, 873-874,  899-903 

1828-1329, 1378-1380 
competitor,  to,  denied  where  pnrchase  price  greater  than 

value  450 

equipment  owned  by  subscribers   ordered   purchased   by 

company   1374-1376, 1466, 1469-1470 

holding  company,  to,  authorized 1398-1400, 1403-1404 

payment  made  partly  in  cash  and  partly  by  assumption  of 

mortgage  564-566 

purchase  price: 

greater  than  value,  approval  of  sate  denied 450 

not  conclusive  as  value  for: 

rate-making    . .  .1276-1277, 1279, 1291, 1293-1294, 1615, 1620 

security  issue  1615, 1620 

part  only,  to  be  capitalized 533,  535, 537 

Receivers,  by : 

approval  of  pnrchase  of  property  by,  within  juris- 
diction of  court 1276, 1278 

approved  where  authorized  by  court 1613 

stnb  lines,  of,'  to  company  ordered 1152, 1156 

toll  lines,  of,  authorieed 1291-1295 

transferred  by  order  of  court  in  bankruptcy  proceedings, 

approved  1378-1380 

unauthoriKed  sale  validated : 618-620 

See  also  Consolidation;  Intercorporate  Relations;  Leases; 
Mortgages ;     Securities :     holding ;     Securities :     issue : 
acquisition. 
SALVAGE: 

non-nsablc     property,    of,    ordered    deducted     prior    to 

amortization  533, 535-537 

SOSOOLS.    See  Discrimination:  free  and  reduced  rate  service. 
8E0UBITIES: 
bonds: 

cancellation  ordered   533,  536-537 

discount  on: 

amortization  authorized  333,  336,  340 

discussed   392-395 

interest,  increase  in  rate  of,  approved 243-244 
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bonds  —  continued : 
iseae: 

aathority  necessary  for 1617-1618 

authorized 243-244, 463-455, 755-758, 1255-12S7 

1376-1377, 1390-1393, 1400-1402 
1576-1581, 1586, 1605-1607 

first  mortgage  bonds,  of 333-334,  337, 339 

order  amended  62-63 

second  mortgage  bonds,  of 333-334,337,339 

purchase  by  company  selling  property  approved....  1577-1578 
1580-1581, 168&-1586 

sale,  expense  of,  ordered  amortined 333,336,340 

cancellation     of    those    of    company    selling    property, 

ordered 533, 536-537 

discount    in    financial    transactions   between   parent    and 
subsidiary     corporations.     Commission     reluctant     to 

permit    1265-1266, 1270 

foreign  corporations: 

acceptance    of   stock    of   domestic    corporation   by 
Receivers  of,  in  exchange  for  notes  of  domestic 

corporation   1397-1398 

issue  by : 

acquisition  of  intrastate  property,  for,  antiioriEed  1376-1377 

retiring  outstanding  bonds,  for,  anthorieed 1697-1698 

purchase  of  stock  of  domestic  corporation,   author- 
ized    -. 760-762, 1576-1578, 1580-1581, 1586 

sale  of  securities  of,  by  domestic  corporation,  author- 
ized    1577-1578, 1580-1581, 1585-1586 

holding  for  distribution  among  stockholders,  by  selling 

companies,  authorized  1069-1071, 1689-1691 

issue: 

acquisition  of  property,  for: 

anthori?^    47-48, 50-51,  349-353. 359, 364-365 

1069-1071, 1376-1377, 1400-1402, 1676-1578, 1580- 
1581, 1586, 1605-1607, 1689-1691, 1 695-1697 

extension  of  time  for  sale,  granted 1021-1022 

denied  where  purchase  of  property  not  approved.  460 

authority  for: 

necessary  1617-1618 

purchase  of  property  with  securities,  held  not  to 

authorize  issue  of  securities 1232, 1234-1235 

bettermetits  and  extensions,  for,  authorized 333-341 

899,  901-902, 1681, 1686, 1666-1667, 1689-1691 


DigmzcdbyGoOglc 


SUBJECT  IKDEX. 

SEOITBITIES  —  Continued :  page 

issue  —  continued : 

competitor'a  stock,  i'or,  payment  of,  authorised 455-458 

consolidation  of  property,  for,  authorized 1695-1697 

ooustmetion  purposes,  for,  Bnggest«d 1656, 1662 

discharge  of: 

indebtedness,  of,  authorized ■ 1069-1071 

securities,  authorized 755-757, 1390-1393 

order  amended 62-63 

distribution  among  stockholders,  for,  authorized 452-453 

1636-1642 
equalization  of   investment    and    capitalization,    for, 

sn^:ested   1636-1837, 1655-1657, 1662 

in    lieu    of  bonds   bearing    lower    rote    of    interest, 

authorized   243-244 

payment : 

indebtedness,  for,  authorized 755-757, 1 581. 1587 

notes  and  accounts,  for,  authorized 663,  671,  673 

property    values     properly     chai^eable     to     capital 

account,  to  cover,  authorized 607-608, 610,  612,  616 

purchase  of  outstanding  stock,  for,  authorized 455-458 

refunding  or  retirement  of  securities  authorized 110-111 

1255-1262, 1605-1607, 1697-1698 

stock  issued  without  authority 53-57,317-319,353-356 

899-900,  902-903 

reimbursement  of  treasury,  for,  authorized 110-111 

353-355, 410-tn,  453^55, 1255-1258 
replacing  note  issued  without  authority,  for,  author- 
ized           356-358 

same  amounts  and  proirarttons  to  appraised  value  of 
purchased    property   as   outstanding   securities   of 
purchasing  company  bear  to  its  appraised  value. . .  1231-1235 
stockholders,  to,  to  refund  money  expended  for  im- 
provements instead  of  dividends,  authorized 452-453 

notes : 

interest,  order  fixing  rate  of,  modified 1267, 1272 

authorized 356-359,  365,  755-768,  1258-1262 

excess  of  outstanding  capital  stock 756-757 

order  modified 1263-1272 

parent    and   allied  companies,   issued   to,   to  be 
issued  at  par:  order  not  modified 1265-1268,1270 
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wale: 

company  selling  property,  to,  approved J577-1578 

1580-1581, 1585-1586 
difference    between   total  authorized  stock   and   sale 

price,  authorized 112, 116 

expense  of,  orderc4  amortized 333, 336, 340 

foreign  corporation,  to,  authorized 760-762 

camrellation  ordered 533,536-537 

dividends : 

anthorized   452-453 

equalization  of  difference  between  outstand- 
ing stock  and  stockholders'  investment 1636-1642 

1655-1657, 1662 
foreign     corporations,     passing     on,     held     by 
Supreme  Court  not  within  jurisdiction  of  Com- 
mission     1377 

domestic  corporations,  of,  Receivers  of  foreign  corpo- 
rations authorized  to  hold 1397-1398 

exchange  of  st«ck  of  old  company  for  that  of  new, 

anthorized  112-113, 115 

issue: 

authorised 47-48,  50-51,  53-57, 110-111,  317-319 

333-334,  337,  339,  349,  351-355,  359,  364,  410- 

411,   455-458,  607-610,  612,  616,  663,  670-671 

673,    755-758,    899-903,    1069-1071,    1636-1642 

1666-1667, 1689-1691, 1695-1698 

extension  of  time  for,  authorized 1021-1022 

stockholders,  to   452-453 

validation  of  nnauthoriBed 618-620 

denied  460 

outstanding,  taken  as  company's  investment 835-836 

purchase : 

company  selling  property,  by,  approved 1577-15^ 

1580-1581, 1585-1586 
pro  rata  share  of  addititmal  stock,  of,  anthorized.       750-752 

sale  anthorized  112, 116 

above  par  but  at  price  not  greater  than  aetaal  cost 

of  making  extensions  to  purdiaser J666 

foreign  corporation,  to 760-762 

validation  of  unauthorized 618-620,  899-900, 902 

See  also  Capitalization;  4V^'7e   Payment;  Intercorporate 
Relations ;  Mortgages ;  Rate  of  Return ;  Stockholders, 
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SEBVIOZi:  PAGE 

adequacy: 

highest  type  of  service  obtainable  ordered  furnished. .  1491-1492 
poor  service  because  of  failure  to  employ  tmion  oper- 
ators, condemned   769, 772-773 

protests  against  inefficiency,  discussed. 1494 

rate  increase  denied  because  of  dilapidated  condition 

of  plant' and  poor  service 1077-1079,1312-1314 

slowness  of  service  held  more  fault  of  subscribers  than 

operators    1502, 1522-1523 

common  battery  system  not  ordered  installed 194-195, 200-201 

eontinnons : 

establishment  authorized   4d&-467 

ordered 1030,1033-1034,1843-1644,1649 

rate  increase  foUowingr,  authorized.. 89,92,1299-1300 

cost: 

high,  eansed  by  servii^  relatively  small  number  of 

subscribers  over  wide  spread  of  territory 1171, 1550-1553 

per  station: 

estimated 269.  287,  500,  816,  822,  830,  847,  1147, 1171 

1177, 1190,  1523, 1546-1647, 1585, 1763, 1767 

increases  with  number  of  stations 245, 247 

reasonable  amount  for,  stated 501 

support  in  whole  or  in  part  by  taxation  not  con- 
templated     1501, 1503, 1527 

discontinuance : 

anthoriMd 315-316 

exchanges,  of,  authorized 1623-1624 

non-payment : 

approved    1466, 1468, 14n,  1474, 1533, 1540-1541, 1622 

complaint  against  practice,  dismissed 446-447 

disapproved    932-934,  936, 942 

written   rule  prohibiting,  during  litigation  over 

disputed  bill,  not  required 746-747 

subscribers    in    occupied    territory,    to,    complaint 

against,  dismissed  1113-1115 

switehing,  rules  governing,  outlined 1109 

toll  service,  of,  forbidden 1608-1609,1613 

emei^ney,  provision  for,  approved. . .  t 77,  79,  641-643,  648-649 

German  language,  discrimination  in  prohibiting  use  of, 

ordered  eliminated    r 1627-1C29 

hours  for,  extension: 

not  ordered  1481-1483 

ordered    791-793, 798-799 
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SERVICE  —  Continued :  puc 

iniiwrtance  ot*  telephone: 

Jiscuiaed  1133, 1139-1140 

electrical     interierence    with    power    lines    ordered 

avoided  because  of 93,93 

hotels,  in,  discussed 142-143 

improvement : 

ordered  . . .  .187,  192,  769,  7T3, 1024^1027, 1225-1227,  16(i7-1669 
rate  increase  following: 

authorized 420,  422-425,  634,  636-fi38 

postponed  because  of  failure  to  make 427-^35 

justifiable 1132-1133,  1139-1140 

rates  permitted  to  become  effective  to  provide  for. . . .  1075 

inspection,  t«ll  company  to  have  access  to  premises  of 

connecting  company  for 1303 

installation  in  railway  stations: 

approved    580-681 

ordered    1634r-1635 

interchange: 

complaint  ailing  failure  to  interchange   messages 

dismissed ,. 1250-1254 

free: 

contract  for,  approved 580-582 

contrary  to  both  letter  and  spirit  of  law 1315, 1^4 

detrimental  to  good  service,  held  to  be 427, 432 

ordered  continued 1281-1283, 1286 

intcrexeliange : 
free: 

denied    1019 

disadvantages  of,  discussed 1364,1371 

in  lieu  of  toll  rates: 

authorized   1223-122t 

ordered    607-608,  617 

not  approved  293, 295 

rouUng  restricted  to  one  of  two  pOE»ble  routes 342, 344-347 

interruptions,  refunds  for,  considered 416  417 

joint  user,  defined 249 

limitation  of  time  on  messages  suggested 1709-1710, 1715 

local,  physical  connection  for,  ordered 1786-1787 

rdiearinf;  of  decision  affirming  order,  denied 403 

metAllic  circuit  system,  installation: 

farm  lines,  on.  recommended 815-816,824-825 

ordered 1784-1785 

substitution  for  grounded  circuit  toll  line  ordered. . . .  1132-1141 
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SBEVIOE  —  Continued :  paoe 

night: 

deteimmatioD  of  emei^ncy  calls,  by  subscriber  not 

company    791, 798 

provision  for  emei^neies  during  approved. . .  .641-643,  648-640 
obligratiou  to  serve : 

discussed   763-764, 767 

extension  ordered  made  or  defendant  to  show  cause 

why  service  should  not  be  ^v^ 1029-1030 

policing  of  lines,  elimination  of  limited  service  because  of 

difficulty  in,  approved 1664-1666 

private  branch  exchange,  from,  restricted  to  one  firm  or 

person    1107-1108 

radius  for: 

ei^  limits  approved  as  boimdary  lines  for 1-2, 10-11 

dissenting  opinion 2, 22 

fixed  1775 

modification  of  boundaries,  made 1691  • 

restoration: 

non-payment    of    disputed    bill,    disoontinuanoe    for, 

ordered    1471-1477 

reasonable  time  for,  after  suspenMon,  fixed 2:18-240 

repair  of  line  built  and  maintained  by  subscriber, 

upon,  ordered    69-70 

toll  service,  of,  ordered  if  proper  agent  obtainable. . .  1706-1709 
rural,  party  lines  having  more  than  four  subscribers  classed 

as    488 

supervision,  closer,  ordered  mode 1402 


reasonable  time  for  restoration  after,  fixed 238-240 

reduced  rates  for  jteriods  of,  approved 590-591,  670-677 

954r-955, 1047, 1110 
refusal  to  pay  because  of  need  of  repair,  abatement 

of  charges  approved 1471-1472, 1475-1476 

switching : 

contracts  for : 

execution  ordered  775,  780-782, 1717-171 8, 1720-1 722 

filing  ordered   775,  780-782 

telegrams,  rules  governing  delivery  of,  prescribed 1061-1062 

tests  made 1B19-1521, 1742-1743 

toll: 

bridpng-in  of  private  line  on  toll  line,  denied 1565-1567 

discontinuance  or  impairment  of,  forbidden 1608-1 B09, 1613 

famishing  of,  contii^ent  upon  finding  an  agent 1706-1709 

1SS5 
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SEBTIOE  —  Continued :  PiOE 

toll  —  continued : 

physical  connectioD  for: 

authorized  342 

continuance  ordered  162J-162i 

ordered    1301-1303, 1606-1613, 1702-1705 

rehearing  of  decision  affirming  order,  denied.  403 

restricted  to 342-343,348 

reference  of  originating  messages  to  manager  prior  to 

Bending  through,  forbidden 1152, 1156-1157 

reports  of,  ordered  made 521-622 

monthly    101, 105-106 

ranting  over  rural  line  forbidden 1717-1723 

unification  urged  under  federal  control 381-382,386-380 

unit,  toll  and  exchange  lines  not  considered 1088, 1090-1001 

value,  Wa-UM 

basis  for  rate-making 632 

unusually  high   return   in   past   to  company   givii^ 
(Tool  service  at  reasonable  rates  not  criticised.  .1119, 1123, 1125 
Ree  also  Contracts;  Deposits;  Discrimination;.  Bmergen- 
CL<^;    Employees ;    Extensions ;    Farm    Lines ;    Foreign 
Attachments;   Interstate  Commerce;   Lines;   Operating 
Expenses;  Physical  Connection;  Rates;  Repairs;  Rout- 
ing;   Short  Term   Service;   Stochholdci^ ;   Subscribers; 
Switchboards;    Traffic;    "Visiting";   War   Conditions; 
Zones. 
8H0BT  TEBH  SERVICE.     See  Rates:  short  temi  senicc. 
STATE  WIDE  THEOBT; 

relation  of  toll  rates  in  specific  state  to  those  in  other  parts 

of  U.  S.  discussed 1172, 1175 

whole  system  or  system  within  state  considered  as  a  unit 

not  approved  by  concurring  Commissioner 12-13 

STOCK.    See  Securities. 
STOCEHOLDEKS: 

acquisition  of  pro  rata  share  of  additional  stock  author- 
ized           750-751 

discrimination  in  favor  of: 

difference  between  non-stockholders'  rotes  and  stock- 
holders' assessments  treated  as 713-714 

eliminated ^ 307-308,  519-520.  599-601.  1288-1290 

.  distribution  of  stock  among,  authorised 452—153,  1636-1642 

exchange  of  stock  of  old  company  for  that  of  new  com- 
pany formed  by  consolidation,  anthorized 112-113,115 

interests  of,  presumed   to  he  safeguarded  under  federal 

control    1077-1078 

ISSfl 
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STOOKHOLDEBS  —  Continued :  .page 

responsibility  for  expense  of  repainng  system  l><<<-ause  of 

faiJore  to  provide  depreciation  reserve 258, 201-262 

sabscribera  need  not  be 53,  5!> 


a  from  toll  line,  ordered 1133, 1139 

equipment,  owning : 

discrimination  in  favor  of: 

authorised  1360-1362 

eliminated   1288-1290 

practice  disapproved   1557 

purchase  by  company : 

ordered 1374-1376,  1466,  1469-1470 

stub  lines,  of 1152, 1156 

recommended    251,255-256 

rentals  ordered  paid  to 763-764,  768,  1107, 1288-1290,  1773 

1776-1777, 1780-1781 
new,  deposit  of  three  months'  rental  from,  requirement 

approved   372-374,377 

number  per  line : 

limitation  ordered .252,  58C,  607-608,  613,  628-629 

718,  1134,  1141 

order  for,  modified 1347-1348 

maximum  fixed 249 

minimum : 

fixed   249, 1107 

fixing  of,  disapproved 664,669,671-672 

overloading  due  to  war,  to  be  remedied  as  soon  as 

conditions  normal  1019 

reduction : 

ordered    846 

rate  increase  conditioned  upon  reduction. .  .289-291,293 

recommended    1771 

rearrangement  on  rural  lines  denied 305-307 

redistribution  because  of  rate  increase,  disregarded.  .489-491,  502-504 
reduction,  possibility  of,  because  of  rate  increase,  disre- 
garded           651,  C50 

repair  of  line  built  and   maintained   by,  restoration  of 

service  ordered  following. 69-70 

stockholders,  need  not  be 53,  55 

use  of  instruments  of,  by  non-subscribers,  change  in  rule 

as  to,  unlawful  except  upon  notice  to  Commission 133, 139 

See  also  Advance  Payment;  Contracts;  Discoant;  Dis- 
crimination ;  Extensions ;  Prompt  Payment ;  Rates ; 
Stockholders. 
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SUMME|l    SEBVIOE.      See    Bates:    summer;    Short    Tenn  not 

Service. 
SUPPLY  OOHPAIOBfl: 

independent  creditor,  held  to  be,  and  not«  bsue  at  discount 

to,  permitted    1370 

8UEPI1D8: 

betterments,  to  be  used  for 1M5-1M7 

carried  to  resen-e  for  depreciation,  to  be 692, 6K 

diepoeition  of,  outlined 6S2 

dnplicate  property  ordered  charged  to  deficit  account  or  to      566,568 
fund  for : 

creation  of  limited  fund,  authorized 1643-1&U,  I61S 

Kate  reduction  ordered  when  excess  of  certain  amount 

in    1643-16H,  164S-1649 

investment  in  plant,  forbidden 725,  729 

ordered  held  in  trust 682, 686,  691,  705 

prosperous  corporation  should  resort  to,  daring  national 

crisis    474. 481 

unforeseen  emergencies,  to  be  held  for 1^6. 1663 

use  of: 

extensions,  for,  disapproved 692.695 

onUined 1041,  1044, 1360,  1362,  1365, 1372 

S  WITQKBO  ABDS : 
installation : 

new  board,  of,  ordered 42—13 

rate  increase  to  he  effective  upon 134S-1349 

larap  signals  ordered  installed 194-195. 200, 203 

maintenance  of,  ordered  paid  by  connecting  companies  in 

proportion  to  number  of  subscribers 833-S34 

rearranpenipnt,  to  avoid  interference  of  public  with  opcr- 

atore,  ordeied 1709-1710, 171+-in6 

TAXES: 

allowaitcc  for: 

IS'/t  for  rescnc  for  de)>reciation,  rate  of  return  and: 

inadequate    .■ 1156 

made    804-805. 809 

5.72^^1^  made  for  reserve  for  depreciation  and 1501-1502. 1510 

telephone  operation  not  contemplated  to  be  supported  by 

taxation    1501, 1603, 1527 

value  for  taxation  considered 989. 9W 

See  also  Operating  Expenses:  income. 
TBLBORAPH  0OMPAHIE8: 

delivery  of  telegrams  by.  rules  governing,  prescribed 1061-1062 

right  to  do  teletrraph  bus'ness  held  to  embrace  right  to  do 

telephone  bus'ness 47 

1938 
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TEBMIHAL  OHABOE:  pace 

increase  denied 1723-1724 

T£ItHIHATINa  OHABOE.    Se«  Rates. 

TEEEITORT: 

withdmwn),  complaint  against,  dismissed 1113-1115 

TOLL.    See  Rates;  Revenues;  Service, 

TBATFIO: 

study  made 279-284,  805,  810-813,  1184-1185,  1519-1521.  1757 

TREES      See  Riglits-of-Way. 

uwrr  oosTS: 

bnscd  on  current  war  priees,  unfair 1121 

comparison  made  in  fstimatinf;  value  of  property 436, 438 

five-year  average  used 59,  63,  67,  73,  90,  163, 109,  319,  323,  325 

327,  329,  331,  301,  389,  392,  542,  548,  552-551 
572,  574-575,  577-580,. 642,  647,  893-895,  898 
907,  010,  917,  919,  925, 1118,  1121, 1227-1229 
1231,  1237, 1248,  1508, 1571, 1593-1594,  1601 

norntal  average  values  used 535 

fen-year  average  used 1194, 1200 

VALUATION  or  PBOPERTT: 

allocation  of  items  to  local,  switched  and  toll  property, 

made 274 

appraisal  expense  ordered  amortized 943-944,  960 

book  value: 

adopted  for  estimating  reserve  for  depreciation  and 

maintenance    095, 697 

company's,   nsed  by   Commission  in  application  for 

emergency  increase 977, 980 

considered 76,  78,  829,  831,  II697II70,  1501 

1507-1508,  1517. 1734 

toll  property  in  two  exchanges  uSeil 1158, 1160 

company's  value  adopted 651-652,  805,  977,  980,  999 

1003-1004, 1532,  1536 
comparison  between  localities  in  number  of  miles  of  wire 

construction,  made    473, 480 

connecting  agreements,  no  allowance  made  for,  in.  ...1195,1199-1200 
detailed  appraisals  not  necessary  in  applicstion  for  emer- 
gency increase  983,986-987 

estimate  made  of 783-784,  787 

exact,  not  necessary 7.32 

excessive,  lease  not  approved  where  rental  based  on 740,  744 

fair    value,    approximately,    sufficient    where    emei^ncy 

inereascs  sought    932,  937 

final,  made   1685-1689 

higher  than  that  fixed  by  company,  approveil 651,  655 

1S3!) 
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VALUATION  or  PBOPEETY  —  Conllnurd :  pwc 

intangible  values,  allowaiuv  for,  not  made 932. 937 

market  value  held  praetival  basis  for  rate-making 1126-1127 

not  made 194. 197,  201,  246,  435-t36,  438.  473.  4** 

&47,  549,  561,  669,  763.  76; 

original  cost   considered 7011, 7ltt 

outstanding  stoek  taken  as  eompany's  investmrat 83a'S;W 

overhead  charges : 
allowance  for: 

company's  estimate  accepted (31-^2 

159t  made J536 

16^f  or  12%  held  excessive 913, 94S 

14%    made    490,497 

made    ' 754 

12'7f  made  .  .163-164, 168-170,  269-274,  3T2,  374, 1195, 1199 

22.6%  made   16SS 

engineering,  company's  allowance  for,  imjiginarj-- . . .       592-593 

per  station  estimated 421, 436, 438, 4SG,  490, 498, 663, 6I><^ 

828, 836,  847, 849, 853, 1000, 1003 
1018, 1170, 1536, 1551. 1646 
present  value : 

wmsidered 1,  3-5,  59,  112,  114,  372.  374.  574.  577.  894 

896,  908, 910,  91»-920, 927,  937. 1089-1090 
1101, 1568, 1572. 1581, 1731 

opinion  of  concurring  Commission 17-lS 

fair  value  rather  than  how  it  was  acquired  the  concern 

of  Commission  lltS.  1126 

market  value  held  practical  ba^  for  rate-makmg. . . .  1126-1127 

tentative,  considered 946 

property  not  used  and  useful: 

excluded  from 668 

minus  saU'age  value,  ordered  amortized 53.1.515-537 

surplus  or  deficit  account,  ordered  charged  to 5ti6. 5(W 

purchase  price; 

greater  than  valae : 

approval  of  sale,  denied 430 

authorized  531-5.35 

influence  of  un remunerative  rates  upon,  considered . .  9S9-990. 995 
not  conclusive  evidence  of  value: 

rate-making,  for  989-990, 995-996, 1276-1277, 1279 

security  issue,  for 1615, 1620 

reproduction  cost,  new: 

abnormally  large  stock  of  equipment  not  included  in 

estimating  319-320, 323-334 

company's  estimate  used 1532,1538 

iseo 
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VALOATION  or  PBOFERTT  —  Continued :      .  paoe 

reproduction  coat,  new  —  continued : 

considered 59,  112,  114,  lli3,  IdJ-iGS,  177,  184,  319-320 

323,  327,  329,  372,  374,  490,  497,  574,  577,  820 

893,  895,  907,  910,  919,  92fi,  937,  109&-1100 

minus  depreciation:  "SS-  "^O-  15C8'  1571,  1583 

bnsed  on  war  time  costs  not  accepted 584 

considered 183,  167-^168,  320,  323,  327,  329,  389,  392 

490,  497,  574,  577,  907,  910,  919.  926,  1099-1100 
1195, 1199, 1568. 1571,  1583 

tentative,  considered 946 

tentative  valuation  made.  .647-648,  943-946,  948-949, 1011, 1018-1019 

made  final  758-759 

toll  plant  excluded  from  valuation  of  e^ichange 919,  92C 

value  defined 4-5 

See    also    CapitaliEBtion ;     Consolidation ;     Depreciation ; 
Franchises;  Going  Value;  Rate  of.  Return;  Reserve  for 
Depreciation ;  RightB-of-Way ;  Sale  of  Property ;  Securi- 
ties; Surplus;  Taxes;  Unit  Costa;  Working  Capital. 
"VlSITINa": 

limitation  of  time  on  messages  to  prevent,  suggested 1710, 1715 

WAR  CONDinOHS: 

burdens  of,  to  be  borne  by  subscriber  and  company 473-474 

481,  779-780, 979,  962, 1090, 1308-1.109 
effect    of  war   time   and    of    reconstruction    period    con- 
sidered   1089-1090, 1098, 1102 

increase  in  cost  of  labor  and  materials : 

allowance  for  further  increa.se  not  made  after  cessa- 
tion of  fighting 646 

considered 129,  131,  177,  184,  194-195,  201-202,  211-212 

215-218,  247-248,  251-252,  258,  260-261,  372 

375,  412-414,  435-436,  438-^39,  473-474,  481 

490,  501.  583-585,  602,  613,  615,  675,  728,  732 

777,    859.    863,    956,   1035-1036,    1090,   1177 

■      '  1182, 1192,  1195, 1201-1202,  1204,  1214, 1282- 

1283.  1285,  1299-1300. 1308-1309,  1364,  136ft- 

1-367.  1489.  1496-1497,  1502.  1515.  1519,  1522 

1532,  1537-1538,  1549,  1554,  1712-1713.  1724 

1741,  1764,  1766-1769 

installation  of  common  battery  system  not  ordered  under.  195,  200-201 

interference  by  Postmaster  General  in  purely  intrastate 

matters   not   necessary   following  cessation    of   bostili- 

ties   1406, 1408, 1455-1456 

market  value  held  practical  basis  for  rate-making 1118, 1126 

operation  of  telephone  and  telegraph  lines  by  government 
under,  discussed 1502 

isai 
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WA&  0ONDITION8  —  ContiniMd :  fme 

ovcrloHding  of  Hnea  due  to,  to  be  remedied  as  booh  as 

conditions  are  normal 1019 

phj-aical  connection  demanded  by 381-382,386-388 

rate  incrrase  authoriited  for  two-year  period  in  view  of 119, 123 

rate  of   return   below   normal   stand&rd   held   reasonable 

under,  doctrine  upheld 1502,1524-1525 

shortage  and  inexperience  of  help  dae  to,  held  accountable 

for  poor  service 1078 

toll  mtes  fixed  by  Poitmaster  General,  no  evidence  as  to 

n«-essity  as  war  measure 1173, 1175 

unit  costs  based  upon  war  prices  unfair 11-1 

unquestioning  cooperation   of   Commission   with  Federal 
Hiivomnient    under,    uot    neecsaary   otter  crssntiou    of 

hostilities  ...^ 1JS6 

See  also  Federal  Control;  Operating  Expenses:  increase. 
WAR  SAVINOB  BTAHP8.     See  Operating  Expenses:  war 

savings  stamps. 
WOBDS  AND  PHRASES: 

certain  technical  terms  defined 24 

circuit  defined  24-25 

currents  defined 26 

depreciation  defined 3,20 

dircctorj-  listing  defined 249 

rniei^ncy  defined 1307, 1309 

joint  user  defined 245. 249 

lines  defined  2.i 

pbi-s-cnl  connection  defined S^i 

piiblV  utilities  defined laM 

rural  lines  defined 488. 1210 

value  defined 4-5 

voltages  defined  25 

WOKKINO  CAPITAL: 
allownn,-e  for: 

is>nipnny"s  estimate  aci-epted 651-652 

made 59.  63.  68.  74.  So.  91. 10&-107.  HO,  Hi  lit 

163.  16*i-169.  1R5.  -254.  S20.  .124.  32S.  330,  366,  M3 
372.  375.  :i^9.  392.  436.  43H-1.'WI,  bU.  552.  5?!  574 
577.  60S,  613.  7M.  SiH,  ft96.  907,  910,  917.  919.  "27 
9:52.  937.  94.1-9+4,  94ft-949,  1011.  1019.  10=i9.  10f« 
lini,  1227,  1-230,  1246.  124S.  1-2^1,  12^.  156S.  1571 
1599.  1601, 16SS.  i:- 

nut  tnniie.  opinion  of  dissenting  Conunis^ooer '- ' 

1  12  of  yearly  expenses  allowed  for &41-642.  W. 

sale  of  stiH'k  to  iin>vidc  fi>r.  permitted 11" 

1^1 
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ZONES:  PAGE 

basis  for  rates,  approved 211,213,225-226,237 

county  bonndaries  held  not  proper  for  toll  rates 630-633 

farm  line  subscribers  in  adjacent  territory  served  by 
different  exchanges,  zones  to  permit  free  intercom- 
munication su^ested 1371 

See  also  Service:  radius. 
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AOOOUNTS:  pags 

system,   uniform,    ordered    kept 1644,1649 

ADVANCE  FATXENT: 

reqairetnent  approved 1621-1623 

annual,  from  service  stations 1600, 1603 

quarterly : 

farm  line  subscribers,  from 1570, 1574-1575, 1600 

1603, 1666, 1716, 1759-1760, 1763 

switching  subscribers,  from 1758-1760 

semi-annual  from  switching  subscribers 1570, 1574'-1575 

1648-1649 

short  time  service,  prior  to  giving,  approved 1777 

See  also  Deposits,  Prompt  Payment. 
AUO&TIZATION: 

discount  on  bonds,  of,  ordered 1577, 1587 

BETTEEMENTS:    See  Securities:  issue:  betterments. 
OAPITALIZATIOH: 

eonatraction  costs,  of,  plan  outlined 1656, 1661-1662 

increase  in  stock  to  equalize  investment  and,  suggested..  1636-1637 

1655-1657,1662 
0OUHIS8IONS: 

toll  messages,  on,  fixed 1772-1774, 1778, 1781 

OOMPETITION: 

disadvantages  of,  eliminated  by  consoHdatioti 1576,1584,1615 

1619-1620 
See  also  Consolidation. 
OONSOLTOATION: 

competing  exchanges,  of,  authorized 1576-1591,1608-1613 

1615-1620, 1692-1695 
CONSTRUOTION  OF  LINES: 

capitalization  of  cost,   plan   for,  outlined 1656,1661,1662 

policy  of  Commission  as  to,  outlined 1747-1749 

reconstruction  to  avoid  interference  with  power  lines: 

expense  borne  by  telephone  company 1747, 1749-1750 

ordered    1747-1750 
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00NTSACT8:  page 

division    of   interline    toil    revennes,    covering,    ordered 

modified   1790-1T92 

PostniAster    General    and    Bell     S^^tem,    between,  eon- 

aidcred " 1727, 1732-1733 

rales  fixed  by,  superseded  by  schedule  lates 174t) 

switching  seirice,  for,  ordered  made 1717-1718, 1720-1722 

See  also  4^/^'?'  Payment;  Rates. 
DEBTS: 

uncollectible,  allowance  made  for 1712 

2% 1655-1656 

DEEDS  OF  TRUST: 

execution    authorized 1605-16ti7 

See  also  Mortgi^es. 
DEPOSITS: 

short  term  service,  prior  to  giving,  approved 1777 

See  also  Advance  Payment. 
DEPBEOUTION: 

inspection    method    used    in    connection    with    life    table 

method   in  determining 1599, 1601 

See  also  AmortiKfltion ;  Reserve  for  Depreciation. 
DESK  TBLEPHOHEB.     See  Rates. 
DIBEOTOBIES; 
listings: 

rates  for  extra,  approved 1600,1603 

subscribers  of  connecting  companies,  of,  ordered.  1753, 1755, 1760 
DX800DKT: 

bonds,  on,  ordered  amortised , 1577.  IS'-T 

prompt  pav-ment,  for,  authorized.  ..1569-1570, 1574-1575,  1597-16(ni 

1603. 1643-1644, 1649-1650, 1654-16.=» 

1663-1666, 1709-1711, 1716. 1752-17.T4 

1759, 1772, 1775, 1779-1 7S0 

DISCBIMIHATION: 

combination  business  and  residence  rate  not  approved.,  1753,1759 
enforcement  of  rule  prohibiting  nse  of  German  language, 

in,   ordered   eliminated '  . . .  1627-1629 

free  and  reduced  rate  service: 

city,  to,  but  not  to  county,  held  not  to  constitute. , . .  1678-16*-! 

employees,  reduced  rates  to,  approved J59l> 

switching  rates  same  for  one-exchange  and  two-exchange 

.spnicp   held 1717-1718. 1720-1723 

DrVIDEHDS.       Sec     Rate    of    Retom;     Securities:     slock: 

DTTPUOATION.       See    Competition ;     ConsolidaHon :     com- 
peting. .... 
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BUOTBIO  LZOHT  AND  POWEB  OOUPANIES:  page 
interference  between  telephone  lines  and  lines  of,  recon- 
struction of  t«lephone  line  to  eliminale,  ordered 1747-1750 

BLEOTBIOAL  INT£BFBB£NOB: 

power  lines  and  telephone  lines,  between,  reconstruction 
of  telephone  line  nt  telephone  company's  exi^nse  to 

avoid,  ordered   1747-1750 

EHPLOTEES: 

additional,  employment  ordered 1668 

dismissal,  ordering  of,  not  within  jurisdiction 1782-1783 

operatore : 

interference  of  public  with,  rearmngcment  of  switch- 
board ordered  to  avoid 1709-1710, 1714-1716 

quarters,  suitable,   onlered   furnished 1710,1714,1716 

training,  proper,  to  be  given 1710, 1715-1716 

reduced  rates  to,  approved 1590 

See  also  Oiwrating  Expenses:  salaries. 
EZOHANOES: 

discontinuance  authorised  1623-1624 

establishment  anthoriz.ed   1559-1561 

See  also  Consolidation;  Se^^■ipe:  rad'us, 
EXTBHSIOHS.     See  Recnrities:   issue:  hotlermenJs;   Rccuri- 

ties :  stock  :  sale. 
EZTBHSION  TELEPHONES.     See  RRtr<^. 
FAEM  LnreS.     See  Rates:  farm  line;  Rales;  switching. 
FEDERAL  OONTBOL: 

contract  between  Postmaster  General  and  Hell  Sy-ifem : 

considered   . . .'. 1727, 1732-1733 

text  of  Sec.  7  of  contract 1732-1733 

4. 41 7',  return  of,  received  by  company  under  contract  with 

Government 1741 

installation    and    moving    charges    fixed    hy    Postmaster 

General  held  illegal 1671-1675 

toll  rates  prescribed  by  Postmaster  General ; 

company  fined  for  putting  into  eflrcct 1699-1702 

suspended 1592 

FINES: 

assessment : 

failure    to    maintain    phjsical    connection,    for,    sus- 
pended pending  re-establishment  of  connection 1704-1705 

putting  into  effect  toll  rates  prescribed  by  Postmaster 

General,  for  1699-1702 

See  also  Penalties. 
FOREIGN  ATTAOHHENTS: 

bridging  in  of  private  line  on  toll  line  denied 1565-1567 
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FOSEiaN  OOEPORATIONS:  fxct 

acqnisitioD   of   securities   of,   by   domestic   corporation, 

authorized 1577-1578, 1580-1581. 1585-l->^ 

issue  of  stock  by,  for  retiring  outstandii^  bonds,  authorised  1697-lt>t.^ 
purchase  of  property  of  domestic  corporation  by,  aathor- 

ized 1576-1578, 1580-1581, 15S6 

FOBEIQN  ULSaVAOLS.     See  Rules  and  Regulations:  use  of 

4^7^  PAYMENT:  I 

considered   1727, 173.1 

FRANCHISES: 

not  sold  with  property 1610-1611 

Sec  also  Indeterminate  Permits. 
QOJSa  VALUE: 

allowance  for  business  attached : 

made 1568, 1572, 1599, 1  mi 

not  made 1685-lGi: 

INDETEBHINATE  FESHITS: 

operation  of  local  exchange,  by  village,  granted  for 1625-16*26 

See  also  Franchises. 
□muOTIOH.    See  Electrical  Interference. 
INSTALLATION  OHABOE: 

Postmaster  General,  prescribed  by,  held  to  be  illegal 1671-1673 

r^ular  lists  of  subscribers  entering  agreements  for  service 

assuming  regular  diarge  effective,  ordered  fnniished. . .   ISSl-ltiH ; 
JUBISDIOTION: 

dismissal  of  employees,  ordering  of,  within  jdrisdiction. . .  1782-17-^-> 
railway  companies,  over,  wider  than  over  telephone  eom- 

panies 17SJ 

See  also  Regulation. 
LINES: 

common  battery  system,  rate  increase  following  installa- 
tion of,  authorized 1561  -1564 

metallic  circuit  system,  installation  ordered 1784-1 7S-i 

toll: 

bridging  in  of  privat«  line  on,  denied 1565  1567 

routing  over  rural  line  forbidden 1717-1723 

See  also  Construction  of  Lines;  Electrical  Interference; 
Extensions. 
UAINTENANOE: 

10%  allowance  made  for  reserve  for  depreciation  and 1643-16*4 

1646, 1649-1650, 1652-1653, 1655-1656, 1660-1661, 1663 
HANAQEMENT: 

distinction  between  regulation  and,  nuide 1782-1733 
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HOBTOAaES:  paox 

cxecutioD  authorized 1577,  ISStt 

Sec  also  Deeds  of  Trust. 
HTOHICIPAl  CORPORATIONS: 

indetenninale  permit  for  operation  of  exchange  granted  to 

villagre  1625-1623 

See  also  Discrimination:  free  and  reduced  rate  service: 
city;  Franchises. 
OFERATINa  EXPENSES: 

apportionment  made  to  switching  service 1757-1758 

automobiles,  ownership  and  operation  by  company  instead 

of  by  private  parties,  recommended 1714 

increase  in  cost  of  labor  and  materials  considered 1712-1713 

1724, 1741, 1764, 1766-1767 

salaries,  stock  issue  to  officers  in  lieu  of,  anthorized 1636-1642 ' 

See  also  Debts;  Service:  cost. 
PAT  STATIONS.     See  Rates. 

PENALTIES.     See  Fines;  Prompt  Payment:  penalties. 
PH7SI0AL  CONNECTION: 

conipanies  about  to  be  consolidated,  between,  ordered. . . .  1577, 15S5 

(-ontinuous  line  of  communication  to  form,  ordered 17S6-17S7 

direct  denied  where  indirect  exists 1787-1789 

local  service,  for,  ordered 1786-1787 

reestablislinient  ordered   1702-1705 

toll  service,  for: 

bridging  in  of  private  line  on  toll  line  denied 1565-1567 

continuanca  ordered   1623-1624 

ordered    1608-1613, 1702-1705 

POLICINO.     See  Service. 

PROMPT  PAYMENT:  " "  '"        "'  ' 

discount  for,  anthorized 1569-1570, 1574-1575 

1597-1600, 1603, 1643-1644, 1649-1650 
1654-1655, 1663-1666, 1709-1711, 1716 
1752-1754, 1759, 1772, 1775, 1779-1780 

penalties  fur  failure  to  make,  disapproved 1654 

See  also  Advance  Paj'ment;  Deposits. 

PUBIiO  CONVSNIENOE  AND  NECESSITT: 

certificates  of: 

exercise  by  town  of  rights  to  construct  and  operate 

telephone  system  authorized 1559-1561 

invasion  of  occupied  territorj-,  sellii^  company  must 

procure  certificate  prior  to 1609, 1612-1613 
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BAILWAT  OOHP ANTES:  pagk 

atatimis,  instRllatioB  of  tel^hosea  in,  ordered 16^1-1635 

KATE  OF  BETUBN: 

allowatw^c  (or: 

87c: 

made   .' 1643-1644,1646,1649-1650, 1652-1653, 1655 

165%  1661, 1762-1753, 1756, 1761-1762 

rates  yielding,  not  approved 1604 

8.1%,  rates  yielding,  not  justified 1568, 1573 

5.9%  made 1604 

4.41%  received  under  contract  with  Qovernment 1741 

14%  for  resen'e  for  depreciation  and,  made 1750-1751 

1763-1764, 1768-1769, 1771 
7%: 

made .1622, 1709-1711, 1713 

reasonable,  in  most  cases 1654 

7.4%,  rates  yielding,  not  approved 1598-1599, 1602 

17.2%,  rates  yielding,  not  approved 1604 

6.1%  made 1604 

6.3%  approved  1604 

6.4%  fixed   1599,1602 

6.5%  approved 1604 

6.8%  made   1569,1573 

10.2%,  rates  yielding,  not  approved 1604 

dividends : 
deferred ; 

capitalization   when  osed   for  construction   pur- 

]>oses  pemiissible 1656, 1662 

plan  for  paying,  discussed 1656, 1662 

8%,  limited  to 1636-1637,  Ifrll,  lftl3, 1649 

1655-1656, 1659-1660, 1663 
net  income  from  reasonable  rates  invested  in  plant  instead 

of  taken  as  dividends,  from,  justifiable 1655, 1657 

See  also  SecaritieB:  stock:  dividends. 
BB: 

lutomopbonee,  for,  approved 1600, 1603 

siness: 

approved 1559-1561 

increase  authoriesd-. .: 1561rl68d,  1988-1570, 1574-1576, 1583 

1588, 1593-1596, 1598-1600. 1603, 1621-1622 

1631-1634, 1643-1644, 1648, 1650-1656. 1663 

1709-1711, 1716, 1723-1728, 1731, 1744-1746 

1752-1754, 1759, 1763-1764, 1769 
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BATES  —  Continued :  tagk 

elaseiAration : 

elimination  of  limited  sertii-c  becaaiw  of  difficulty  in 

policing  ealls,  authorized 1664-1666 

individual  line  and  party  lines,  between,  reasonable..  1713 

exeliange  and  farm  line,  into,  ordered 1779 

combination  business  and  residence,  disapproved 1753,1759 

common  battery  system,  increase  following  installation  of, 

authorized    1561-1531 

comparison  between  localities  made 1727-1728, 1743-1744 

consolidation,  to  be  chained  following,  fixed ^ . .  1692-1604 

contracts  fi-siug,  superseded  by  s<'liedule  rates 1746 

desk  telephones,  additional  charge  for,  approved 1647, 1649, 1727 

directory  listings,  for  extra,  approved 1600, 1603, 1634 

extension  tele])Jiones : 

additional  charge  for,  approved 1647,1649 

business  higher  than  rcsiden<'e,  authorized 1694 

class!  fie  at  ion,  differentiation  bctwt-en  snl>scribers  drsir- ' 
ing  four-pxi-hniiffe  and  fivp-exi-hange  sen-ice  elim- 
inated     1661-1666 

fixed    1780-1781 

authorized  156R-1570, 1574-1576, 15S3 

15SS.  1598-1600,1603, 1643-1644.  ItWS 
1650-1654, 1709-1711, 1716, 172;(-1723 
1750-1754,1759,1761-1764,1769-1771 

denied   1655-1656, 166',  160.1 

hotels,  for  private  branch  exchanges  in,  approved 10j8 

increase : 

all  classes  of  sen-ice,  for,  aiithoriz.ed 1597-1598,1684-1685 

business,  authorized    1661-1564,1568-1570,1574-1576 

1583, 1.588, 1593-1596, 1598-1600, 1603, 1621-1622, 16:.l-16:f4 

1643-1644, 1648. 1650-16.56, 1663, 1709-1711, 1716. 1723-1728 

1731, 1744-1746, 1752-1754, 1759, 1763-1764, 1769 

equal  to  discount  lor  prompt  payment,  approved. . . .   1597-1593 

1650-:i654 
fann  line: 

autiiorized   1568-1570, 1574-1576, 1583, 15S8 

1598-1600. 1603, 1643-1644, 1648, 1650-1654, 1709-1711 
1716. 1723-17:^6, 1750-1754. 1759,- 1761-1764, 1771 

,leni«i    16.55-1656, 1661,  16j3 

metallic    circuit    system,    following    installation    of, 

autlioriKed   1784-1785 

net  rates,  in,  denied 1650-1654 


DigilizcdbyGOOglc 


SUBJECT  IHDBX.   ' 

BATES  — Continued:  !  PiGK 

increase  —  Continaed : 

one  year,  for,  BothoriEed 1631—1634 

ext«nsioQ  of  time  granted 1629-1631 

order  modified 1614 

order  modified  to  exclude  one  exchange  from  effect  of 

increase '. 1669-1670 

residence,  authomed    1561-1566, 1568-1570 

1574-1576, 1583, 1588, 1593-1596, 1598-1600, 1603 

1621-1622, 1631-1634, 1643-1644, 1648, 1650-1656 

1663, 1709-1711, 1716, 1723-1728, 1731, 1744-1746 

I  1752-1754, 1759, 1763-1764, 1769 

switching,  authorized   i 1568-1570, 1574-1575, 1593-1596 

1598-1600, 1603, 1631-1634, 164J-1644 
1648, 1723-1726, 1752-1754, 1756, 1759 

interchange  of  service,  for,  toll  rates  for,  fixed 1786 

interexchange  service,  toll  rates  for: 

fl^ed    , 1561.1564 

in  lieu  of  free,  authorized 1577, 1584, 1591, 1676-1677 

metallic  circuit  system,  for: 

higher  than  for  grounded  circuit  service 1284 

increase  anthorizcd  following  installation 1784-1785 

mileage,  excess: 

approved    1589, 1600, 1603, 1694 

fixed    1569-1570, 1574-1575, 1772-1773, 1781 

non-subscribers,  for,  approved 1752-1753, 1755, 1760 

pay  stations,  for,  approved 1589 

private  branch  exchange,  for,  approved 1588 

reduction,  toll,  ordered 1790-1792 

residence : 

approved  1559-1561 

fixed    1772, 1775, 1779 

increase : 

authorized  1561-1661, 1568-1570, 1574-1576, 1583 

1588, 1593-1696, 1598-1600, 1603. 1621-1622 

1631-1634, 1643-1644, 1648, 1650-1656, 1663 

1709-1711, 1716, 1723-1728,1731, 1744-1746 

1752-1754, 1759, 1763-1764, 1769 

schedules : 

modification  authorised    1772-1781 

toll  rates,  of,  superseded 1592 

standardization,  advisable  where  possible -  . .  1772,1775 

suspension  of  service  during  vacation,  rates  fixed 1752-1754, 1760 
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switching : 

approved  1593 

<!onneeting  companies,  for,  rule  governing  collection, 

prescribed   1753, 1755, 17fiJ 

farm  switch,  for  service  through,  fixed 1720-1723,1725 

increase,  authorised  .■ 1568-1571) 

1574-1575, 1593-1596, 1598-1600, 1603, 1631-1034 
1043-1044, 1648, 1723-1720, 1752-1754. 1750, 1753 

one-exchange  connection,  for,  fixed 1720-1723,1725 

two-exchange  service,  for: 

fixed   1720-1723, 1725 

same    for    oae^xchange    service    and,    held   dis- 
crimination     1717-1718, 1720-1723 

toll: 

commissions  on,  fixed 1772-1774, 1778, 1781 

division  of  interline: 

contract  covering,  ordered  modified 1790-1792 

fixed   1772-1774, 1778, 1781 

interchange  of  service,  for,  fixed 1786 

interexehange  service,  for: 

fixed   1501, 1504 

in  lieu  of  free  service,  approved.  .1577, 1584, 1591, 1C76-1677 
messages  between  points  not  more  than  twelve  miles 

apart,  for,  suspended 1592 

Postmaster  General,  prescribed  by: 

company  fined  for  puttit^  into  effect 1699-1702 

suspended    1592 

reduction' ordered 1790-1792 

vacation,  for  periods  of,  fixed 1752-1754, 1703 

See  also  Advance  Payment;  Commissions;  Deposits;  Dis- 
count; Discrimination;  Installation  Charge;  Prompt 
Payment;  Rate'of  Return;  Refunds;  Removal  Charge; 
Rentals;  Service;  Short  Term  Service;  Surplus;  Termi- 
nal Charge. 


sale  of  property  by  Receivers  approved  by  Commission 

following  approval  of  court 1G13 

REFXnn>8: 

installation    chaises   in  excess   of   filed   rate,   reports   of 

refunds  ordered  furnished 1U81-1G83 

BEGULATION: 

distinction  between  manngeinent  and,  made 1782-1783 

See  also  Jurisdiction. 
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applieation  for,  denied ISTv  !■:>• 

rate  iiurrase  granted  npon IW J-I'i- 

EEHOVAL  OHABOE: 

Postmaster  General,  pre^ribed  by,  b»ld  to  be  illp««l Kd-i*^" 

See  also  Installation  Cfaargre. 
RENTALS: 

eqniptD«it  owned  by  subst-ribers,  to  he  paid  by  company 

for,    fixed    177:t.  1776-1777. 17SO-17^1 

SEF0BT8: 

installation  and  removal  i-har^es: 

lists  of  subscribers  entering  agreements  for  service 
BEsnming    regular    i-harp>    efte<-tive,    of,    ordered 

furnished  16*1-16.-3 

remittance,  of,  ordered H>Sl-](>*i2 

BESEBTZ  FOR  DEPBECUTIOH: 
allovam-e  for: 

5V,  made ItKi  ITM-1T»^' 

U'/i  for  rate  of  return  and,  made 1750-1757, 1763-17'4 

17ti8-l  769. 1771 

made   156S-1569. 1572-1.^71 

1575-1576, 1598-1599. 1602-10'  i 

7'/i  made 1752. 17^-i 

6';  made 1709-1711,  in3, 1761-17r;2 

loot   for  maintenanee  and,  made. ..  .Ifrl3-16H,  1646. 16*9-lti."^* 
1652-1653, 1655-1656, 1660-1661. 166:J 
fund  for: 

amount  to  be  put  in,  fixed ". 1644.1649 

use  of,  outlined 1764-17^5 

See  also  Amortisation;  Depreciation. 
B EVENT) BS.  See  Rates:  toll:  divinion. 
BOUUNG: 

d,-signation  of  route  optional  with  subscriber.. 1608,  IfilO.  1612-161:1 

toll  messages,  of,  over  rural  line  forbidden 1717-1723 

BULBS  AND  BEOULATIONS: 

connei'tins  coitijianies,   ^veminff  collection  of  rates  of,  , 

prescribed    1753. 1755, 176.1 

use  of  German  tankage,  prohibiting  use  of,  disorimi nation 

ordered  eliminated  1627-1629 

See  also  Advance  Payment;  Deposits;  Discount;  Foreign 
Attachments;  Penalties;  Prompt  Payment. 


DigilizcdbyGOOglc 


SUBJECT  INlJeX. 

SALE  OF  PBOPESTT:  PAia 

purchase  price  not  basis  for  rate-inaking  or  security  issue  1615, 1620 

Receivers,  by,  appixived  where  authorized  by  eonrt 1613 

See  Also  Consolidation;  Deeds  of  Trust;  Mortgages. 

SECUBITIES: 
bonds : 

authority  neeesniy  for 1817-1618 

anthoriz«l   1576-1678, 1686-1681, 1686, 1605rl607 

purchase  by  company  wiling  property  approved 1677-1678 

1981, 16%-ie86 
ho)din)i;  for  distribution  among  stockholders  by  soiling 

company,  authoriaad 1689-1691 

issue: 

acquisition  of  property,  for,  Mitbmised 1676-1578 

1580-1661, 1686, 1606-1607, 11)89-1601, 1696-1697 

betterments  and  additions,  for,  «attH»iaed 1681, 1586 

1666-1667,  IflSR-ieQl 

consolidatimi  of  property,  for,  authoriced 1696-1697 

construction  purposes,  for,  aoggestod 1666, 1662 

distribntion  among  stookholdera,  for,  aiutboiased 1636-1642 

equalization   of   investment  anfl   capitalisation,   for, 

suggested 1636-1637, 1655-1657, 1662 

payment  of  indebtedness,  for,  apfMtived 1581, 1587 

refunding  or  retirement  of  outstanding  bonds,  for, 
authorized   1605-1607, 1697-1898 

dividends : 

authorized    to   equalize    difFerence    between    out- 
standing stock  and  atoekhtllders'  inveetment. . .  1^36-1642 
1666-1667, 1662 

issue  authorized 1636-1642, 1666-1667, 1689-1691, 1685-1896 

purchase  by  company  selling  property  approved....  1577-1578 
1581, 1585-1586 
sale  above  par  but  at  price  not  greater  than  actual 

cost  of  making  extensions  to  purchaser  authorized. .  1666 

See  also  Capitalization;  Kate  of  Return;  Stockholders. 


continuous,  ordered  furnished 1643-1C44, 1649 

cost  per  telephone  estimated 1585, 1763, 1767 

discontinuance : 

exchanges,  of,  authorized 1623-1624 

non-payment,  for,  authorized 1622 

toll  service,  of,  forbidden 1608-1609, 1613 
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German  language,  discrimination  in  prohibiting  use  of, 

ordered  eliminated  1627-1629 

improvement  ordered  1667-1669 

installation  in  railway  stations,  ordered 1634-1635 

limitation  of  time  on  messages,  suggested 1709-1710, 1715 

local,  physical  connection  for,  ordered 1786-1787 

metallic  circuit  system,  installation  ordered 1784-1785 

policing  of  lines,  elimination  of  limited  service  because  of 

difficulty  in,  approved 1664-1666 

radios  for: 

fixed    1775 

modificatioQ  of  boundaries,  made 1691 

restoration  of  toll  service,  ordered  if  proper  agent  obtain- 
able    1706-1709 

Bwitehing  contracts  ordered  made 1717-1718, 1720-1722 

tests  made 1742-1743 

toll: 

bridging  in  of  prlvat«  line  on  toll  line,  denied 1565-1567 

discontinuance  or  impairing,  forbidden 1608-1609,1613 

fumishiog  of,  contii^ent  upon  finding  an  ^ent 1706-1709 

physical  connection  for: 

continuance  ordered 1623-1624 

ordered   1608-1613,  1702-1705 

routing  over  mral  line,  forbidden 1717-1723 

8«e   also    Contracts;    Deposits;    Discrimination;    Foreign 
Attachments;  Lines;  Physical  Connection;  Rates;  Rout- 
ing; Short  Term  Service;  Traffic;  "Visiting." 
SHORT  TEBM  SEKVIOE: 

advance  payment  required  prior  to  givii^,  approved. . . .  1777 

rates  for.  fixed 1772-1773, 1775-17S0 

STOCK.    See  Securities. 
STOCKHOLDERS: 

distribution  of  stock  among,  authorized 1636-1642 


equipment,  owning,  rental  to  be  paid  to,  fixed,. li (3, 1776-1777 

1780-1 7S1 

number  per  line,  reduction  reconimendcd 1771 

SURPLUS: 
fund  for: 

creation  of  limited  fund,  authorized 164.3-1644, 164S 

rate  reduction  ordered  when  excess  of  certain  amount 

in   164.3-1644, 1648-1649 

unforeseen  emergeni-ies,  to  be  held  for 1656, 1663 
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rearrangement,    to    avoid    interference    of    public    with 

operators,   orfered    1709-1710,1714-1716 

TEBHINAL  CHABQE: 

inerease  denied    1723-1724 

TRAFFIC: 

study   made 1757 

UNIT  COSTS: 

five-year  average  used 1568,1571,1593-1594,1601 

VALUATION  OF  PROPBBTT: 

book  value  considered 1734 

final,   made   1685-1689 

overhpad  chai^res,  22,6%  allowance  made  for 1688 

I>er  station,  estimated 1646 

present  value,  considered 1568, 1572, 1584, 1734 

purchase    price    not    basis    for  rate-mafclng   or    security 

issue 1615, 1620 

reproduction  cost,  new; 

considered 1568, 1571, 1583 

minus  depreciation,   considered 1568,1571,1583 

See  also  Capitalisation;  Consolidation;  Depreciation; 
Going  Value;  Rate  of  Return;  Resen'e  for  Deprecia- 
tion; Sale  of  Property;  Securities;  Snrplus;  Unit 
Costs;  Working  Capital. 

"  visrriHO": 

limitation  of  time  on  messages  to  prevent,  suggested....  1710,1715 
WOBEIHO  CAPITAL: 

allowance  made  for 1568, 1571, 1599, 1601, 1688, 1709, 1712 
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